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Religious c chauvin sm 


; stones! | | D 


"i 
does not see anything sinister in the rise 









2 
T Aaa Review (USPS 914-880 is pub- . 
lieet daa AET į already here — the 


Salamat Ali in. his article Hindu v versus 
Muslim, the ire among the believers [20 


Aug. | says: “But 40 years after indepen- 


dence, it is difficult to blame either the 
- Muslims or the British for the unmistak- 
.able rise in attendance at Hindu tem- 


ples." He adds: "It has little to do with 
morality." 

Ido notknow where he got the statis- 
tics from, but he sou e like a 
spokesman for Se than 

Me thata REVIEW 
d to be. Does he 
























iue and that it is necessary 


ipportion “blame?” I am sure. he 


in the number of pilgrims to Mecca and 


that it isentirely due to "genuine piety," 
| unlike his reason for the rise in temple 


attendance — the recent clash in Mecca 
etween Saudi police and Iranian pil- 


{| grims resulting in more than 400 deaths | 

: notwithstanding. i 
<. He has much to say about the pur- b 
|| ported Hindu extremism, but when it | 


comes to Muslim chauvinism, | he 
is suddenly afflicted with elective 
mutism. 


From his perch on top of the minaret, | 
Salamat is unable to observe what is 


happening in his own precinct, but with 
the benefit of his telescopic vision, he 





can see the TV rooms of distant Hindu. | 
homes where the occupants are in ven- 
_eration watching their favourite epic. 


Oh, what addle-pated blather! 
It i is no wonder that even moderate 


1 Hindus find this kind of Muslim attitude 
| obnoxious. 


: Warning f on 


G. Menon 





After drifting at sea for many days; 24 
extremely malnourished Vietnamese 
refugees were rescued off the shores of 
Magsingal, Ilocos Sur, Philippines. 
Many were near death, suffering from 
dehydration and malnutrition. Just like 
the many others before them, these 
refugees had set to sea on frail 


: crafts. 


They had gambled their lives, risking 


bad weather, hunger, thirst and. rape at. 


the hands of sea pirates just to escape 
communist rule. 
The boat people' s dangerous jour- 


| ney to.freedom provides a valuable les- 
son. As we Filipinos contemplate their 


dange erous plight, we get some insight of 
the ki 


power. The signs of ay elie are 
illing fields: of 
Davao; extortion in: the guise of “pro- 


gressive taxation”: ysummary: executions 
Y ‘sparrow’ units. These atrociti 


I fear raid intimidation: in the heart: 


. ment. The warning shoul be hes 
Manila . 


mple attendance is, 


_ should be given the credit f 
“country, anew chance. | 


. put. Accordingly, it has been 


For the past two opium-growing : 


' Bethesda, 


ind of government the Communist. 
Party of the Philippines/National Peo- 


| ple's Army would install if they came to | s =: would 
f 





people. : E E 
Most. Filipinos do o not be 
munism. That is why the co 

have to resort to terrorism to achi 
their goal of overthrowing the gov 


Name in gold 


Indians in Tigerland [COVER: STORY, 
Aug.] which looked at Sri. Lanka 
ethnic conflict and the subsequent a 
cord made interesting reading. ^. 
The name of Gamini Dissanayake 
our charismatic minister, should be 
written in gold when our / 
tory is recorded, as the man who c 
tently spoke out on every platf 
the cause of peace. He a e 


n. or halt. thë region’ s napal tics « 
Rangoon with materials and ex 


sons, Rangoon has been spraying the 
opium fields with 2,4-D. This raises 
serious questions. ; 
In her article, “Herbicide for lawns is 
linked to cancer” [The New York Times, | 
30 October 1986], Linda Martin writes: 
“The herbicide, . .4-D, has been linked 
to cancer in recent studies performed 
the National Cancer Institute 
Md., and by» Hazlet 
Laboratories America of Vienna, Va 
which was chosen by. a group of cher T 
cal manufacturers . ... | 
Furthermore, sprayin g has been car- 
ried out. without warning and without. 
safety precautions. To add injury to this 
insult, the US Government could not . 
even influence or obtain an.agreeme 
from the Burmese Govaam th 
















elds. No € one could guar. 









politic il, and 


| sol ving the narcotics problem without a - 


political settlement. For them, political 
| Solution’ means self-determination, 


| whether it be in the form of total inde- 


‘pendence or politicalautonomy. — 
Hamburg Sai Myo Win 


A Question of legitimacy 
| Tsui Hon Kwong [LETTERS, 20 Aug. | 
| has conceded the legality of the Singa- 

| pore Constitution and the Internal 
| Security Act (ISA), and even the legiti- 
| macy of detention without trial under 
| some circumstances. though he would 
no doubt accuse me of malice for point- 
ing this out.. But, despite these admis- 
Sons, he still repeats, again without any 













i se Government has “violated basic. 


t seh his direct i intuition, 









pressure 
ide p . who 
nr it ed or Padvocaledd any act 
1e. Chia; a full member of the 
'd Communist Party of Malaya, 
blicly.called for the revival of 
ruggle in Singapore and Malay- 
overthrow the “imperialists and 
agents,” and throughout his deten- 
























obje . It is because people like 
have been detained that this is “the 
m a stable and peaceful Singa- 





: ment, made on TV, that he was: 

^^ A Marxist in contact with Filipino 

communists: . 

» On instructions, setting up a com- 
‘munist network. | 

‘> Systematically infiltrating legitimate 
énpanidations, including — religious 

bodies. 

-> Building up pressure groups for con- 

| frontation with the government, start- 

ing with peaceful Foy to , escalating to 

mass events, “leading to public disorder 
and maybe even rioting, bloodshed and 
violence? . . 

cus Or does he consider these legitimate 

‘political activities? 

L The pou has required the re- 
| jeased de inees to "ias a royal fond 













ies after release, n 








nd 


: one ould not t dre m. of T | 
members of any political party, but two | 

eo Sóh Lung and Tang Fong Har — | 
l had previcusly even stated 


justification, his claim that the Singa-. 


basis for this claim? - 


as steat fastly refused to renounce: 


: Of. those. recently arrested, does | 
'sui dispute Vincent Cheng's state- 


: because they were communists. 
. Those who have been educated at | 
Western universities do not return as | su 
- | corxmunists but as people who are very | isec 
| sensitive to any lack of. democracy they “Hot 


jopthem from nates ting gio Jr 
from standing for elec- l 


"hey need no » approval to stand as. in- * 








only were none of the 22 arrested ever 


duriag the Select Committee 


inteadec to concentrate on their work 
in the Law Society and stay out of po- 
litics. 

For Tsui to claim now that it is the 
ISA which is preventing “those who had 
the capacity aad intention of becoming 
opposition MPs” Iron taking up politics 
is disingenuous.“ 


In view of Tsui’ S „opposition t to àny.|.. 
Having just read. your. issue of 20 Au- 


restrictive provisions “in - Hongkong’ $, 
Basic Law, I join Aline K. Wòñg [LET] 


TERS, 13 Aug.] in looking forward 4ó..] 


reading his letters campaigning for 
human rights, datelined Hongkong, 


in the pages of the REVIEW after 
1997, 


Gan Kim Yong 


Press Secretary tothe | 
Minister for eL ond and toasty E 








how allowed your LETTERS TO 


:i-official bulletin board for officials 








; let them give it — and a weary reader- 
. Ship—a rest. 
' Tokyo 


Dale Bay 





| appeal 

Shoulda’ t someone tell Gan Kim 
Yoag, People's Action Party press sec- 
retary to the minister for trade and in- 
dustry, about the fallacy of arguing ad 
hominem” Just think: if someone had 
told him, then the approximately 40% 
of his letter [13 Aug.] devoted to 
smearing Tsui Hon Kwong might have 
been used instead for a rational reply 


tc Tsui’s very convincing argument 


[LETTERS, 6 Aug.]. 


Varcouver Kevin Sia 


| Critical 


As a Singaporean working overseas, I 
am appalled at the conduct of the Singa- 
pote Government. I firmly believe that 
those arrested under the Internal Secu- 


rity Áct were actually arrested because. 


they criticised the government, not 





see in their homeland. This lack of 





| democracy i is s manifested t by the govem- |! 


o join any political p Dart. ‘Not | 


ublicly, | 
earings — 
.on the Legal Profession Act, that they | 





duced rapidly to a 


| BO July} on 
elections has brought 


“resentative 


| kong people a voice and exe}rise them; 
dna emocie Synem wae will give 


ign’ presses. 
¿an integral 
this is to allow: 


The only reason, as I see, for the“ "ad- 
missions" of guilt by those arrested is 


that they have been intimidated. And 
the reason why there are so many for- 
. eigners, instead of Singaporeans them- 
| selves, complaining about the actions of 


the Singapore Government is that many 
Singaporeans fear the government itself 
for very obvious reasons. 
San Francisco 


Boring letters 


Kevin Lam 


st, [ feeT must inform you that your 
once lively. LETTERS page is being re- 
readful bore by 
the seemingiy endless ramblings of 


' James Fu and his cohorts in Singapore. 
As a duty to your readers, will you © 


kindly stop publishing these labouring | 


“and pointless letters € Weeks 
Ta 


| story [Forty 
. ] cellent, marred 
| As a reader with absolutely no interest | : 

. whetever in the goings on in the dark 
heart of Singapore, I appeal to you to | 
give up this madness wherein you have 
> SOT 
. THE EDITOR page to become a sort of 
| BEL 
| of Singapore's Government. Let them 

| grind their axes somewhere else; let 

; them take out full-page advertisements; 






only r^ one mistake. The E 
"gentleman 1 0f Pakistan" are. educated. | . 
at Aitchison College, p poai 
School. We 








take ae to süch errors. 
Hongkong . 


Haroun Rashid | 





Your article An me em no action 

Hongkong's direct 
a salient point 

hitherto seldom. ioaad ~~ that even if 


direct elections were held in 1988 it 





-would be for replacing a fraction of the 


Legco (Legislative Council) member- l 


ship. 


Asa fraction of the Legco member- 
ship would constitute only a minority, it 
could not in any way destabilise the 
Hongkong scene by bringing about 





drastic changes. This steals the thunder 


out of opponents to direct elections who 
fear that such elections would bring 
chaos upon this city. 
© Another point you reported "is that 
even if direct elections were introduced 
next year, they would just be token rep- 
government, since power 
would lie in the hands of the chief execu- 
tive and his senior officials, who, under 
the. terms of the Joint Declaration, 
wed be appointed by Peking after 
1997." - 

This should alleviate the fears of op- 





ponents who abhore direct elections as | 


they would a chaotic revolution. Di- | 
rect elections will at least give the Hong- - 





o | systems,” l 
g Hongkong” 


" 
* 








d Aitchisonians do not | | 
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SEIT ELIO acing a groundswell of demand for reform and rationa- 
REVIEW — lisation of its political foundations and practice, Taiwan's 
EE! monolithic ruling Kuomintang (KMT) is responding with un- 
KMT expected vigour. Ending martial law, allowing opposition 
parties to function, freeing the economy, lifting travel and 
press restrictions, the KMT has moved fast to take over the 
mantle of reform rather than leave it to the opposition 
Democratic Progressive Party. Correspondent Carl Gold- 
stein examines this movement which surprisingly is coming 
down from the top rather than up from the grassroots. Emily | " Giling the old machine DE ore 
Lau and Robert Delfs add perspectives from Taiwan's two The Young Turks use opposition street tactics — 16 


most concerned fraternal communities — Hongkong and China itself. And in Taiwan — Hongkong's attractive alternative —— 18 4 


ARTS & SOCIETY, Margaret Scott talks to intellectual Bo Yang about the hopes of 
liberals in Chinese societies. Pages 14-18. Cover illustration by Andy Tang. 





Page 10 

A small group of Chinese intellectuals 
are asked tc resign from the com- 
munist party for criticising conserva- 


Page 13 

South Korean dissident Kim Dae Jung 
faces criticism after airing a contro- 
versial plan for confederation with the 
North. 


Page 13 

Mystery surrounds the attempted as- 
sassination cf Sri Lankan leaders in 
the parliament building. 


20 
d iiA of a political party by 
two former colonels could intensify 
political violence in Bangladesh. 





The outcome of France's 13 Sep- 
tember self-determination referen- 
dum in New Caledonia appears pre- 
determined, with a big majority of in- 
digenous Kanaks likely to heed a 
boycott call by pro-independence 
groups. ¢ 


Page 36 
The goverament of President Aquino 
has yet to identify and punish those 
responsible for the assassination of 
her husband, senator Benigno 
Aquino. 


Page 47 

South Korea’s strike wave may boost 
inflation and slow growth by raising 
wages but it is unlikely to do lasting 
damage to a buoyant economy. 


Page 49 
Manila’s stockmarket trembles as 


Page 50 

Trading in foreign shares quoted on 
the Tokyo Stock Exchange surged 
96% by volume in July as in- 
vestors sought to diversify their 
portfolios. 


Page 57 

Successful Western investors in 
China appear to be adopting a prag- 
matic approach — taking advantage 
of cheap labour and producing for ex- 
port. 


Pages 58-62 

Fleet Group, the investment arm of 
Malaysia's dominant political party, 
seems to be facing a financial crisis, 
forcing a string of asset sales. 


Pages 69-71 

Leighton Holdings, Australia's big- 
gest building contractor, climbs 
back into profit after rapid expansion 
at home and abroad plunged it into 
the red. 


pu 


Page 76 

Japan has been quick to exploit 
shape-memory alloys, which return to 
an original form when heated, in 
everything from cars to bras. 


Page 79 

A conflict over strategy is thought to 
have prompted the unexpected resig- 
nation of Koh Komatsu as president 
and chief executive of Sumitomo 
Bank. 
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Suharto denies fund’s 
books were fiddled 
Indonesia’s President Suharto 
made an unusual public state- 
ment on 23 A denying any 
mishandling of funds adminis- 
tered by a disaster relief foun- 
dation. He said an open finan- 
cial re would show how the 
Rps 15.7 billion (US$9.57 mil- 
lion) raised over the past year 
was disbursed. 

"This report will disperse 
suspicion whether the raised 
funds have been disbursed to 
aid natural-disaster victims or 
spent on personal and family 
interest," Suharto said in an 
address marking the ore 
first anniversary quoted by 

pro-government /ndonesia 
Times. Critics have occasion- 
ally voiced suspicions privately 
about the administration of 
several ic charities, some 
of which involve members of 
Suharto's family. 


— Rodney Tasker 


Palau islanders 

vote for US link 
Citizens of Palau, the last re- 
maining US trust territory in 
the Pacific, decided by 4,111 
votes to 1,737 to enter a com- 
ct of free association with the 
S in a referendum on 21 Au- 
pust. The decision ends the tiny 
icronesian island state's UN 
trusteeship status and makes it 
independent with the US re- 
taining control of defence and 
certain foreign-policy options. 
— Hamish McDonald 


After his re-election on 15 Au- 
ust, New Zealand Prime 
inister David Lange has 

handed the foreign affairs 
rtfolio, which he previously 
eld himself, to  leftwing 

former education minister 

Russell Marshall. Marshall will 

also take the newly created 

portfolio of minister for dis- 
armament and arms control. 
— Colin James 


cade 
border 

China and the Soviet Union 
agreed on principles for deter- 
mining their disputed north- 
eastern border on the Amur 
and Ussuri rivers — the scene 
of armed clashes in 1969 — in 
talks during 7-17 August, but dif- 
ferences remain over sections 
of the border. They agreed that 


the boundary should be based 
on existing treaties and in line 
with the principle that the bor- 
der shall be the middle of the 
main navigation channel in 
navigable waterways, er mid- 
stream in non-navigable water- 


ways. — Robert Delfs 


Strained protocol 

cancels state visit 

Australian Governor-General 
Sir Ninian Stephen has call- 
ed off a planned trip to In- 
donesia, reportedly because 
of a disagreement between 
Canberra and Jakarta over 
protocol. The Indonesians 
lanned to have Stephen met 
y Vice-President Umar 
Wirahadixusumah, no: Presi- 





dent Suharto as the Australians 
wanted. Diplomatic sources in 
Jakarta said the ostensible 
reason given by Indonesian of- 
ficials was that, by protocol, 
Suharto should only greet a 
head of state, and that Britain’s 
Queen E izabets, not Stephen, 
officially holds this position in 
Australia. Stephen’s trip was to 
have been par of a tour of 
Southeast Asia, where, sig- 
nificantly, he will be received 
by the heads of state of Singa- 
pore and Malaysia. 


— Rodney Tasker 


A total of 855 V.etnamese from 
China were returned from 
ney are in two batches on 22 
and 26 August following talks 
between Hongkong and 
Guangdong officials on repat- 
riation and other measures to 
prevent a further outflow of 
these former refugees resettled 
on Chinese state farms. Those 
sent back were the first of 
7,248 who arrived simce the 
middle of June. Problems with 
identification remain — 52 of 
the names submitted to China 
out of a list of 907 could not be 
verified. — Jenny Walden 


A Malaysian Supreme Court 
appeal victory on 25 August by 
opposition leader Lim Kit 
Siang has blocked for several 
weeks the signing of a contro- 
versial M$3.4 billion (US$1.3 
billion) deal under which the 
government wants United 
Engineers (Malaysia) (UE) 
to take over, complete and 
collect tolls on the country’s 
north-south highway as a 
ek concern (REVIEW, 30 
uly). 

The court overturned the 
Penang High Court's dismissal 
of Lim's 18 August application 
for an interim injunction, and 
barred UE from signing the 
contract pending the hearing 
of Lim's suit. 

— Michael Westlake 
Moody's cuts rating 
on Japanese banks 
The US credit-rating agency 
Moody's Investors Service has 
downgraded the long-term rat- 
ings of four Japanese finan- 
cial institutions: Bank of Tok- 
yo, Long-Term Credit Bank 
(LTCB), Mitsubishi Trust and 
Sanwa Bank. 

It said changes in Japan's fi- 
nancial system would have a 
^modest unfavourable impact" 
on the banks' credit quality. 
The biggest drop was in the rat- 
ing for LTCB from AAA to 
AA2. Moody's added that it 
would also review long-term 
ratings for four other banks: 
Dai-Ichi Kangyo Bank, 
Sumitomo Trust, Mitsui Trust 
and Industrial Bank of Japan. 


Vancouver Mandarin 
sale falls through 
Hongkong Land says it is de- 
termined to sell its 59% in- 
terest in the Vancouver Man- 
darin Hotel despite the rejec- 
tion of a proposed deal by 
minority shareholders. 
Spokesman Martin Spurrier 
said the firm would now seek to 
sell off its stake independently. 
The company has been trying 
to shed the 197-room hotel 
since last year (REVIEW, 23 
July). — Liz Carver 


Papua New Guinea's Ok Tedi 
Mining has signed a contract 
worth US$1.5 billion to supply 
copper to a group of Japanese 








firms led by Nippon Mining 
Co. and Mitsubishi Metal Co. 
According to Energy Minister 
John Kaputin, the project will 
supply 60,000 tonnes of copper 
concentrate this year, with 
shipments to rise to 230,000 
tonnes a year during the next 
seven years. 

Ok Tedi, whose sharehold- 
ers include the Papua New 
Guinca Government and Aus- 
tralia’s Broken Hill Propriet- 
ary, is now extracting cop- 
per, having generated cash 
flow from mining the mine’s 
“gold cap.” 

— A Correspondent 


Hongkong exports up 
in first half 
Real growth in Tei qr 
domestic exports in the first 
half of this year surpassed that 
of a year ago at 27% (com- 
ared with 23%) reflecting a 
uoyant economy, according 
to the government’s half-year 
economic report released on 25 
August. 

e market share of Hong- 
kong's top export destination, 
the US, has shrunk to 38% 
from 42% a year ago, amid ad- 
vances in China, West Germany 
and Japan. But the economic 
boom has led to an acute 
labour shortage. Unemploy- 
ment is now only 1.8%, and 
there is growing pressure for 
wage increases, which could 
have an inflationary impact in 
the near term. 

— Elizabeth Cheng 


mio intiondmonn 
Australian conglomerate El- 
ders LXL is planning a listing in 
Hongkong of a subsidiary 
through which international in- 
vestments will be channelled. 
The HK$2 billion (US$256.4 
million) Elders Investments 
wil! raise HK$500 million to 
HK$1 billion from investors 
worldwide, through a Euro- 
equity issue, with Elders IXL 
holding at least 50%. Elders 
Investments will hold positions 
in companies not managed by 
the group. (Elders’ established 
Hongkong operations will not 
be incorporated in the listed 
vehicle.) 

Elders has also expressed 
interest in buying a Philippine 
bank — either Uni Bank of 
the Philippines or 
Commercial International 
Bank. The Austmlian gom 
hopes to invest up to US$200 
million in the Philippines. 


hilippine 
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A E im joní Pil él; th architect of the 
. 1961 army coup which brought to 


power ssin 

president Park Chung Hee, is having 
a tough time fending off pressure 
from the ruling Democratic Justice 
Party (DJP), which wants to keep 
deir out of the forthcoming 

-presidential race. A premier for four 


| years until 1975, Kim has been visited 


| not just by DJP figures but also by a 
senior official from the Agency for 

| National Security Planning. (inc 

| former Korean Central Intelligence 


Agency — KCIA), trying to persuade — 


| -him to stay out lest he erodes support 
| for DIP. candidate Roh Tae Woo. 
| This adds an ironic twist for Kim as it 
$ was he who created the KCIA in 






on mim “to dalend my. 


(d Bankers and economists who rely on 
Statistics from the IMF and other 
| international agencies for assessing _ 
de capital. and trade flows are becoming 


| increasingly irritated by their head-in- 


| i the-sand attitudes towards Taiwan. 
2 The IMF and World Bank include 
dedere statistics from non-members 
| | nd t ; 


1 pip cay ag M ps Faren cece 


_| miscellaneous — because of Pes s | 


“insistence when China gained IMF | 
and World Bank membership: The _ 

.| island now has the world's second- 
4 largest foreign pureney reserves, 


More than 100 people were injured in 
litical rivals across the 
le died 


Y | dak between 


| country (7/9 Aug.). About 500 peop 


and millions mno were left homeless i in the 


| worst floods in 40 years (27 Aug.) 
CHINA. 


T Deng Xiaoping held talks with Thai 
ot Foreign Minister Siddhi Savetsila at a seaside 


| resort east of Peking (25 Aug. ). 











.ndhra 


€ South Korean . 


ming its first director. Now 


|. Ten policemen were killed when leftwing 
| iieri: sed: a police convoy in 
adesh state, United News of India 
aid. Suspected Sikh extremists in Punjab 
A pegple, including six Sikh villagers 
ting.a wedding, a police spokesman 
. Congress expelled a promi- 

tan who quit the cabinet | 
dissident group (23 | F 


third-largest current account surplus 
and is among the top 20 traders. So its 
total absence accounts for some of 
the huge anomalies found in 

| international statistics on trade and 
money flows. 


daniel PROTOCOL 



























oo We] slightly upset — 
@ | over a protocol . 

$| breach when it- 

*| recently hosted). 


sent to recruit 

support for. 

P Teheran's 

"| campaign against 
—. Saudi ee : 

| Jakarta had. arranged for Ata-ul-allah 
Mohajarani, officially described as 

deputy prime minister for law, to see - 

President Suharto. In fact, i 
Mohajarani is a middle-ranking | - 
official, handling legal and political 












office. Despite the visit, Indonesi: 
remained neutral in the conflict -. 
between Iran and Saudi Arabia over | 
who was responsible for the recent . 
v ence PA whens more than 












l'Bow m the 
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MALAYSIA 

A top leader of the Malaysian Indian 
Congress, D. P. Vijandran, was dropped 
after threatening to sue a loca! university for 
ruling that elective courses would in future 
be taught only in Malay (23 Aug.). . 


NEW CALEDONIA 

Six Kanak separatists arrested during a 
weekend protest against a referendum on 
New Caledonia's ties to France were con- 
victed of participating in an illegal gathering 
(23Aug.)) 


PAKISTAN 

Opposition leader Benazir Bhutto led a 
marathon anti-government march through 
Karachi, partly to dispel fears that she would 
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Yaqub’s biggest headache is the 
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the Asian vote. President Zia-ul aq 
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premiums from two government | 
corporations alone, the Philippin 
National Oil Corp. and the Natii 

Power Corp., would net nearly 1 
million a diene för GSIS. 








as militant unions launched new protests - 
against government-mandated fuel price - 
rises (24 Aug.). Police filed murder charges | 
against two men over the sla aying oflocal gov- 
érnment secretary Jaime Ferrer, the first 
cabinet minister ever to be assassinated in 
the Philippines (25 Aug. ). 


SOUTH KOREA 
Government mediation énded two dion 
of protests by tens of thousands of Hyundai 
Group workers as hopes grew for a settle- 
ment of the labour dispute, it was reported 
(19 Aug.). A shipyard worker died. and 20 
Others were injured when about 3,000 em- 
ployees of Daewoo clashed with police dur- 
ing a labour protest (22 Aug.). Hundrec 
shipyard workers fought riot police: i 
it dashes. as they protest 
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MALAYSIA 


After 30 years of independence a constitutional debate erupts 


Princes, power, people 


By Suhaini Aznam in Kuala Lumpur 
A‘ school bands were preparing for 
the 31 August parades to mark 30 
years of independence, it seemed an ap- 
propriate time for some elder states- 
men, retired judges, lawyers and acade- 
mics to get together to peruse the nation’s 
constitution — amended 24 times in 30 


years. But their generally sober musings | 


prompted an unexpected backlash. 


An irate Malaysian political leader- | 
ship hit out at an unnamed group de- - 


scribed as frustrated intellectuals who, 
in an attempt to seize power, made use 
of retired leaders and the press. Prime 
Minister Datuk Seri Mahathir 
Mohamad said this group of 200-300 
claimed to represent the majority yet 
never stood for elections for fear of los- 
ing. In agitating for a review of Malay- 
sia's constitution they "presume to 
make policies for the government," he 
said. 

Mahathir's caustic remarks came the 
very day after Aliran, a social reform 
movement, held a two-day conference 
under the title "Reflections on the Ma- 
laysian Constitution: 30 years after in- 
dependence" on 15-16 August. 

Mahathir was also joined by Educa- 
tion Minister Anwar Ibrahim, who at- 
tacked the group of "arrogant intellec- 


tuals” who, by their attitude, seemed to | 


want to "force their views down the gov- 
ernment's throat.” 


On 25 August, criticism of the con- | 


stitution was also rejected by Deputy 
Prime Minister Ghafar Baba, who said 
the constitution was still “practical,” al- 
lowing the various races freedom to 
"use their mother tongue, practise their 
religion and do business." A review of 
the constitution should be left to the 
government “as it is aware of what 
should be done," he added. 

Refuting what he termed Mahathir's 
"knee-jerk reaction," Aliran president 
Chandra Muzaffar bemoaned a political 
culture “where every comment be- 
comes a challenge to the government, 
every analysis an attack upon author- 
ity.” He added: “A citizen does not 
have to become a politician or stand for 
elections in order to contribute” to the 
well-being of ey A 

This is not the first time that public 
interest groups have earned govern- 
ment displeasure. In November 1985, 
Mahathir had struck out at unspecified 
“disruptive challenges to legitimate au- 
thority” posed by pressure groups. In 
December 1986, the then federal terri- 
tory minister Datuk Abu Hassan Omar 
named seven organisations — including 
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Aliran — Fe considered as “thorns in 
the flesh” of the country. 


The heated political response to the 
constitutional debate appeared at var- 
iance with the rather academic exercise 
which generated it. Those taking part 
looked at state-federal relations, ethnic 
relations, fandamental rights of citi- 
zens, Islam and the role af parliáment. 
the executive and judiciary. 

The onlytruly startling proposal aris- 
ing trom the-conference was made in the 
keynote address, by no less a person 
than Malaysia's first prime minister, 
Tunku Abdul Rahman — at 84, a re- 
spected elder statesman whose counsel 
is taken seriously. 

Looking »ack at the context in which 
the constitution was created, the Tunku 
dwelt on the position of the traditional 
royal rulers as “something that has dis- 


turbed me quite a lot recently.” Every 
five years, Malaysia's nine sultans elect 
one from among them to serve his turn 
as king. Under the constitution, they 
are “not liable to any proceedings 
whatsoever in court” though mem- 
bers of their families are not similarly 


exempt. 
7 > “I think something has to be done to 


t this position right,” suggested the 
unku. “We can’t have an agong 
[king] or rulers going about killing peo- 


FP ple without being prosecuted for the 
» crime," he said. “Otherwise it'll make a 


mockery of our democratic constitution 
to find an individual's rights have been 
interfered with. 

"My own personal feeling is that if a 
ruler commits an offence or crime, à 
serious crime, he should be brought to 
trial, but trial by his equals, like a trial 
by the rulers themselves, whose deci- 
sion must be binding on the rulers," the 
Tunku said. 

"Otherwise things might happen one 
day where thc ruler might take into his 
head to kill a citizen of this country who 
enjoys fundamental rights to be free and 
independent, and to have protection of 
the law,” the Tunku added. “And so 
you can’t allow the ruler to come and 
knock somebody's head off with his golf 
stick and break open his head and kill 
him and go scot free.” 


H is proposal made everyone sit up. In 
his own way, the Tunku was obvi- 
ouslv trying to safeguard a monarchy 
which, though revered by older Malays, 
is sometimes treated with only outward 
deference by unter Malaysians — of 
all races. The Tunku, himself an uncle 
to the reigning sultan of Kedah, is one of 
the few who can speak freely about 
royalty without being labelled ànti- 
monarchist. 

He was joined by others who wanted 
to see the monarchy preserved. Former 
lord president of the Federal Court, 
Tun Mohamed Suffian Hashim, told the 
Aliran conference: “I cannot imagine 
Malaysians in the future dispensing with 
the monarchy,” if it was scandal-free. 
But “sometimes its good name is bes- 
mirched by junior princelings,” he 
added. 

Three junior members of tl Pahang 
royal house were recently ied for run- 
ning up expensive hotel billsghere and in 
Epor and evading payment. Thus, 
Suffian's suggestion that only a sultan's 
children and grandchildren be allowed 
to carry royal titles, so that distant 
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cousins could not diminish the stature of 
the royal houses. 

The government's denouncement of 
the agitators for a constitutional review 
was ironic, coming from the very gov- 
ernment which only four years ago had 
found itself fighting a constitutional bat- 
tle to curb the powers of the king and 
sultans, in keeping with their role as 
constitutional monarchs. Dubbed the 
1983 constitutional crisis, the govern- 
ment's then proposed amendments to 
the constitution pitted elected govern- 
ment against hereditary rulers for sev- 
eral months, before being resolved in a 
compromise in early 1984. 

Perhaps Mahathir's irritation stem- 
med, at least in part, from his own un- 
easy relationship with the Tunku. It was 
the Tunku who, as the then prime minis- 
ter, had removed Mahathir from the 
cabinet in 1969, Mahathir did not men- 
tion the Tunku by name, making only a 
general reference to intellectuals who 
made use of retired leaders. 

But on a wider plane, much of the 
government's irritation stems from the 
ability of public interest groups such as 
Aliran to move the political forum away 
from an executive-dominated parlia- 
ment and the familiar domain of party 
politics, to the more informal one of 
ants participation, over which it has 
ittle control. 

The only public participation the 
government is accustomed to, and has 
the political machine to cope with, is the 
general elections every five years. And 
once having made their choice, “we lose 
all rights until the next five years,” 
claimed Gurmit Singh, president of the 
Environmental Protection Society Ma- 
laysia. "We are made to feel that indi- 
vidual rights are subservient to national 
interests," said Gurmit, in discussing 
fundamental liberties. “I did not envis- 
age that I would feel less free today than 
I did in 1957. Is that what independence 
is about?" 

Given the ruling coalition's 80% pre- 
sence in parliament and the dominance 
of the United Malays National Organi- 
sation (Umno), real decision-making is 
increasingly contained in the hands of a 
few Umno leaders. 

After 30 years of independence, 
vaguely feudal patron-client relation- 
ships still colcur Malaysian society, and 
certainly characterise the bond between 
government and people. Unmarred by 
revolution and — by the standards of 
some developing countries — still com- 
paratively liberal, the government 
shows little inclination to trade in its 
Malaysian-style democracy for West- 
ern-style mass participation. The at- 
titude is rooted in Asian culture. As the 
father, gqvernment knows what is best 
for the children, remarked one confer- 
ence participant. 

ile it was never the goal of the 
conference to challenge the existence of 
the consensus government, which has 
remained undefeated for 30 years, pub- 
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lic education was. And the educated, 
middle class forming the bulk of the au- 
dience seemed hungry to absorb what 
speakers had to say. 

The Aliran gathering was followed 
the next weekend by another, similar 
one entitled “The Malaysian Constitu- 
tion after 30 Years,” organised by the 
University of Malaya’s law faculty — as 
an attempt to make the constitution 
“not eye words, but a living docu- 
ment," said the faculty's deputy dean, 
Azmi Khalid. Although several speak- 
ers were common to both conferences, 
the discussion was markedly more 


muted, perhaps because of the large 
reticent 
latter. 
Significantly, a persistent thread 
running through both meetings dealt 


student audience at the 








with the need to curb the expanding 
powers of the executive. "Some jüdicial 
assertiveness is needed to restore the 
balance of the constitution which has 
shifted too far in favour of the execu- 
tive," said Shad Saleem Faruqi, a law 
lecturer at the Mara Institute of Tech- 
nology, scanning the executive’s “vast 
array of discretionary powers.” He said: 
“Over the past three decades our courts 
have shown extreme reluctance to in- 
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validate parliamentary legislation or 
executive actions on groues of con- 
c sass: Kn 

"The judge's task is made more dif- 
ficult by politicians’ prior pronounce- 
ments," volunteered lawyer Gurdial 
Singh Nijhar. "If a decision goes against 
the government, it takes it as the con- 
frontationist stand of the judiciary. If 
the decision goes along [with govern- 
ment], the public sees it as manipulation 
of the judiciary." 


or some, such doubts about the effi- 

cacy of the given system of checks 
and balances seemed to leave only one 
recourse — the sultans and king — a 
wondrously ironic reversal in a constitu- 
tional monarchy, yet culturally logical 

iven paternalistic views of authority. 

alaysia’s rulers may not wield execu- 

tive power but tacitly they are still tre- 
mendously influential. 

At the time of independence, the sul- 
tans were "preserved and given an hon- 
oured place" because they "sided with 
the nationalists, not the colonial gov- 
ernment," Suffian said. This, com- 
pounded with the romance associ- 
ated with any monarchy, heightened 
an old unquestioning loyalty to the 
palace. 

Historic ideals of rulers as "rallying 
points of patriotism,” remain, Azmi 
said. “In a multi-racial and multi-religi- 
ous country it is very important that 
there be someone above politics whose 
mere presence serves as a constant re- 
minder to government that minorities 
also have rights and should be look- 
ed after like other citizens,” Suffian 
said. 

Delivering the keynote address at 
the university conference, another 
former lord president, now the sultan of 
Perak, suggested the ideal had merits. 
“Moderation in demands, coupled with 
a mutual understanding of the situation 
of our neighbours,” made for an auspi- 
cious start to independence, recalled 
Sultan Azlan Muhibbuddin Shah. 

In supporting a review of the con- 
stitution, Azlan suggested that the 
Rukunegara philosophy — a national 
article of faith created after the May 
1969 race riots, not unlike Indonesia’s 
state ideology, Pancasila, aimed at 
achieving greater unity — be incorpo- 
rated. He also suggested starting the 
review with an invitation to all individu- 
als and organisations who so desired to 
submit information and their views. 
"Such a move would release much of the 
tension within our society and channel 
popular energies into fruitful and con- 
structive channels," he added. 

There are two schools of thought on 
this. Some feel that the airing of "sensi- 
tive issues" would be cathartic to race 
relations; others that it would heighten 
tension. Their intentions, thought, are 
identical — a chance to see peaceful 
evolution of, rather than revolution in, 
Malaysian society. 
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An intellectual exercise 


Some outspoken critics are weeded out of the party 


By Louise do Rosario 


handful of prominent Chinese in- 

tellectuals known for their outspo- 
ken — views were expelled from 
or advised to leave the Chinese Com- 
munist Party (CCP) in early August. 
The move underlines continued divi- 
sions within China’s top leadership over 
the nature and pace of economic and 
political reforms in the run-up to the 
13th party congress, scheduled for 25 
October. 

The latest incident, revealed in 
leftwing newspapers in Hongkong, is 
out of tune with the generally upbeat 
mood of China’s national media, which 
have ay warnings aimed at party 
critics in favour of reports about the 
reforms’ successes. 

Ta Kung Pao and Wen Wei Po, both 
pro-Peking  Hongkong-based news- 
papers, reported on 19 August that 
wished gp u Zuguang, 70, and Wang 

uoshui, a former People's Daily dep- 
uty editor, had been “advised” to leave 
the party. In addition, Su Shaozhi was 
removed from his job as director of the 
Chinese Academy of Social Sciences' 
Institute of Marxism-Leninism-Mao 
Zedong Thought, though he retained 
mapay membership, the newspapers 
said. 


Two other intellectuals, Zhang 
Xianyang who, like Su, is a member of 
the institute, and Sun Changjiang, dep- 
uty editor of Technology Daily, were 
also pressured to leave the party. Wen 
Wei Po said the five were "promoting 
bourgeois liberalisation” and their 
views were “viclating the party's regula- 
tions.” 

The reports provided the first semi- 
official confirmation of the latest party 
purge, which has not been mentioned in 
China's officia! media. Some Chinese 
sources said the five had not been ex- 
pe from the party but rather had 

en asked to leave. 

Three more intellectuals were also 
reported to have been pushed out of the 
party: Ge Yang, editor of New Observer 
magazine, Yu Haocheng, an editor at 
the Masses Publishing House, and Li 
Honglin, a literary critic. These reports 
could not be confirmed. 

Senior party officials, including 
CCP acting General Secretary Zhao 
Ziyang, had indicated that there would 
be no more expulsions of party mem- 
bers in the current drive against 
bourgeois liberalisation following the 
ousting of three intellectuals early this 
year. drive, which aims to discipline 
critics challenging party leadership, 
seemed to have subsided since May due 
to Zhao's efforts to restrain it. 

* 
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Analys’s view the latest assault on in- 
tellectuals as one of a number of politi- 
ca. deals »eing made within the CCP 
leadership.as the party prepares the way 
for top personnel changes and new po- 
licy proposals to be announced at the 
October congress. The latest expulsions 
appear to be a further tightening of 
party ideological discipline before the 
congress rather than a large-scale witch- 
hunt for bourgeois liberals. 

Hu Qiaomu, a politburo member 
and conservative ideologue, reportedly 
visited Wuon 1 August and read aloud a 
decision by the Central Discipline In- 

ion Commission, the party's dis- 
ciplinary body, to seek his resignation 
fre rn the party. 

Wu, who was labelled a “rightist” in 
the 1950s and joined the party only 





seven years ago, apparently is being 


punishec in part because he has criti- 
cised the i l-fated, anti-spiritual ind 
tion campaign of 1983 — which de- 
nounced “decadent influences" from 
the West — and said it had incurred 
worldwide -idicule. He also openly criti- 
cised Hu aad Deng Liqun, the former 
propagaaca chief, in late 1984 for their 
ad:ng roles in the campaign. 


W ang was a main target of the anti- 
spiritual pollution campaign be- 
cause of hs theory that socialism can 
breed alienation just as capitalism does. 
Hu, as a stendard-bearer of mainstream 
Marxist ideology, had been engaged in a 
long-runnirg debate with Wang. 
Neither Wu nor Wang could be re- 
garded as Faving been among the most 
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vocal critics of the party during the past 
two years. Wang, in particular, main- 
tained a low le even during the re- 
latively free intellectual climate of last 
year. The fact that party conservatives 
chose to settle scores with them now 
over what they did in 1983 probably has 
much to do with personal antagonism 
between them and Hu. 

The purges also suggest that the 
party has not forgotten those who did 
not toe the party line during the 1983 
campaign. In his report on party rectifi- 
cation work published in the People's 
Daily on 1 June, Bo Yibo, vice-chair- 
man of the party's central advisory com- 
mission, cited the abrupt end of the 
campaign as an encouragement to 
student demonstrators who protested 
nationwide against conservative gov- 
ernment policies late in 1986 and into 
the early months of this year. 

"Some persons perpetratin 
bourgeois liberalisation were protect 
[during the campaign], so that errone- 
ous thinking continued to develop and 
finally led to the student unrest," he 
said, hinting that punishment of these 
party members would follow. 

Su, an eap ec Marxist phi- 
loscpher, was disciplined, Ta Kung 
Pao said, because he had allowed arti- 
cles opposing the party's Four Princi- 
ples — to uphold socialism, the demo- 
cratic dictatorship of the proletariat, the 
leadership of the communist party 
and Marxism-Leninism-Mao Zedong 
thought — to be ee in publications 
he oversaw and had himself expressed 
bourgeois liberal sentiments. Zhang 
and Sun were accused of being incorrigi- 
ble elements who were engaged in vio- 
lence and sabotage during the Cultural 
Revolution (1966-76). 

The party's disciplinary action was 
taken amid an otherwise more relaxed 
atmosphere for intellectuals. Astro- 
physicist Fang Lizhi, one of three in- 
tellectuals denounced early this year, 
has been allowed to travel overseas and 
attend domestic public functions. Intel- 
lectuals were also invited for the first 
time to Beidaihe — a coastal resort 
where top Chinese leaders have been 
debating future policy — a gesture 
aimed at winning their support for 
reform. 

The recent expulsions, however, 
serve as a harsh reminder for intellectu- 
als of the boundaries within which they 
must operate to avoid the party’s wrath 
while contributing to China’s moderni- 
sation. Now that the controversial topic 
of political reform is back on the 
agenda, Peking perhaps wants to ensure 
there is no outpouring of criticism 
against the party leadership, as was the 
case in mid- 1986 when the togic was de- 
bated publicly. The message seems to 
be that the party will not tolgrate what it 
considers to be deviant behaviour, in 
particular from establishment party in- 
tellectuals — such as Wang and Su, who 
were once high up in party ranks. ou 


3 SEPTEMBER 1987 æ FAR EASTERN ECONOMIC REVIEW 





More than one quarter 
of our sales goes into 


research and development. 


“We believe there is no other way to suc- 
cessfully compete in today’s technology- 
based global marketplace...” 


Henri Martre, CEO Aerospatial 


When you depend, as we do, on 
export markets for 80% of earnings, 
research and development isn't just 
something you pay lip service. 


37, bd de Montmorency - #5 





Its a matter of survival. 

Given the competition we're up 
against, only one objective counts. 

Achieving and maintaining the 
strongest technological position possible. 

That's why we invest a greater 
percentage of sales in R&D than any 
other aerospace company in the world. 

27% to be exact. 


MOS pas 
serospatiak 
serosparial 


w*rospatio/ 
*"*ospafic" 
aspa” 


aerospatiale. 


5781 Paris Cedex 16 - France 


LT ACCEPTED NAME I? 


— i n fille L á 





















ld f 


= 









" e "2 >. i " 
a; " — | Zu 
Él oon 5 oe N ^w. 
m ; b 
a., 


" "D - - us 
Ourgoalis to | 

make sure you 

dontmiss — 


4 hi | 
THE COMING Winter. anyt Ing at Because VISA will be the | 
| Olympics in Calgary, Canada wil the Winter only worldwide card accepted 


be packed with exciting events at the 988 Olympic Games 


o 
| to see. Trouble is the events wi Olympics as you might expect from the 
. 


also be packed. | world's most widely accepted 


Which is why you need VISA, name. 

Because VISA will allow you a TERN And if you need cash at the 
to buy your tickets in advance. so VISA | last minute, VISA will be there 
you don t get ‘eft out in the coic. 


to help you with almost 250 
Anc VISA will also help you locations in Calgary 


Duy what you want when yol 























So aim your VISA Card and 


get there: like a hot, sizzling Travellers Cheques at the , 
| Steak or a down parka to keeg \ WD Fifteenth Winter Olympics apd 
| tl 


| you warm on the slopes. you won t miss ne. 


— ! 





Its everywhere you want to be. 





nacceptable union 


Kim Dae Jung's proposed confederation arouses ire 


By Shim Jae Hoon in Seoul 


arely two months after his release 
from prolonged house arrest, South 
Korean dissident leader Kim Dae Jung 
faces the unpalatable prospect of being 
criticised as an ideological suspect, and 
having to defend and explain his con- 
troversial past political record for the 
second time in seven years. The issue 
which could develop into a political em- 
barrassment for Kim first emerged in his 
15 August statement proposing a con- 
federation of North and South Korea as 
a formula te bring about an eventual 
reunification of the peninsula. 
His initiai mention of the proposal, 
on the anniversary of Korea's indepen- 
dence from Japan during a ceremonial 


speech to the dissident group Council 


for Promotion of Democracy, attracted 
a two-column space on the front pages 


of national daily newspapers. The ruling 


Democratic Justice Party (DJP) re- 


sponded with a statement criticising it as | 


a "reckless idea which might divide na- 
tional opinion" on the sensitive issue of 
reunification, forcing Kim to offer 
-*elaboration and clarification" of his 
*true intention" regarding the proposal. 
Kim said his “confederation of re- 


publics" was incompatible with North 


|. Korea's “confederal republic of Koryo” 
plan, first 
1970s. His confederation is based on 
North Korea accepting the South's right 
to maintain its non-communist political 
institutions and capitalist economic sys- 
tem. With both sides retaining their dif- 


ferent — in fact contrary — systems, | 


Kim said his confederation would func- 
tion mainly as a "symbolic consultative 





proposed back in the early | 





organisation" designed :o maintain 
peace and promote various inter-Ko- 
rean exchanges such as mail and family 


Visits. 


By contrast, the North's "confederal 


| republic of Koryo" (Koryc is the name 


of the ancient, northern kingdom from 
which the English name Korea was de- 
rived) focuses on building a single, uni- 
fied *confederal" government in which 
both sides are.equally represented in 
number, but empowered to produce a 


common foreign and defence policy.. 


Seoul has officially repudiated it as a 
scheme to communise the entire penin- 
sula. 

. Whatseems to be at issue, therefore, 
is Kim's choice of the worc "confedera- 


tion" rather than its substance, but to. 


his chief political adversaries, such as 
DJP President Roh Tae Woo and con- 
servatives within his own Eeunification 
Democratic Party (RDP), the choice of 


the word is more than a matter of 


semantics. The looming controversy has 


reawakened their lingering suspicion 
over Kim's early dabblirgs in leftist 


politics in 1949, shortly after the inaugu- 


| ration of the first South Korean govern- 


ment. 

According to Ham Yua Sik, Kim's 
disaffected former bodyguard who has 
written a controversial "expose" on his 





erstwhile boss, the South Cholla police 


arrested Kim in April 1949 for "sus- 


pected connection” with the South Ko- 


rean Labour Party, which was later 
fused into the Korean Workers’ Party in 
Pyongyang. Kim, this boek claims on 
the basis of hearsay, was one of 
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flimsy charge, it nevertheless echoes 


whom reunification is more than 
| san rhetoric. Many young voters’ 


| playing on the fears of other rightwing 













thousands of “reo 

who had surrendered ¥ 

rean Government. 
While that might appear to be. a 







"the South K 








what the military authorities leaked by | 
bits and pieces in 1980, when Kim ap- 
peared to be seriously aiming for the | 
pu In fact, military figures- 
ave used such background as their jus-- 
tification for opposing Kim ‘as chief 
of state. They have not, however, 
explained why they SHORE supported 
the assassinated president Park Chun 
Hee, Kim's rival in the last free election - 
in 1971. Park received a death sentence | 
in 1949 after having been convicted of - 
belonging to a South Korean com- 
munist party cell, but his record 
never adequately debated during his 1 
years in power. 
Given the irony and sensitivity i 
volved, even. Kim's own staffers. ar 
puzzled by.his timing and choice of a 
topic that can only rekindle the unwel- 
come. .debate on his  politic 
background. One speculation is that 
might have overreached in trying to w 
support from youthful voters, includ 
anti-government university studen 












































































































































































the lack of democracy and contim 
rule by the. military on the penins 
partition. i 
. Nevertheless, Kim is coming | 

rowing . pressure from conserva 
orces, including the DJP and from h 
own RDP over the confederation pri 
posal, the retraction of which would t 
a major political embarrassment fc 
him. The followers of his riva 
Young Sam have publicly qu 
the confederation theme, and th 
reacting with glee over the. pros 

































































































forces in South Korean society, among 
whom are at least 3 million first-genera- 
tion refugees from the North. u 
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| ByCar Goldstein in Taipei 


The end of martial 
law and the rise of the 
opposition Democra- 
tic Progressive Party 
(DPP) have together 
brought about à new 
era in Taiwan's poli- 
zi tics. The reform pro- 
A . gramme implemented by the Kuomin- 
^ mg ( in the past year, has unde- 
_niably gained the ruling party a measure 
. of prestige both at home and abroad. 
| Yet so rapid is the pace of change 
| within Taiwan society that far from 
.| being able to rest on its laurels, the 
s is finding that fundamental 
| changes in its style of operation — in- 
| deed in its self-identity — will be neces- 
| sary to ensure its survival. 
| | President and party chairman 
.| Chiang Ching-kuo and his long-time 
. associate, party secretary-general Lee 
| Huan, have launched a campaign to 
| convince a reluctant KMT of the need to 
| develop a genuine popular base for the 
| first time in the party's 68-year history. 
.| The two septuagenarians — Chiang is 
| 77, Lee 70 — have become the most 
L i Wap proponents of the view that 
.| the KMT must adapt, or face a gradual 
.| butirreversible decline in its fortunes. 
| Signs abound that the old mechan- 
| isms of control will no longer serve. 
__A formerly quiescent public's increas- 
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President Chiang Ching-kuo, at 77, acts to rejuvenate the KMT 


New-look old guard 


like wildfire around the island, to the 
point that factories cease production be- 
cause workers and managers are too 
busy playing the game and long- 
disregarded minor gods are attracting 
thousands of believers for their pre- 
sumed ability to foretell winning num- 
bers 


The DPP, though preoccupied with 
internal struggles, has yet managed to 
po up its pressure on the government. 
Although the KMT has still not formally 
recognised the DPP, the opposition 
party has forged ahead in establishing 
its own islandwide network of local 
branches. The KMT, for its part, has 


more assertive in pursuing the news. 

Recent headlines have been about 
Mag i forcibly shutting down a pollut- 
ing factory, or laid-off workers from a 
statc-owned enterprise camping out on 
a government ministry's doorstep. 

In another case, thousands of dis- 
gruntied retired servicemen — all main- 
landers. but 20 longer automatically the 
KMTs mos? val supporters — laid 
siege to party headquarters in Taipei to 
press their Gemands for better welfare 
benefits and the right to visit the main- 
land before they die. Government per- 
mission to wisit the mainland, recent 
press reports suggest. could come as 


early as this month. tacitly signalled its willingness to ignore 
In the southern city of Tainan, hun- | the question of the DPP's legal status. 
dreds of disaffected youths sacked leaders are rightly afraid that if 


police headquarters and burned police 
vehicles. What had angered them? The 


they do not seize the mantle of reform, 
then the result will be to hand the DPP 
police had tned vainly to interfere with | an easy opportunity to expand their 
illegal, midaight motorcycle racing, | existing 20-30% base of electoral sup- 
which has been attracting tens of | port. 
thousands of youths on public high- Some KMT officials speak of du- 
ways. plicating the success enjoyed by Japan’s 

Even more bizarre social pheno- | Liberal Democratic Party (LDP), which 
mena are piy at a pace that | has ruled for more than 30 years while 
amazes social scientists and strikes fear | still preserving the trappings of demo- 
into the hearts of government officials. | cracy. The point is not whether a politi- 
An TAN numbers game called Ta Chia | cal entity that grew out of Japan’s speci- 
Le — Happiness For All — has spread | fic national conditions could work in 

: | Taiwan. It could not. 
Rather, the question they must ans- 










ing willingness to take direct action | Using opposition tactics: 16 | weris whether a ruling party which has 
. to redress grievances can be seen almost op E page kept itself in power through a judicious 

every day in local newspapers. Even An attractive option: page 18 mixture of police-state powers and ris- 
. the local press, which once obediently - View from Peking: page 18 ing material standards can turn itself 


.| followed the party's directives to sup- - 


into a popular vote-winning machine 
_ press or exaggerate stories, grows ever - 


like the LDP —- and not, as has always 





with close advisers. Their decisions would then be 

Ao by the gon Standing Committee 
, theoretically 's su e a 

The CSC currently Eas 30 Birat "- ey 


| Oiling the old machine 


A’ important facet of the KMT referm pro- 













. A gramme that President Chiang and his aide, Lee looks all but certain to inherit the mantle 

| party -general Lee, are promoting is the of party leadership. Although he could not hope 

| attempt to strengthen a decision-making to wield the same degree of power, he would 

paratus grown creaky through disuse. Decades of _» `| likely be the first-among-equals during a period of 
one-man, or , rule have cut the ruling x | collective rule. 











's formal structure out of the power leop. 
hiang knows better than anyone else that he 
will not be around too many more years. 41 77 the 


The two old comrades have developed a 
» | aimed at the functions of the esc, 
which could then serve as à more effective power 













T polen t, who suffers from diabetes, stil enjoys base for Lee. The centrepiece of the plan, as pass- 
a mental but cannot see well. Nor can he _ed by the CSC on 5 August, is to divide the com- 
walk with ease. Thus, he is keen to prepa»e the party for his | mittee into six functional subgroups. Ld 
i departure. | These groups, meeting separately as needed, would reach 
y D the era of the late pn Chang Kai-shek, the | decisions on major issues that would then meed to be 
s Trem bank Council (NSC) was the ed forumfor | approved by the full CSC. The six groups would be political, 
` | issuing decisions. After the elder Chiang’s death in 1975, his | party, social, financial and iconem incidens and judi- 
son, who was then premier, allewed the NSC tofall | cial affairs. KMT headquarters, headed by Lee, would coor- 





into disuse — preferring instead to rely on informal meetings 





dinate the subgroups’ work. 
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been the case, by manipulation of a 
stacked electoral system. 

Could the KMT be sure of winning 
elections based entirely on its appeal to 
the electorate? Considering the party's 
Leninist structure and ingrained au- 
thoritarian habits, this would indeed re- 
present a revolutionary change. 

One test will be whether party po- 
licymakers move in the next year or so 
to revise the legal and constitutional 
structures that back up their rule. These 
include a whole body of “emergency- 
period" legislation, which give the gov- 
ernment extraordinary powers. 


Aw" key point is the election 
law. It would be very difficult for 
the KMT to lose its majority given the 
strict limitations on opposing candi- 
dates’ campaigns which are, for exam- 
ple, denied access to mass-media adver- 
tising. Other rules forbid opposition 
Candidates campaigning for each other, 
each one having to run a lone operation. 
The Interior Ministry is now working on 
a revision of the bill, but initial indica- 
tions are that the changes will not be 
thorough enough to eliminate the 
KMT's built-in advantages. 

Thus observers retain considerable 
scepticism that the party intends to go 
beyond making cosmetic changes. But 
there is a new seriousness and energy 
coming from the top that represents a 
marked break with the past. 

No one, least of all KMT decision- 
makers, is assuming the task will be 
simple. “It is not an easy job to turn a 
supertanker around," said Ma Ying- 
jeou, the ruling party's Harvard-edu- 
cated deputy secretary-general. 

But if successful, the effort would 
change the internal dynamics of power 
and politics in Taiwan. There would 
likely be wider ramifications as well. 
Peking would have to calculate the ef- 
fects of a truly popularly backed govern- 
ment in Taipei on its formula for luring 
Taiwan back into the fold. 

In Hongkong, where a concerned 


population looks ahead to the return of 
Chinese sovereignty in 1997, altered 
perceptions of Taiwan could change ex- 
pectations about the future as a part of 
China. If Taiwan can become democra- 
tic, why not Hongkong? 

And in Washington, where policy- 
makers have achieved a comfortable 
balance between the rhetoric of a “one 
China" policy and the reality of a “one 
China-one Taiwan" policy, the KMT's 
stubborn insistence on its own version 
of the *one China" policy has up to now 





been a comfortable fit. But if the KMT 
eventually were to find itself pushed by 
public opinion to give up the claim to 
the mainland, then the US Government 
would face awkward choices. 

Ma's analogy for the difficulty of 
achieving genuine change is an apt one. 
Although Chiang has the power and 
prestige to set the KMT's agenda, he 
still must balance the concerns of com- 
peting constituencies. Some are strong- 
ly attached to the status quo. 

Among these are many of the party's 


7,200 cadres. TheirPftronage-dispens- 
ing powers at the local leVel would be di- 
rectly affected by a plan urfder consider- 
ation to displace some of them by hav- 
ing elected representatives serve con- 
currently in basic-level party offices, 
rather than relying entirely on the pro- 
fessional cadres. 

Another influential group lobbying 
against change are many of the elderly 
mainlanders in the KMT central com- 
mittee and military who fear that relax- 
ing the party's iron-grip will undermine 
what they regard as the sacred task of 
national recovery. Their influence has 
been weakened owend by the ageing 
process and their own inability to recon- 
cile themselves to the changing times. 

Ku Cheng-kang, 86, the redoubtable 
rightwing warrior, has grown increas- 
ingly forgetful, say those who know 
him, and is no longer able to participate 
in political battles with his wonted zest. 
Huang Shao-ku, also 86, who like Ku is 
an old comrade of the late president 
Chiang Kai-shek, was forced from his 
position as president of the judiciary 
earlier this year. 

The cause was the younger Chiang's 
displeasure over Huang's efforts last 
year to sabotage the KMT's dialogue 
with the opposition. In Huang's place, 
Chiang named Lin Yang-kang, a popu- 
lar native Taiwanese politician who had 
spent the previous three years on ice — 
in the largely ceremonial post of vice- 

remier — while a cautious Chiang 
ooked for the proper time and place to 
use him. 

Ageing parliamentarians make up 
another lobby against change. Taiwan 
retains a parliamentary structure based 
on the make-believe notion that the 
dwindling number of survivors from 
1947 elections on the mainland still rep- 
resent their mainland constituencies. 

Amid a national debate over how to 
democratise Taiwan's Legislative Yuan 
and national assembly, 10 elderly lead- 
ers of KMT factions in the two bodies in 
mid-August wrote to Chiang protesting 


In the recent past, typical CSC meetings consisted of the 
members sitting mute as they listened to work reports from 
various heads or government officials, the chair- 
man's brief instructions, followed by an obligatory, unanim- 
ous show of hands on the day's motion. 


denn A ees ee off major ground tremors in the 
meeting by ordering the members to speak out more. 


elders how the CSC's functions should be enhanced. 
day, Lee sent a letter to each committee 
em to put their answers in writing before 8 
wn accus- 
silence, is a 
imac nage mpi enirn Prae eiae sep 
, the proposal to hand increased power to the 

body elicited strong opposition from a number of mem- 

. The most ue ama in attacking Lee's proposal was 
Seer rera inen , the powerful secretary-general of the 


Party sources said his criticisms were 
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The follo 
high-ranking 


superficially concerned with the increase in the number of 
meetings Lee's programme would entail. 

His real concern, however, was said to be two-fold. 
Strengthening the CSC system would reduce his own impor- 
tance as chief of staff of 's office, which gives him a big 
say over who gets to meet the t. Secondly, he knew 
full well that Lee's personal influence would increase with his 


ability to direct the subgro n 
the CSC misses the ‘ 


The concern with stre 

however, in the view many critics within the ° 
Rather, it is how to make the committee itself more 

tative of both the party as a whole and, more importantly, the 
public. 

The KMT is expected to hold its long-delayed 13th party 
congress next spring. At that time, a new central committee 
and central standing committee will be elected. Analysts say 
the 150-member central committee will be to re- 
flect more closely the party’s overall composition. Of some 
2.3 million party members, about 65% are native Taiwanese. 
The party’s task is to bring more of them into the upper 
levels. — Carl Goldstein 
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against plans to irfemease the number of 
seats represenemt voters in Taiwan — 
now only a small minority. Although 
cloaked in constitutional terms, their ar- 
ments, as reported in the local press, 
isplayed most of all a fear of losing 
their benefits. 

Against these pressures, Chiang's 
vanguard in the internal party debates 
has been Lee, who took up his post on 4 
July this vear. Ties between the two 
men go back to the early 1950s, when 
Lee was Chiang's lieutenant in the 
China Youth Corps, the KMT's answer 
to Peking's Communist Youth League. 

The new party chief had earlier spent 
years in the political wilderness. He was 
on the losing end of a 1977 power strug- 

le with conservative military officials. 
t was not until 1984, when Chiang 
brought him back into the government 
as minister of education and then, in 
1986, when the president put him 
on the party's central standing com- 
mittee, that Lee had clearly regained 
his position as the favourite to take 


over the party leadership after Chiang. 

Since then, he has not been shy 
about using the authority imparted by 
his close re.ationship with Chiang to 
crack Me whip on recalcitrant com- 
rades On 17 August, Lee warned 
senior party teaders that the KMT must 
“move m step with the changing times" 
by learring to compete fairly with other 
pelitica paries. The KMT's aim, he 
sad. must be to create “a new democra- 
tic society.” 

The autheritative forum chosen for 
putting across this message — a memo- 
rial meeting to honour the party's 
founding father, Sun Yat-sen — lent 
added weight to the words. So did the 
unspoken, but essential, sub-text. All 
present «new he spoke for Chiang. 

“Ths was intended as a clear warn- 
ing tothe conservatives not to try block- 
ing the party's reform policy,” said 
Haang ~hu-wen, 46, a Taiwanese legis- 
laor wno is a leading member of the 
KMT ss zroup of Young Turks. 

A, key reason for launching the cam- 


The Young Turks use 
opposition street tactics 


The crowd cheered 
lustily as the politician 
sharply criticised gov- 
ernment policy. Speak- 
ing easily in the 
Taiwanese dialect, he 
demanded new elec- 
tions to replace life- 
time members of the “10, ears” 
parliament — so called, ironically, be- 
cause of its big majority of delegates 
who have not faced an election since 
1947. 

He gained more points with the sev- 
eral thousand people crowded into a 
school yard by calling on the KMT to 
abandon its “head-in-the-sand policy” 
of forbidding Taiwan nationals from vis- 
iting the Chinese mainland. 

This scene, which took place in the 
northern city of Taoyuan on 1 August, 
was not an Sason DPP rally. 
Rather, it was the first in an intended 
series of campaign-style speech meet- 
ings by legislators of the KMT itself. 
The speaker at the first rally was Huang 
Chu-wen, 46, a second-term legislator 
representing the Taoyuan district. 

Under the slogan “the KMT takes to 
the streets,” Huang and a half-dozen 
other leading lights of the ruling party's 
younger generation have launched a 
campaign to confront the opposition 
DPP on its own turf. 

"We don't see why the DPP should 
have a monopoly on street politics," 
said Jaw Shau-kong. 36, who, like 
Huang, is a KMT member of the Legis- 
lative Yuan. 

Their idea was that the ruling party 
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has tracitionally failed to exploit latent 
popular support for its policies because 
it aad never before been necessary. The 
perty machine could not only produce 
as many votes as needed, but also allot 
them precisety according to plan. 

With President Chiang and KMT 


Secretary-General Lee bidding party 
members to compete on an equal foot- 
ing with members of other political par- 
tics, these relatively young ipie pad 
heve chosen to take their elders liter- 
aly. They feel also that the existing dis- 
aray im the DPP leaves a political 
vacuum which the KMT should move 


paign to reform the party now is to pre- 
pare for the dav when there will not be a 
Chiang making all the important deci- 
sions. That day cannot be too far off, 
given the president s fragile health. 


TX origins of the pereo pro- 
cess go back to 1955. The year was a 
low-point for the government and ruling 
party. The economy was bad, and a suc- 
cessicn of industrial accidents and natu- 
ral disasters created the impression that 
the authorities had lost control -of 
events. 

Worst of ail, the Cathay financial 
scandal — in which the Tenth Credit 
Cooperative, a deposit-taking coopera- 
tive owned by a leading KMT-as- 
sociated family conglomerate, col- 
lapsed amid massive illegality and offi- 
cial negligence — blackened the gov- 
ernment's reputation. It caused the 
downfall of the finance and economics 
ministers, plus then secretary-general 
Tsiang Yien-si. He was blamed for mak- 
ing bank chairman Tsai Chen-chou a 


boldlv to explcit. "We are the party of 
reform now, sc if we don't let the voters 
know, who will?" Jaw said. 

Besides Jaw, who represents Taipei 
in the legislature, the other main figures 
in this group include former 
diplomat Hung Chao-nan 
from Taichung, Li Sheng-feng 
of Tainan and, until recently, 
Chien Yo-hsin, 41, of Taipei. 
Chien, however, had to resign 
his seat in the legislature when 
he became head of the new 
cabinet-level Environmental 
Protection Agency, which was 
established on 22 August. 

Following Huang’s open- 
n in Taoyuan, the 
KMT's Young Turks plan to 
hold similar meetings in 
Tainan, Taichung and Taipei 
during the run-up to the legis- 
lature ’s next session, to open 
in late September. 

Their plan has been 

reeted warily by the party 
eadership. Ranking conser- 
vatives especially found it dif- 
ficult to understand what ad- 
vantage the party was to gain 
from this type of activity. 
Party sources had said there were moves 
afoot to quash the programme until 
Chiang himself, while receiving a 
group of legisiators about to embark 
on an Overseas trip in early August, 
gave his blessings to the public ral- 
lies. 

The reformers believe the KMT’s fu- 
ture depends on its ability t@ recruit 

ounger people of the right calibre to 
gin moving up through the party and 
government bureaucracy. Lee had been 
a leacer in the effort to bring new blood 
into the party, particularly native 
Taiwanese, when he headed the KMT’s 
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KMT candidate for the legislature, even 
as government banking auditors were 
closing in on the brash young executive. 

The last blow came with the Bureau 
of Investigation's report on the indi- 
viduals who had been able to withdraw 
their money just days before Tenth 
Credit was publicly announced to be in 
trouble. Only a sanitised list was ever 
made public, but sources said many top 
party and government officials had been 
among those earning annual interest 
rates of 25% and up from illegal loans to 
Tsai's affiliated companies. 

^When Chiang saw that list, he was 
extremely disillusioned," a foreign 
analyst said. Party sources said this disil- 
lusionment with a party seemingly rife 
with corruption contributed to the far- 
reaching decisions taken in early 1986. 
These included lifting martial law, al- 
lowing the establishment of new politi- 
cal parties, a search for a new formula 
for electing representatives to parlia- 
ment and reform of the party itself. 
Given Chiang's and Lee's determi- 





organisation department in the 1970s. 
Now that he has returned to party 
power, he is likely to renew the party's 
emphasis on this process. 

n at least a couple of cases, how- 
ever, his effort during the earlier period 
had backfired. Both Hsu Hsin-liang and 
Chang Chun-hung, who later became 
leading members of the opposition dur- 
ing the 1970s, had been brought into the 
KMT under his tutelage. They were 
being groomed for higher positions until 
both men broke with the ruling party. 
Their later election as opposition candi- 
dates to important local-level posts in 
the 1977 elections was one of the factors 
behind Lee's temporary downfall. 






























he party is now finding the current 

generation of young politicians a 
two-edged sword. With legislators such 
as Huang or Jaw, the KMT gains articu- 
late, outspoken politicians who can 
draw crowds, and voters, in their own 
right. Their presence on the KMT ticket 
lends credibility to the party’s claims to 
represent the forces of reform. 

Jaw, in fact, had not initially been 
nominated by the party to stand for the 
legislature last year. Then a Taipei city 
councilman and the host of a popular 
TV public-affairs programme, he was 
considered too liberal by the more con- 
servative party officials controlling the 
nomination process. Nonetheless, he 
announced his intention to run with or 
without the party's blessing. 

After considerable internal debate, 
the word came down from on high that it 
would e better for the party to support 
his nomination — and be in a position to 
claim cre@lit for his victory. In the event, 
he was the largest vote-winner out of 10 
successful candidates with popular op- 
positionist Kang Ning-hsiang second. 
At the same time, the Young Turks 
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nation to force change upon the KMT, 
there are definite limits to how far they 
want to go. There is to be no fundamen- 
tal change in the Leninist conception of 
the party's duty to lead the government. 

At present, there are formal party 
branches in key government ministries, 
universities and industries. Most likely 
there will be a change in how they carry 
out their duties. 

The first concrete change has come 
in the universities. The party office at 
prestigious National Taiwan University 
in Taipei was moved off the campus in 
early August. The re-think of the party 
branches' role is partly a Gefensive mea- 
sure. While proclaiming its intention to 
compete on an even footng with other 
political parties, the KMT would hardly 
permit the DPP to establish correspond- 
ing offices on campuses or other kinds 
of organisations. 

How far the process will be taken has 
apparently not yet been resolved, how- 
ever. Chiang himself has yet to take a 
clear position on the question. oO 






go well bevond official party policy in a 
number of sensitive areas, including ties 
with mainland China and democratisa- 
tion of the parliamentary structure. Be- 
fore the government finally ordered the 
lifting of martial law in July, Huang in 
particular had publicly pressed for it 
to be done as soon as possible. 

Thus, they have aroused sharp re- 
sentment among conservative opinion 
centres within the party. people whose 
views must also be placated by Chiang 
— even when he has determined not 
to follow their counsel. 

Some analysts feel the KMT's young 
liberals serve a useful purpose for the 
party beyond the public credibility and 
support they can attract. “When the 
party's top leadership has decided upon 
a course of action, particularly one they 
know will be unpopular with substantial 
poruo of their old comrades, it is very 

elpful to have young lions like Jaw and 
Huang speaking out and creating a cer- 
tain atmosphere," said Hwang Yueh- 
chin, an influential professor of law at 
National Chengchi University. 

The rapid changes im the govern- 
ment's policy on contacts with China in 
the past few months are a case in point. 
Lifting the ban on direct tourist travel to 
Hongkong and Macau; continuing pre- 
parations to allow non-political materi- 
als from China to be re-published in 
Taiwan and, according to recent local 
press reports, the decision explicitly to 
permit Taiwan nationals to visit family 
in China — possibly as soon as this 
month — all represented sharp about- 
faces from long-standing policy. 

Critical speeches in the Legislative 
Yuan and elsewhere by the young legis- 
lators had in effect laid the groundwork 
on this for the governmeat by preparing 
public and party opinion. 

— Cari Goldstein 
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Taiwan — Hongkong’s 
attractive alternative 


By Emily Lau in Taipei 


On 20 August, the 
ule) KMT newspaper Cen- 


nounced an es- 
say competition for 
young people on the 
topic “one country, 
two systems.” Al- 
though many pu here oppose re- 
unification with mainland China, the 
competition signifies the KMT's desire 
to find out how the younger generation 
view the issue, particularly in the light of 
current reforms. 

Many le here do not believe 
that the Peking formula promising a 
continuation of capitalism under 
Chinese sph hag M will work for 
Hongkong after 1997. Neither do they 
think that the Hongkong model will 
serve to lure Taiwan into accepting simi- 
lar reunification plans. 

The liberal reforms taking place in 
Taiwan have been well received, and 
some view them as helping the KMT to 
outflank the Chinese Communist Party 
(CCP) in appealing to the Hongkong 
E le. The director-general of the 

s overseas affairs department, 
Cheng Shin-hsiung, said the political re- 
forms would create an atmosphere of 
political competition in Hongkong and 
make the CCP more flexible. 

Most xni e gg liberalisation will 
make reunification between Taiwan 
and China more remote but may make 
Peking more tolerant of democratisa- 
tion in Hongkong. KMT legislator Jaw 
Shau-kong said i Taiwan insists on not 
negotiating with China, the CCP would 
probably treat Hongkong better. 

But this is not Taiwan’s main con- 
cern. Both KMT and opposition Demo- 
cratic UR diris Party (DPP) politi- 
cians, academics and journalists gener- 
ally seem convinced that Hongkong has 
no political or economic future. KMT 
central committee deputy secretary- 
general Ma Ying-jeou said the size of 
the Hongkong problem would be 
clearer as the 1 deadline draws 
nearer but, since Hongkong is Taiwan's 
third-largest trading partner, the KMT 
has a contingency plan to deal with the 
economic problem which will develop. 

KMT officials and legislators say 
Taiwan intends to liberalise its political 
and economic systems so that it can re- 
place Hongkong as an international fi- 
nancial centre and attract talent and 
capital from Hongkong after 1997. 

O ition DPP national assembly- 
man Hong Chi-chang said "everything 
is too late, time is running out" for poli- 
tical reforms in Hongkong under the re- 
maining years of British rule. Hong said 

. 
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the DP?'s emphasis on self-determina- 
tien wes to ensure that Taiwan would 
net follow in Hongkong's footsteps, 
w'th :ts fate decided in negotiations be- 
tween tne KMT and CCP. 

The consensus is that the current re- 
forms are a response to pressures from 
liberal elements within the KMT, from 
ar :rcmeasingly agitated society and 
have been influenced by the experience 
of the Philippines and South Korea, 
waerca- in Hongkong very little of 
those pressures exist. 

Few Hongkong politicians and poli- 
tical groups refer to the Taiwan example 
as an excuse for democratisation, 
though some independent Hongkong 
magazines have warned Peking that po- 
lical developments cannot lag too far 
bchind Taiwan because that would 
make the Hongkong model completely 
urappealing 

For he time being, Peking appears 
more conceraed with tightening control 
over Hcngkong than entering a race for 
democracy with Taipei. Peking appa- 
rent.y believes that so long as Hong- 
keng can remain prosperous and stable, 
without political reforms, its future is 
secured 

Natienal Taiwan University history 
pipiens Chang Tana une said if 

aiwan succeeds in establishing a con- 
st&uttoral democracy, it may encourage 
H»ngxong to do likewise before 1997, 
but he is not optimistic. This is because 
H»ngxong does not have a history of 
democracy and elections, and the peo- 
ple’s po. itica. consciousness is low. 

“If the democratic movement can 
snowball in the next 10 years and Hong- 
kcng caa hold Taiwanese-type elections 
orce or twice, maybe a democratic sys- 
tem can be put in place for post-1997," 
Ckang said — 

Few people in Hongkong publicly 
su»port developments in Taiwan for 
fear of being branded pro-KMT. But as 
the political, social and economic re- 
fo-ms unfold in Taiwan, the island may 
become an alternative for Hongkong 
emigrants who are currently flocking to 
Canada and Australia. 

With the lifting of foreign-exchange 
controls here, the ease of travel and the 
gradual intreduction of political and 
press freedom, Taiwan may become an 
atwacuve destination for Hongkong 
people who want to settle in a free and 
demoerstic Chinese city, some political 
observers believe. 

Certzinly, the recent developments 
wil be exploited by the Taiwan au- 
therities, who are keen to woo profes- 
sicnal aad skilled people from Hong- 
kong. o 


View from across 
the Taiwan Strait 


By Robert Delfs in Peking 
R ecent KMT moves towards political 
liberalisation — and particularly in- 
dications of a more relaxed policy to- 
wards travel to the mainland — are view- 
ed as "generally positive" here, while 
at the same time ary move towards self- 
determination as an opposition goal will 
create concern 

The changes in KMT policy are 
* for the people,” according to 

en Shichen, a research fellow at the 
Institute of Tawar Studies (ITS) of the 
Chinese Academy of Social Sciences, 
who sees the KMT as facing a mounting 
challenge from genpery politicians. 

More trave: ard contacts with the 
mainland is seen as a victory for China's 
"soft approach towards peaceful 
reunification, following the China Air- 
lines incident in May last year, when 
Taiwan agreed to direct talks with main- 
land officials in Hongkong to arrange 
the return of a jumbo jet and its crew, 
diverted to Canton by a defecting pilot. 
But there is also concern about future 
implications of further divergence be- 
tween the mainland and Taiwanese po- 
litical systems, and anxiety about the 
emergence of self-determination as a 
theme of p politics. 

Pekin as therefore adopted, a 
“wait and see” attitude, diplomats say. 
“We support any changes [by the KMT] 
which lead towards further exchanges 
and contacts, and towards eventual 
reunification,” one Chinese official told 
the REVIEW. Therein lies the dilemma: 
while relaxing restrictions on family 
visits, tourism and business contacts is 
clearly popular in Taiwan, the opposi- 
tion's public suppert may also reflect 
underlying support for Taiwan indepen- 
dence, a concept which until now the 
KMT and Peking have been equally an- 
xious to suppress. 


"Without reunification, Taiwan’s 
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| ndependent, idealistic, visionary — his own man. All descrip- 

tions which could be applied to both the creative genius and 
entrepreneur in their pursuit of an ideal 

Such a man was Benjamin Franklin, American 
and distinguished scientist 

His first attempt to go it alone as a printer — an honest 
artisan — failed, and it was only his reserves of inner strength 
and single-mindedness which sustained him 

ts a great pity he couldnt have Set Up here in 


Glenrothes. He would have found no shortage of help and 
G 


Statesman 
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encouragement from well-established companies in the town - 
Benjamin could.even have bought all his paper supplies right 
here in Glenrothes 

Here, in the heart of Scotland, he would have had the most 
breathtaking scenery in Europe to allay any homesickness and 
he could have played golf at St Andrews - before the folks 
home in Massachusetts discovered the game 
If like Benjamin, you too are in pursuit of excellence 
thing vou need is here 
We'd like your company 


bac 


every- 


| GLENROTHES 


)MBIE, DIRECTOR OF DEVELOPMENT, GLENROTHES DEVELOPMENT CORPORATION 
SCOTLAND KY? éNR, TELEPHONE 


0592-754343. TELEX: 727115 
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situation will be upstable and it may one 
day be taken Tay by someone else," 
Chinese leader Deng Xiaoping told US 
Nobel Prize winners Yuan-tseh Lee and 
T. D. Lee on 16 May. The economic gap 
between Taiwan and the mainlandis being 
reduced, Deng said, and this trend 
should become more evident in the first 


half of the next century, suggesting that | 


Deng's timetable for reunification, if it 
exists, is fairly long-term. 


But Deng also indicated to the two | 
US academics that self-determination | 


was the main danger to future reunifica- 


tion, according to a July article in Hong- | 
kong’s Wide Angle magazine, which | 
said that Deng regards the Taiwan | 


opposition Democratic Progressive 
Party’s advocacy of self-determination 


as equivalent to claims of independence | 


for Taiwan. 
However, others seem reluctant to 


reunification. “Different [opposition] 
leaders have said many different con- 
tradictory things,” one official com- 
mented. “We really don’t know about 
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categorise the opposition as a threat to | 





The colonels are back 


Former coup leaders form a new political party 


them yet." The KMT has been compel- | 


led to end martial law and allow opposi- 
tion parties by *external pressures and 
internal troubles," according to ITS 
analysts speaking at a symposium sum- 
marised in the 4 May Beijing Review, 
thus discounting the moves as a creative 
initiative by President Chiang and other 
KMT leaders. 

This analysis also provided a future 
basis for laying responsibility on the US 
should the s liberalisation go awry 
from the mainland's point of view. “Ex- 
ternal pressures" means pressure form 
the US, according to ITS deputy direc- 
tor Li Jiaquan. 


However, other Taiwan experts 


stress the rise of opposition politics as a | 
wil sel the country.” The Awami 
with the likelihood of a growing political | 
. ment of supporting the new party. 
e opposition stands for the in- | 
the middle class which | 
emerged in the 1960s," according to Cai | 
Mingxi, deputy secretary-general of | 
| b* the suthorities to seek exile in Libya. 
_ tive attempts to return to Dhaka. In 


normal facet of Taiwan’s development 


role in the future. 


terests of 


the mainland-based Taiwan Democra- 
tic Self-Government League. 
group's economic growth is inevitabl 
reflected in the political domain [as it 
claims its deserved share of power from 


the KMT. It is now encouraged and su 


ported by figures in the US both inside 
and outside the government." 

But many analysts also used the 
word "turbulent" in describing the cur- 
rent political climate in Taiwan. The 
changes in policies have occurred be- 
cause the KMT feared that disturbances 
and discontent might get out of control, 
according to Wu Jiatong, head of the re- 
search department of the All-China 
Federation of Taiwan Compatriots. 

The danger, one diplomat warned, is 
that Peking leaders might misread the 
evolving political situation in Taiwan. 
"They are allergic to political instability | 
and this could lead to miscalculation. "gy 
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Br S. Xamaluddin in Dhaka 


qM »irth of a new political party, 
opposed to the Awami League and 


tolerated by the ruling Jatiya Party 


(JP), has added yet another twist to 
Bangladesh's volatile politics. The 
Freedom Party was formed by former 
cdonels Faruq Rahman and Abdur 
Rashid. the leaders of the August 1975 
coup, in which the then president 
Sheikh Mujibur Rahman and most mem- 
bers of ais family were assassinated. 
Launching his party on 3 August, 
Farug described the Awami League as a 
bench of “betrayers” and “agents of 
Indo-Seviet imperialist forces," adding 
that “if we don’t pin-point them, they 
League promptly accused the govern- 
The August 1975 episode was fol- 
lowed by a series of and counter- 


ceups and by November that year, 
Faruq and his associates were allowed 


Since then they have made some abor- 


1*85, Faruq was arrested after he man- 

te sneak into the country with 
forged travel documents, but was re- 
leased a vesr later and was allowed to 


ren im the 1986 presidential election. 


Sheikh Hasina Wajed — the head of 
the Awami League and daughter of 


, Mujib — whe has often demanded that 


Faruq and his group should be tried for 


murder, recently accused President H. 


M. Ershad's Moe of sponso 
the Freedom Party. She added that the 
gevernment was “protecting the killers 
of Sheikh Majib and rehabilitating them 
im politics." 
The political was queered as 
the Awami League decided to observe 
15 August as a mourning day to mark 
the killng of Sheikh Mujib. On its part, 


the Freedom Party designated that day 
as the 12th anniversary of its *August 
Revolution." A number of bloody 
clashes erupted between the supporters 
of the two parties :n the days leading to 
15 August. Initialy the Awami League 
tried to play dowr these clashes, but on 
16 August, Hasina issued a stern warn- 
ing te her opponents: “We shall [settle 
the score] for each drop of blood that 
has been shed by eur workers.” 

A prominent Awami League MP, 
Asadul Huq, told the REVIEW: “The 
government canmot pardon the self- 

ed killers patronise them 

at the same fime." The Awami League 

workers, he added, “are fully pre- 

red to teach the Freedom Party hood- 
ums a lesson." 

Faruq and Rashid, in addition to 
their denunciation of the Awami 
League as “fifth eolumnists,” also call- 
ed for the dissolution of the parliament 
to be followed by a general election. 
While side-steppmg the former co- 
lonels’ tirade ' fhe , the 
ng JP took the opportunity of'de- 
bunking the Awami League. — 

The JP convened a forum to discuss 
the significance of 15 August. Shah 
Moazzem Hossaim, the JP secretary- 

eneral, told the forum to “take a lesson 
rom the 15 August change-over.” In an 
apparent warning to the Awami 
League, he added: “The Jatiya Party 
will continue to respect the role of 
Sheikh Mujibur Rahman as a leader of 
the Liberation War, but it will equally 
condemn the undemocratic activities 
during his rule.” 

In view of the concerted attacks on 
the Awami I e. believe 
that political violence could escalate 
further as most of the opposing groups 
have access to firearms. Oo 
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Hitachi's wide-ranging audio- 
visual technologies include 
Picture-in-Picture for simulta- 
neous viewing of more than 
one program on a single TV 
screen, DAT, a high-density 
projection display, and frame 
memory used in IDTV. 





AV should be more than faithful sight 
and sound reproduction. Ideally, it also creates 


drama and ambience. 


Digital technology (the conversion of con- 
ventional signals into computerized zeros 
and ones) has led to a remarkable prolifera- 
tion of audiovisual uses — in TV, for example, 
for more diversified and sophisticated pro- 
gramming and information services acces- 
sible through computer connections or 
videotex terminals. And this is only the 
beginning. 


Hitachi's scientists and engineers are 
using digital applications such as frame 
memory to develop Improved Definition TV. 
IDTV will greatly improve picture quality with- 
out changing current broadcasting stan- 
dards by doubling the density of scanning 
lines and increasing vertical resolution 1.5 
times. This same Hitachi technology has 
resulted in the Digital Audio Tape recorder, 
which is capable of superior recording and 
reproduction. 

Hitachi's original screen technology has 
led to high-density big screen projection 


KP 3009 
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TV, using screens up to 110 inches. It is con- 
tributing to a wholly new technology, High 
Definition TV. HDTV is capable of photo- 
graphic quality resolution and will soon 
enable satellite services to transmit wide 
screen images that give the viewers the feel- 
ing of actually being there. 


We link technology to human needs, and 
believe that our special knowledge will lead 
to numerous easy-to-use systems and prod- 
ucts with highly advanced functions. 

Our goal in audiovisual — and in medicine, 
energy and transportation as well — is to 
create and put into practice products and 
systems that will improve the quality of life 
the world around. 





2 Hitachi, Ltd. Tokyo, Japan 
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THE CHARISMA OF THE FILIPINA. IT COMES FROM SOMEWHERE 
AND IT SHINES ON EVERY FLIGHT. : 
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DEEP WITHIN. 


WE'VE CHANGED 


When the Jakarta Hiltor International first 
opened it was a little wey out of the city. This 
gave us more room, SO Jur guests C ouid relax 
in Our private grounds 

Over the years however, things have 
changed. Not our spacieusness, we still have 
our 32-acre gardens, bur the face of Jakarta 


itself. The city has moved tc us so we are now 


right in the heart of the new business districts. 

Perhaps it's the attraction of our tranquil 
luxury, impeccable service and superb 
business amenities. Or coulc it be our 
splendid array of recreational facilities 

Whatever it is, when you come and 
experience Jakarta’s premier hotel you'll 
realise that it was a smat meve2 

For reservations, call your travel agent, 
any Hilton Internationa’ bete! or Hilton 
Reservation Service. 
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WWF Kojo Tanaka BC 


The 
Giant Panda 


needs your help 
LO Survive 


Oe every eigsty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst intoflower and then die off. And 
that’s bad news fc- the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that # has a future it is vital to 
preserve the compex ecosystem in which i: 
lives, to carry out research into its dietary needs 
and investigate poss ble alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem o- internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems aas resulted in a unique and 
historic partnership between WWF and the 
People’s Republico China. 

WWF has ageed to contribute US 
$1,000,000 towarcs s total of about US 
$3,000,000 needed by the Chinese Gavern- 
ment to mount a major Panda Conservation 
Programme. This ncludes construction of a 
research and conser-ation centre in the largest of 
the Panda reserves — Wc ong Natural Reserve in 
Sichuan Province 

A team from WWF, led by the distinguished 
ecologist Dr. G. Scnaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of "rofessor Hu Jinchu. 


The Giant Pand- is an endangered animal. 
It is also the sym»ol of WWTF's worldwide 
conservation eflorts-o save life on earth. 

But WWF needs money — your money. 

* 


Please send contributions to the WWF 
National Organisation in your country or direct to 


WWE International, 1% Gland, 
Switzerland. 
*5 
WWF WORLD WILDLIFE FUND 


WWF acknowledges th: donation of this space by 
Far Basten Eocnomic Review 
Advertisement prepared acs public serviee by Ogilery & Mather 


PAKISTAN 


All-party disunity 


An opposition gathering fails to forge a stronger alliance 


By Husain Hacqani in Islamabad 
D ifferences among Pakistan's opposi- 
tion parties have been accentuated 
as a result of an “all-parties conference" 
organised to anite President Zia-ul 
Haq's opponents. Two major and eight 
minor parties issued a joint declaration 
at the end of tbe conference calling for 
Zia’s resignation and the dissolution of 
parliament. 

The parties also demanded the es- 
tablishment of an interim government 
comprising natonal political parties to 
supervise fresh general elections under 
the unamended 1973 constitution. 
These elections, the joint declaration 
suggested, would be held within four 
months of the scrapping of the present 
political system, which is based on con- 
stitutional chamges introduced by Zia 
and parliamentbefore the lifting of mar- 
tial law in December 1985. 

Four of the 16 parties invited to at- 
tend the conference refused to partici- 
pate while two others, including Bena- 
zir Bhutto's Pakistan People’s Party 
(PPP), walked out of the meeting with- 
out signing the joint declaration. The 
PPP criticised the conference for by- 

assing the country’s nine-party oppo- 
sition ‘ilianees the Movement for Re- 
storation of Democracy (MRD), which 
has spearheaded the anti-government 
struggle for the past six years. The main 
opposition par-y also objected to the in- 
terim government pro l, saying this 
would amount to political parties enter- 
ing power throagh a back door. 

e divisions within opposition 
ranks reflect personality clashes and 
conflicts of interest between political 
leaders which predominate policy con- 
siderations. Most opposition parties 
comprise a handful of supporters 
gathered aromnd a prominent indi- 
vidual, and such mass-based parties as 
the PPP are reluctant to accept them as 
equal partners in an umbrella group 
ing. 

During martial law, the MRD suited 
the PPP because its pre-eminence 
within the alliance was recognised. Co- 

ration wita smaller parties within 
the MRD diminished some of the hostil- 
ity the PPP faced among political ac- 
tivists persecu*ed under Bhutto's father 
when he was prime minister. 

But with the restoration of civilian 
rule and a greater degree of political 
freedon?, the PPP no Toce eels the 
need to enkance its respectability 
through bacac-based alliances. The op- 
position's failure in ousting Zia through 
street protests has convinced the party 
that it should eoncentrate on organisin 
itself for general elections — wi pem 
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for 1990, but expected to be called ear- 
lier by Prime Minister Mohammad 
Khan Junejo. 

Knowing that it has more electoral 
support than other oppos'tion groups, 
the PP is reluctant t ahale Mu apr. 
with tonga parties, so called because 
their entire membership can fit in a 
tonga — a partly open, horse-driven 
carriage which seats four persons. The 
party's rejection of the interim-govern- 
ment idea is also related tc the fear that 
its rivals could end up sharing power 
despite their narrow su base. 

e idea of an all-parties round table 
was first put forward by the Jamiat 
Ulema Pakistan (JUP), a 
Sunni religious party which 
has supported the MRD in 
the past without formally 
joining it. JUP leader 
Shah Ahmed Noorani said 
that such a meeting was 
necessary to reach a con- 
sensus on national issues 
and end the political im- 
passe resulting from non- 
party elections held under 
martial law. 

Following discussions 
with other opposition 
leaders, Noorani an- 
nounced that the confer- 
ence would include all 
litical parties renouncing 
support for the present 
constitutional setup. 
which effectively excludec 
the ruling Pakistan Mus- 
lim League (PML) and the 
orthodox Jamaat-e-Is- 
lami. The exclusion of two significant 
parties from the list of imvitees meant 
that the conference would be an opposi- 
tion gathering rather than an all-parties 
meeting seeking a nationa! consensus. 

The JUP withdrew its round-table 
p after disagreements with 
MRD leaders on the composition and 
agenda of such a meeting but its rival, 
MRD affiliate Jamiat Jlema Islam 
(JUD) accepted respons bility for or- 
ganising the joint conference. 


du was officially permitted by the 
MRD to contact opposition groups 
outside the alliance, thougk the final list of 
invitees was never approved at a MRD 
meeting. Conference organisers ini- 
tially wanted to invite opposition mem- 
bers of parliament but were prevented 
from doing so by MRD hardliners who 
claimed this would be tantamount to 
recognising parliament’s legality. 

By the time the all-parties confer- 





ence was convened four parties, includ- 
ing the JUP, had refused to attend — 
each giving differen: reasons for its 
boycott. Veteran politician Asghar 
Khan of the Tehrik-e- 'stiglal (Solidarity 
Movement) said he weuld stay away be- 
cause he saw no point in creating short- 
term alliances which were destined to 
break up. 

Asghar’s position is vindicated 
the chequered history of opposition al- 
liances against various regimes acc 
back to Pakistan's early years. Al- 
though some of these groups have suc- 
ceeded in ousting reg:mes as a result of 
agitation, none have offered a viable al- 
ternative to government. 

Opposition leaders and political ob- 
servers ascribe the failure of the all-par- 
ties conference to the proliferation of 
political entities and the tendency of 
politicians to create splinter groups 
rather than work within large par- 
ties. 

There are as many as 80 political par- 

» ties in Pakistan, most sur- 
viving solely thro 
media coverage available 
to their leaders, whose 
prominence is attributable 
to having held political of- 
fice at one time or 
another These parties 
constantly manoeuvre for 
greater influence through 
short-term alliances, 
thereby ensuring their 
continued survival and vis- 
ibility wnile preventing the 
od pl of strong na- 
tional parties. Some of 
those boycotting the all- 

arties eonference say that 
| for meaningful opposition 
| unity any future alliance 
should comprise only the 
major parties. 

Until now, the larger 
parties have gone along 
with small groups to make 
up for their own deficiencies in organi- 
sation, finance or lack of support in a 
specific area. Just as the PPP was the 
main beneficiary of the MRD, the cause 
of the all-parties conference has been 
championed by Ghu:am Mustafa Jatoi's 
National People's Party and it is 
the most likely cand:date to head an in- 
terim government if it is ever estab- 
lished. But given the lack of support for 
the interim-government demand, even 
among opposition parties, it is unlikely 
tha: either Zia or Junejo would feel 
themselves under pressure to accept it. 

Ignoring the oppesition’s unification 
efforts, PML has busied itself in prepa- 
rations for local-government elections 
scheduled for later this year. Sources 
said once the ruling party has tested the 
ground in local polls Junejo might call a 
snap general electien which the PML 
hopes to win on the -trength of its rural- 
development programme and superior 
organisation. oO 
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HOUSING 


Squatting on a volcano 


Politics change, but Manila’s urban poor remain in slums 


By James Clad and Jason de Parl in Menila 


JA oven the February 1986 revolt 
which toppled former Philippine 
president Ferdinand Marcos chzsged 
the political leadership, many socia and 
economic problems remain unchanged. 
One of these, the rural-urban drt to 
squatter shanties in already -ver- 
crowded cities — especially in Manta — 
may have worsened. 

The scale of Manila's urban orob- 
lems would daunt any government. and 
President Corazon Aquino's 18-momth- 
old administration has proved no excep- 
tion. Beginning with good intent-ons, 
the government's ties with the or- 
ganised urban poor have become in- 
creasingly strained. Both Left-leaning 
and moderate lobby groups, which ence 
saw Aquino's government as a potestial 
ally, are now disillusioned and har-n in 
criticism of it. 

"For us it's just the same as Marcas,” 
Alice Murphy. executive secretary of 
the moderate Community Organisers of 
the Philippine Enterprise (COPE) told 
the REVIEW. COPE had campaigned 
for Aquino in the 1986 presidential «lec- 
tion. 

With an estimated 4 million usban 
squatters in the Philippines, the usban 
problem has a au political dimension. 
Around 2-3 million squatters live in 
Metro-Manila alone, up to a third c- the 
city's population. 

“The urban problem must be seen as 
a social volcano,” said Alex Samos, 
deputy secretary of the government's 
recently created Urban Coordinating 
Council. “It is getting worse every dey.” 





| Mortgaging the shack 


[39 QU Em D» yone, Due 
Bank has lent the | 

J. Govermment more than US$IJ mil 
lion to help finance 
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Two issues confront the urba» poor 
and squatter politics: the demoliion of 
squatter shanties in the cities which 
often involves violence against the 
squatters, and ostensibly benevolent 
Ss um-improvement schemes whiea have 
failed to meet the needs of the urban 
poor fer housing and employmer . 

The urban-poor groups had won a 
moraterium cn slum-housing d-*moli- 
bon frem the National Housing A athor- 
ity after a two-day protest in August 
1986. “et now this victory seems empty. 
^|thoegh the government does sot re- 
cord aemo'ition of squatter homes, a 
monitering greup called Share ane Care 
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Apostolate >- Poor Settlers reckons 
that the Aq ime government has de- 
stroyed more home: in its first year than 
the Marcos g- ve-nment did in its last 12 
months. 

Stone am bott e-threwing battles 
usually accc-wpeny evictions and de- 
molitions. Æ ter a melee in October 
1986, a squamer, Sa vador Llegue, died 
from gunsho: weurds when his shanty 
was demolished »y soldiers. The demo- 
litions have = ermed a few members of 
the governm 4 whe, as community or- 
ganisers, onc» fcugat evictions and de- 
molitions decns the Marcos years. 
"Some of the demolitions have been 
more brutal and violent than those 
under the past regime,” social services 
under-secretary Karina David told the 
REVIEW. 


fficials sey taat demolitions under 

the Aqume government are simply 
the way cour ordered evictions are en- 
forced, or ar necessary to protect the 
safety of squatters. Often, these offi- 
cials use the cea of the separation of 
powers to ex-iai» why the agencies re- 
sponsible for squatters cannot be held 
accountable oF legally supported ac- 
tions taken against squatters by other 
government Cedartments. 

Besides ect ons and demolitions. 
the second pecbem involving govern- 
ment-squatte politics is the use of 
foreign loans te inance slum-improve- 
ment scheme: The World Bank lent the 
Marcos goverament more than US$130 
million to ler-4 te squatters to improve 
their slums. UL ran-poor groups say the 
loans are ur-ffcrd: ble and want the 
monthly collections suspended for three 
years. But government has 
threatened tc evict those who fall be- 
hind. 

The Aquis» government had hoped 
to avoid the errers of the Marcos-era 
squatter prog ammes, which involved a 





| 









T 
irs 

i 

d 

H 











-£ 





H 






A 


ERE 
i 


3 


mixture of *malign neglect" and active 
harassment. Many of the ills of the Mar- 
cos policy towasds squatters was a con- 
sequence of the grandiose vision of Im- 
elda Marcos to turn Metro-Manila into a 
metropolis of expensive cultural monu- 
ments that woud stretch more than 65 
km east from Manila Bay to the Pacific 
Ocean. 

Under her direction, the Ministry of 
Human Settleraents — abolished by 
Aquino — became known for wasteful 
showcase welfare projects. The slum 
projects, theugh billed as low-cost, 
were far beyond the financial reach of 
most squatters. The public projects 
most familiar many squatters were 
the white-washed walls built to obscure 
the slums from public sight. 

But squatters became more familiar 
with another Marcos programme — 
widespread slum demolition and re- 
housing of squztters in settlements dis- 
tant from the city. The Philippine Gov- 
ernment begar relocating the urban 
poor as early as 1951, but these efforts 
were expanded during the Marcos 
years, particularly after martial law was 
declared in 1972. 

The relocation sites, many of which 
were as far as 4) km from Manila, were 
not attractive t5 the displaced sqatters. 
The squatters had become instant re- 
fugees, building new shanties with mat- 
erials salvaged from their old homes 
during sudder, often violent, slum 
clearances. 

The new sites often went years with- 
out running water and electricity. And 
rarely was ther? employment in the new 
sites, forcing the squatters to spend four 
or five hours a day journeying to Manila 
to find work. Not surprisingly, many 
families abandoned the relocation sites 
and returned te Manila's squatter areas. 
For some, this only brought another 
round of demoition and relocation. 

After public protest and private 
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World Bank criticism, the Marcos gov- 
ernment decided on a dfferent ap- 
proach. In 1976, it started a slum-up- 
grading programme. But demolitions 
also continued. These acce'erated after 
1982, when Mrs Marcos led what she 
called *the last campaign" t» rid the city 
of squatters. She described them as 
“plain land-grabbers, taking advantage 
of the compassionate society." Marcos 
called them “worse than murderers.” 
Stepped-up demolitions fellowed, ac- 
companied by violent clashes between 
squatters and the military. 


ears of conflict has left a mood of 

mutual distrust between govern- 
ment officials and urban poor. “Even if 
squatters did get decent treatment from 
the government, they wouldn't recog- 
nise it,” one veteran community or- 
ganiser told the REVIEW. “And the gov- 
ernment still feels the squetters are de- 
vious and untrustworthy.” 

No matter what government controls 
Manila and what policies it initiates, 
squatter communities will continue to 
grow. The Philippines is ane of South- 
east Asia's most urbanised nations, with 
39% of its 55 million pecple living in 
cities. Metro-Manila grows at an annual 
rate of about 3.6% and is heading to- 
wards a population of almost 11 million 
by the end of the century. 

Rural-urban migration n the Philip- 
pines, a major component of urban 
growth in all developing countries, is 
spurred by a combination cf *push" and 
“pull” factors. The inequitable distribu- 
tion of land, the collapse of the agricul- 
tural economy and increased militarisa- 
tion have pushed people oat of the pro- 
vinces. Meanwhile, a perception of bet- 
ter job prospects in Manilaand the com- 








paratively better government services in 
urban centres attracts le in num- 
bers far greater than Manila can sup- 
port. 
The resulting social distress is vividly 
apparent. In 1981, researchers found 
that average per capita income in Man- 
ila's slums was less than half that of the 
country's official "poverty-line" in- 
come. Families were spending up to 
73% of their monthly income on food. 
The same study showed three-quarters 
of squatter children were malnourished, 
of whom nearly a third were to an acute 
degree. 

Amid the distress there are those 
who have done well, such as the “pro- 
fessional squatters" who build shacks on 
unoccupied land and rent them. Money 
passes hands in other ways, including 
"protection money" to civilian neigh- 
bourhood or military officials to avoid 
eviction. In several Manila squatter 
areas, wealthy professionals have built 
imposing homes in advance of land-re- 
form plans by the government. The ef- 
fect isto drive up the land prices in Man- 
ila, even on "illegal" land. “In the squat- 
ter areas, 80% are ‘legitimate’ squat- 
ters," Santos said. "The remaining 2096 
are ‘operators’ — barangay [neighbour- 
hood] officials, policemen, military. It's 
a multi-million syndicate.” 

Urban discontent is a fertile field for 
the Communist Party of the Philippines 
(CPP), though the focus of the CPP's 
organising remains primarily the coun- 
tryside rather than the city. However, in 
some urban slums — notably in Davao, 
but also in Cagayan de Oro and other 
towns — the party has made periodic 
and often unsuccessful attempts to en- 
trench itself. In Manila, the most mili- 
tant urban poor group, the Kongreson 
Pagkakaisa ng Maralita ng uod 
openly supports much of the platform of 
the C Pdoenóited National Democra- 
tic Front. oO 
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Kanaks' French leave 


France's self-determination referendum seems pre-determined 


By Hamish McDonaid in Sydney 


| ee outcome of France's 13 Sep-*m- 
ber referendum on self-determma- 
tion in New Caledonia appears flawed 
in the eyes of the surrounding Pacifi re- 
gion even before the ballots are east. 
with every likelihood of a large majerity 
of the indigenous Kanaks following a 
boycott call by  pro-independeace 


pose. 
e situation deteriorated on 22 &u- 
gust when police and CRS riot pevice 
used truncheons and teargas to brea» up 
a peaceful sit-down demonstration by 

su ers of the Kanak Soci Jis: 
National Liberation Front (FLNS) 
which is leading the anti-referenceum 
movement. At least 10 but possibl- as 
many as 23 poopie were injured. TV 
coverage of the attack on the cowesing 
men and women sitting in Noumea’s 
central Place des Cocotiers provexed 
outraged protests in Paris, espec-:lly 
from the Left. 

On the grounds of avoiding reeial 
clashes, French Minister for Overseas 
Territories Bernard Pons had earser 
banned a mass protest march called by 
the FLNKS which was to have begu- in 


the north of G-ande Terre, the main is- 
land, on tnaf same day and reach 
Noumea about a week before the vote. 
Likewise he banned a counter-demon- 
sation proposed by the loyalis Ras- 
semblement pour la Caledonie dans la 


arte 15 

ons blames the Kanaks for igeoring 
the ban on demonstrations and accused 
them of testing the government's re- 
sponse. “The police acted with wgour, 
but when they are called in to do a job, 
thev do it,” 1e said in Paris. 

The referendum will give a stark 
choice between two alternatives: total 
independence or remaining pert of 
France. An a pri sweetener for 
the second cho ce ts the pledge of «n im- 
mediate move towards internes au- 
tenomy as al-eady given to French 
Polynesia. No offer of continued French 
support — as with the “independeace in 
asscciation" belatedly proposed *y the 
previous Socialist Party govermment 
ousted in the March 1986 Frenck elec- 
tions — comes with the first choice. 

The predictable result is a win ^y de- 
faul: for the lovalist cause. But wc hout 


What is the 'Caledcnian community’ 


s New Caledonia's self-determma- 
tion vote approaches, Berr-rd 

Pons, France's overseas territories 
minister, outlined Paris’ stance or its 
South Pacific territory in an interview. 

Pons, who served for five year- as 
secretary-general of the Gaullist party, 
the Rassemblement pour la Républic»e, 
recently returned from his sixth mini-te- 
rial visit to New Caledonia to launch he 
referendum campaign. 

In the interview, Pons emphasimed 
that France respects UN Resoluton 
No. 514, which stipulates that it is “he 
population concerned" which must de- 
clare on self-determination. Thus, he 
said, France's decision to include, wth 
New Caledonia's ethnic Melanesan 
Kanaks, the territorys French snd 
other European residents, Wallisizas, 
Futunians, Polynesians, Vietnamese, 
Indonesians and other members of *he 
“Caledonian community,” does »ot 
contradict the UN ruling. 

France's provision of a three-year 
minimum residence to be eligible to 
vote, he said. was introduced to aweid 
charges that French civil servants, mli- 
tary personnel, police and other traas- 
ients would tilt the poll in favour of 
France. The provision was used in 1°77 
in the Territory of the Afars and Issus, 





waich chose independence as the Re- 
public of Djibouti. 

Accerding to Pons, France is net un- 
farly swamping the large indigenous 
Melanesian minority community n an 
artificial majority of Europeans and the 
rest. Many o: the non-Melanesianshave 
lived in the islar ds for centuries. “There 
are not just "wo communities — White 
and Black — facing each other, »ut a 
mosaic of different components.’ he 
sæd. “The Melanesians claim to be the 
orginal inhabitants, though there are 
reputable ethnologists who say that 
Polynesians were the first to live ea the 
territory. 

“We are admitting, however. that 
the Melanesians are the original oscup- 
ants anc have their rights. But there are 
also Polynessans with rights, based on 
their ancestors’ residence of thousands 
of years, and people from Walli and 
Futuna, who have lived there for cen- 
turies. Some Europeans have seen 
there ‘or three cr four generations. 

“The Melanesians certainly ave 
their rights, but so do the others, either 
these who came long ago or later--om- 
ers who diweliped agriculture. the 
economy, built towns and introduced 
tourism. All have rights, theugh 
perhaps differeat ones. Certainly they 





evidence of consent by the indigenous 
people, this wil be a flawed outcome 
and likely to bring more beatings for 
French policy m the 15-nation South 
Pacific Forum and th UN Committee 
on Decolonisation, with which New 
Caledonia wes relisted last December 
by an 89-24 vote of the UN General As- 
sembly. 
French security forces on the island 
gro have been reinforced to about 
: param “ary gendarmes, riot 
squads and ot-cr* in uniform — or one 
for every 21 people. A further 1,000 
men are due :» érrive to guard voting 
booths during the voting. 


Ceai forces have intervened to 
prevent groups of young Kanaks 
travelling from oatlving tribal areas to 
join demons *stons. Several flights 
from the Loyalty ‘slands were cancelled 
because of “technical problems," and a 
navy patrol bea: tursed back one boat- | 
load of about "young men because of 
alleged violations of maritime transport 
regulations. 

Even so, the FLNKS has to produce 
no more than a passive boycott by the 
Kanaks to mate its point, which is that 
the referendum is mgged to ensure a 
vote against independence. Largely as a 
result of immigraton explicitly fostered 
in the 1960s te swamp any future inde- 
pendence movement, the Kanaks are a 
43% minority of the 146,000 popula- 
tion. Only shert-term civil service and 





have the right te consider themselves 
members of th» Caledonian communi- 
ty, entitled tov te. Nebody can exclude 
them. [France] former Socialist gov- 
ernment wante“ w give New Galedonia 
independence hut -an into the problem 
that it could no: simply ignoge the opin- 
ions of the European and other non- 
Melanesian inh«>hitanss.” 

Conscious fat Paris’ motives are 
questioned by ‘sacrfic states and others 
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military appointees are eliminated by 
the three years’ residence qualification 
for voting. 

To counter this, spokesmen for 
Prime Minister Jacque Chirac’s conser- 
vative government have drawn on possi- 
ble dangers toregional stability. As well 
as the recent Soviet economic overtures 
to South Pacific states, links between 
one of the seven parties in the FLNKS 
coalition and Libya have provided Paris 
with material. To the embarrassment of 
the moderate FLNKS leader, Jean- 


who claim the referendum is just a de- 
vice to cheat the Melanesians out of 
their birthright and will Pas: Ana cape 
an unstable status quo, the French insist 
that the poll is “logical, rational and 
just." Two questions will be asked in the 
referendum, Pons said, not a single, 
two-faced one which must be answered 
with yes or no, 

First, voters will be asked whether 
they want New Caledonia to be inde- 
pendent or, second, would they prefer 
that it remain part of the French Repub- 
lic. Answers will be on separate ballot 
papers. Polling places will be supervised 
by magistrates from France. 

Pons argues that the militant core of 
the Kanak Socialist National Liberation 
Front (FLNKS), which wants indepen- 
dence and is boycotting the referen- 
dum, is a "tiny minority," Marxist-in- 
spired and possessing a virulent pro- 
Libyan facticn, the Kanak United Lib- 
eration Front. 

The poll, he said, has added signifi- 
cance given the coup in Fiji, which the 
French see as evidence of Melanesian 
chauvinism they fear could emerge in 
New Calédonia if it were to become in- 
dependent under FLNKS aegis. To 
agree to thifwould, says Paris, open the 
door to injustice and drama, violence 
and terror, and a total disregard for 
democracy. 

Pons said France sees itself as a 
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Marie Tjibaou, the group has been 
sending batches of young men to Libya 
for training — in what subjects is not 
clear. 

The recent coup in Fiji, n which the 
ethnic Fijians in the army backed a radi- 
cal nationalist movement -0 push the 
migrant Indian population more firmly 
into second place, has also let Paris 
question how far Melanesian chau- 
vinism might run in the case of in- 
dependence. 

The Tahiti politician Gaston Flosse, 





guarantor of a certain democratic re- 
gime that would prevent a Fsji-type situ- 
ation from occurring in whech a legally 
elected government was ejected by 
revolutionaries. In Fiji, a kind of Melane- 
sian racism has come out against the 
local Indian population, whose position 
can be compared with that of the non- 
Melanesians in New Caledonia. 


rance, whose vestigial colonial empire 

has been embraced within the met- 
ropolitan system either as full-blown de- 
partments or autonomous territories, 
does not view New Caledonia as a col- 
ony, Pons said. If, after the -eferendum, 
it remains “in the bosom of the French 
Republic,” the French pasliament will 
immediately debate a government bill 
to endow the territory with a large de- 
gree of self-government and a system of 
regions based on geographical, econo- 
mic and sociological facters. A local 
executive with substantial powers will 
be created, Pons explained, similar to 
that existing in French Polynesia. 

Pons maintains that nuclear testing 
at Mururoa and Fangataufa has predis- 
posed the Pacific nations against every- 
thing France does in the area, though he 
conceded that Paris had failed to pre- 
sent its case on New Caledonia. France, 
he said, is not shoring up < colonial so- 
ciety for selfish reasons, and the 
Melanesians do have access to top jobs. 











made minister for pacific affairs by 
Chirac, raised all these poifits in a visit 
in early August to Japan — the country 
some Pacific governments worried 
might be among the first to waver on the 
New Caledonia issue. But despite the 
leanings of the strong “French school” 
in his department, Japanese Foreign 
Minister Tadashi Kuranari appears to 
have identified New Caledonia as a 
touchstone issue for "okyo's new ap- 
roaches to the South Pacific. He gave 
osse a pointed warning against ignor- 
ing Kanak aspirations. 
Regional diploma:s said that in 
terms of French domestic politics, 
Chirac had little optior but to go ahead 


on the course he has taken. Votes in 
overseas territories, including New 
Caledonia, were crucial to the 


emergence of his own party as the 
largest element in the conservative coal- 
nee and thus his claim to the premier- 
ship. 

If Chirac had not made it clear that 
New Caledonia sheuld stay with 
France, territorial seats would not have 
[one to the Left, bu: some may well 

ave gone to the extreme rightwing of 
Jacques le Pen, who also campaigned 
vigorously in the territeries. The French 
presidential elections. expected next 
March, are already casting forward 
similar influences. “To some degree 
Chirac is a captive of local rightwing 
politicians in Noumea,” a diplomat in 
Canberra said. 


Under New Calaconia’s non-dis- 
criminatory school system, there are 
more children in school than in any 
other small Pacific state. 

Pons said the government also ad- 
mits — with the Socialist President 
Francois Mitterrand — that the Melane- 
sians suffer social injustices at present. 
But, for the Gaullists, concern about 
this, which re plan to remedy, does 
not justify following the Mitterrand 
path of independence. 

Speaking on present policy, Pons 
said: “A government under Jacques 
Chirac is a guarantee of human rights 
and respect for the human person, 
whatever his or her ethnic origin. In- 
stead of putting France in the dock, our 
partners in the Pacific, large and small, 
would do better to worry about the 
grave problems hanging over the region 
and which, in the long run — perhaps 
even sooner — will raise much more 
serious questions thar those which they 
are posing, uselessly and artificially, 
about New Caledonia 

“What I don’t understand is that our 
neighbours in Australia and New Zea- 
land, who are well aware of the danger 
represented by Libya, have a kind of 
weakness for the FIL NKS, when they 
know that its hard core is completely 
pro-Libyan and tha’ there is a real 
danger of its bringing this danger into 
the area." — Michael Field 
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Cocktail-party conflict 


Asean maintains unity on Cansbodia desrite differences 


By Rodney Tasker in Jakarta 


eae Foreign Minister Mock ar 
Kusumaatmadja is a little disgruntled. 
He felt he had achieved something ef a 
diplomatic breakthrough with Vietnam 
over the Cambodian saga on 29 Jw y, 
but instead of a pat on the back he -e- 
ceived a rebuff from his Asean partners. 

On 21 August, at a weekly press con- 
ference in Jakarta, Mochtar was in his 
usual bantering form with journalists 
who were questioning him closely ən 
why a 16 August Asean foreign mimis- 
ters’ meeting had modified, and effec- 
tively sabotaged, his agreement with me 
Vietnamese. But he made only a half- 
hearted attempt to conceal the disap- 
pointment he evidently felt. 

Referring to the statement isswed 
after the Bangkok meeting, Mochtar 
said: "It's interesting to query further 
why they framed the joint statement "ne 
way they did.” The key word here was 
“they,” when an experienced diplomat 
like Mochtar should have said “we” 
when talking about a joint decision >y 
Asean. Questioned on this, he merely 
smiled and said maybe he should not 


_ have said it. 
By “they,” Mochtar was almost cer- 
tainly referring to the Thais who, 


backed primarily by Singapore, wanted 
to revise his proposal seeking a soluton 
to the Cambodian conflict. Bangkok is 
known to have been unhappy tit 
Mochtar and his Vietnamese count-r- 


part, Nguyen Co Thach, had agreed 
that all n Eme factions, m- 
cluding the Hanoi-backed Heng Samrin 


regime, should attend an informal 
"cocktail " with the Vietnamese 
taking part only *at a later stage." 

The Thais felt that this was playing 
into Hanoi's hands by creating the im- 
pression that the 140,000 Vietnamese 
occupation troops in Cambodia were 
only a side issue. Asean sources sad 
Bangkok was also upset that Mochtar, 
whom it had thought was going to Viet- 
nam on an exploratory mission, chose ‘o 
publicise his agreement with Thach im- 
mediately, instead of first Ta it 
cna Thai Foreign Minister Sidé^i 

avetsila, Asean's current standmg 
chairman. 

In the unpublicised part of his ta :s 
with Thach, Mochtar was also thoug^t 
to have discussed a Vietnamese trocp 
withdrawal from Cambodia watched 
only by observers — instead of Asea^'s 
proposed international supervision — 
and that the pull-out would not necessari- 
ly have to be first on the agenda for im- 
plementing a political solution, agen 
part of Asean's programme for a setts- 


ment. 
e 


Mochtar, who is Asean’s inter- 
locutor with Vietnam, apparently 
though: that he had achieved something 
by getting the Vietnamese to agree to a 
propose! from the Asean side, after 
eight years of rejecting all such itia- 
tives. And the cocktail-party ides was 
hardly rew, having been first mooted by 
Mochtar two years ago. 

It ts doubtful that even the omginal 
cocktai-party proposal would have suc- 
ceeded. given the fact that the Khmer 
Rouge, the communist faction o the 
anti-Haaot, tripartite Democratic Kam- 
puchea coaltion government, and its 
Chinese backers were against it. In ad- 
dition, Prince Norodom Sihanouk, 
leader of one of the coalition's non- 





communist factions and president @ the 


-oslitior — though on selforo- 
clamed "leave" — might have issist- 
2d om being accorded his official 
status rather than the “no-politcal- 
labels" condition set in the Moctar- 
Thach agreemert. 


E ut by insisting at the 16 Augus for- 
cigmministers' meeting that the Viet- 
namese oin the party immediately after 
the Khmers had started talking and that 
the resstanee coalition’s previously 
muted eght-poimt proposal — already 
rejectedby Hanoi — be the basis for dis- 
zussion, the Thais must have expected a 
negative reaction from Hanoi. 
The Vietnamese did indeed quickl 

reject the modified Asean proposal, 
»omtedl, adcing for good measure that 


. the Indcnesian-Vietnamese agreement 
. was still valid — a familiar ploy by 





Hanoi to try tc weaken united Asean re- 

solve. The Her z Samrin reg: me's Prime 

Minister Hun sen provided back-up by 

inviting the ressstance coalition factions 

to join him for talks. even referring to 

ONE by hes honorary title of sam- 
ech. 


By calculati-g a negative response to 
the Bangkok pr , the Asean stra- 
tegy may have »een to depict Vietnam 
as being intransigent m order to reap in- 
ternational ad-aatag- in the run-up to 
the UN General Assembly session in 
October, whe- the Cambodian issue 
will again corse wp for debate and a 
sovereignty vo e. 

Some observers have tried to iden- 
tify a serious Asean split over the affair. 
There is an undeniable difference in 
stance and even a lack of communica- 
tion between Thailand anc Indonesia 
over Indochine The Indonesians tend 
to trust the Vie-23amese more, partly be- 
cause of the tv» countries’ shared rev- 
olutionary histories. They suspect that 
maybe the Tha -- are ir no hurry to settle 
a Cambodian conf'ict. which is sapping 
the military steagth of a Vietnam — 
Thailand’s hisorical foe — already 

lagued by massive economic prob- 
ems. 

A blunt edi ostal in the English-lan- 
guage daily Ja. 4rtz Post on 19 August 
commented: *. . & is high time to spell 
out clearly to o w Asean partners, as the 
largest archipe@agic state in Southeast 
Asia with a growing nationa: interest to 
protect, that we smply cannot afford 
the endless pre-ongirg of the Kampu- 
chean conflict.” 

The editori accused Thailand of 
“turning its role as a frontime state in 
the Kampuches conflict into a profita- 
ble business," 234 sniped at Bangkok’s 
willingness to “accommodate the in- 
creasing role o: China.” That was a re- 
ference to Jabarta’s abiding concern 
that Bangkok identifies too closely with 
China, with wh m ndonesia still fears a 
political, econcmic and even a military 
struggle in futu - 

By coincidence, Sidhi was in Peking 
at the time, discussing bilateral issues, 
as well as the Asean proposal on Cam- 
bodia. Knowing that Vietnam had _al- 
ready rejected "e por it was easy 
for Chinese Forega Minister Wu Xue- 
qian to announee that Peking supported 
it, as well as the resistance coalition’s 
eight-point proposal. But it was no coin- 
cidence that Me-atar aad despatched a 
senior foreign-c fice official, Nana Sut- 
resna, to Pyon tc talk to Sihanouk 
a few days befere Siddhi was to tread 
the same path. 

However, those looking for a signifi- 
cant split in Asean willprobably be con- 
founded. As Mochtar said at hiis press 
conference, As« 33 anity surmounts any 
concern to end 3e Cambodi®n conflict. 
And it would irdeed be ironic if Asean 
foundered on a» issue which has served 
as the main caflyst for the grouping's 
political cohesic ^ oO 
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Exclusivity 


Sought after by many, acquired by only the few. 
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Its not just our flights that 
are non-stop to Europe. 
i | ye coo 








(though we wouldn't dream of woking; you t p) so, when your non-stop flight arrive: in E: rope | 
youl be a most wishing it wouldnt stop. 


Thai flies you non-stop with non-stop er=rtanmemt ard service from Bangkok to Athens Copenhagen, Frankfurt, © Thai 
Rome and Stockholm. One-stop trom Aaagkek to 


) 
msterdar, London, Paris, Zuric s and Dusseldorf. Iso ac oli 
































toe of New uns. at 4 a.m. the other 
day, headed south for my first glimpse 
of my own native strand in nearly 10 
years. 

Anyway, we're talking Wales, not old 
north, but New South, and specifically 


the fair city of S«dney, the Athens ofthe 
ns to be my birth- - 





Pacific, which har 
place. Our. airc:aft, however, was sche- 
duled to put ig first at Brisbane. We 
crossed the Australian coast emerging 
from the first light of dawn, somewhere 
about Rockhampton, with the sun 
| thinking about coming up under our 


port wingtip. I avas travelling in my fa- | 


. vourite seat, the one behind the captain 
in the cockpit, vith a pair of headphones 
clamped over ray ears, waiting to catch 
the first soundsof home, sweet home. 


“Speedbird Twelve calling Brisbane dui 


said z voice, out of the blue, 

British Airways call 
oeedbird" and the voice 
like Rupert Brooke 
supplies in 


Tower," 
right in my eer. 
their planes "S: 
sounded exact) 
checking the honey 














Grantchester. “Speedbird Twelve call- 
ing Brisbane Tower. Please designate 
| the. appropri ri Tunway for landing. 
Over. "n 'of the British captain 


lis gern a fer ing his thumb off 
the microphone switch, and added "if 
| any of those bloody convicts are awake 

down there.” Well, they had been flying 
all night, after all. Again, wearily, 
“Speedbird Twelve calling Brisbane." 

“G'day birdseed twelve," said a voice 
from the grourd. At least, that’s what I 
think he said. There was a crackling 
sound in the background, like gumtrees 
falling on a corrugated iron roof. “Yer 
cleared ter land runway two two. Wind 
two ten at ten. Okay birdseed twelve?” 

“I’m afraid I can't read you, Bris- 
bane,” said the British captain frostily. 
“You are brea cing up badly." 

Another vcice cut in, either a New 
Zealander, I should say, or a well- 
spoken Australian, perhaps from 
Adelaide. "He's clearing you for run- 
way two two, Speedbird Twelve,” said 
the newcomer soothingly. 

“Thank you Qantas,” said the BA 
captain, "Tel him we acknowledge 
landing Clearance. There is some kind of 
| interferen . it's probab ly his chains 

rattling." 2 cid not actual y pronounce 


the. last sentence, but you know the- 






exi edition consisting 


beo hearty 1 British cheers yg 
| George III. - 


more lustily t 


ing at 33,000 ft, now, with interpreters 
to keep the peace! 
€ WE landed in Brisbane and I rushed 


| out to buy a newspaper. Have to keep 


up with what S -o in me worta. 


Evans pe 


TRENT f nic | 


jan aims $ L 





The Brisbane Sun had got its 
priorities right. Who cares about the 
Strait of Hormuz, Afgharistan and all 


those other places where the drinks flow.. 
| like mortar. 


: DEAR old Sydney is getting stocked 
to celebrate, on 26 January next, the 


: 20 th anniversary of its foundation, and 


the- ie xr of our great nation of 
Australia. On that auspicious day, an 
of 558 male con- - 





. 192 female, 
fficers 2 various « eh | hild: | 






As a boy I always imagined ' that the 
guards. might have cheered a shade ~ 
jan the convicts, and the 
Irish convicts and convictesses in. the | 





party could. barely raise a smile, the 





spoilsports. Still, it was. 
story, with dungeons, handcuffs, scaf- | 


| folds and similar melodrarnatic relics to 


be viewed on sunny Sunday afternoons, 

while thoughtfully shelling a pound of 
prawns wrapped in the § yeney Morning | 
Herald. Just the same, I can't re-- 
member, as a child, ever actually meet- 
ing anyone who would admit to being - 
descended from all those bad lads and 
lasses (like the convict priaters who ac- 
tually 


SMH, for instance). 


e HOW changed I find all that now! - 
Convicts are chic, and anyone who can’t © 


find a set of leg-irons among his (or her) - 
heirlooms is just about socially dead. At 
Circular Quay, as we now call Sydney 
Cove, a gleaming new set of golden 
chains reminds us of our forbears (I 
noticed that the chains are, as yet, un- 
broken) and the genealogists here are 
doing a roaring trade sheking old lags 
out of family trees. 

“Thirty vears ago, mary Australians 
hoped to find British aristocrats among - 
their ancestors,” Nick Vine Hall, the di- 
rector of the Society of Australian. 
Genealogists told me. “Now all they 
nvicts and bushrangers. The 
u can trace the arrival of 
, the more Australian 






Vou are, and is hard to beat the First 





Fleet of 1788." ke 


13 Marine. iig | 





| romantic - i | 


pot out the first edition of. the | 





could get him an ancestor on ti 
` Fleet. There were, I am afraid, no 
garians among them and no Hung 
bughrangers either, a: faras I know.” — 
However, Nick ‘old me, there 
great news on the Iri:h-front. The Iris 
contribution to: Australian: and Au 
-lians has, of course, been immer 
familes trees have often been difficuli 
trace; as the IRA tlew up the F 
Courts in Dublin in 1222 and destroy 
all the criminal recores, which hav 
to be patiently recons:ructed from cour 
houses all around the Emerald Isk 
e THE job's finished, Nick. told m 
and the Irish Government is sending 1 
40,000 convicts on microfilm as a g 
the 200th. anniversary. This 
| doubtedly bring muck joy to: 
dants of Ned Kelly, Seamus O 
way, and the many other distin 
] Australians - whose ancestors - 
| selected by the fines: British jud 
| go outand settle the Great 
i and, of n bo aee as cpening pro 
























| ticularly T it is, the 
| and ict a desc 


i | keny sough Being co 
| after all, som thing tha 
; mally volui 2 | 
| stand-and-del ver 
| young men of s 


nm vss 









and adventu 





cording to Brian McDonald, Australi 
leading bushranger scholar. (“I don't 
have a single bushranger or. convict n 
my own ancestry,” he told me. “I'ma: 
| body.”) There were only z about 600 bush- - 
rangers all told, anc it was not a long- 
lived profession. The life. rapera o 
the working bushranger was, án fa 
about two-and-a-half years. C 
sequently, few bushrangers had ti 
settle down and raise a family 
genuine bushranger descendan: 
thin on the ground, ratherlike auth ! 
earls in Britain. | 

As Joe Byrne put it, when invit 
join Ned Kelly’ s gang of armour-plated 
highwaymen, “Give me a short life and 
1y one.” They did. Joe died a year 
ater, gun in hand, inthe great shoot-ot 








































have to be, well, asg 
pos are worse wa 






INDIA 


No respite for Rajiv 


The opposition challenge gains momentum 


By Salamat Ali in New Delhi 
A‘: the ruling Congress perty 
candidate, R. Venkataraman, won 
the presidential election in July, Indian 
Prime Minister Rajiv Gandhi expected 
that his own leadership in the party and 
be ame would be strengthened. 
ince early this year, the Congress ^as 
been beset with dissension in its ranks 
and charges of corruption in govern- 
ment. But the pressure on Gandhi. in- 
stead of abating, has continued to 
mount. Most observers now agree ‘at 
Gandhi's fate would depend on the » 
position's ability in the coming months 
to make the corruption charges stick 
At the time of the presidential elec- 
tion, the communists came to Gancai's 
rescue by not supporting the incumbent 
Zail Singh's move for a second teem. 
Had Zail Singh sought re-election, 
there was widespread apprehension of a 
split in the Congress. But the com- 
munists have since changed their tac ics 
to forge a broad-based anti-Gar-hi 
front. 


The non-communist opposition par- £ 


ties are also poised to launch an agita- 


tion. The entire spectrum of the oppesi- | 
tion, along with a still unknown number | — 
of Congress dissidents, is moving to- | 

wards projecting former finance and de- |- 
. P. Singh as an alterna- |: 


fence minister 
tive to Gandhi. V. P. Singh was ousved 


PHILIPPINES 


from tie cabinet by Gandhi, Sefore 
being expelled from the Congressa few 
months age. Ambitious politicians, 


fom the Congress as well as the opposi- 
tion, have »egun gravitating towards 
V. P. Sngh'5 banner as he continces his 
Campaign to gather support m the 
pepulous Hind heartland. 

Leaders cluding Karnataka Chief 





A ghost of August past 


Benigno Aquino’s murderers have yet to de punished 


O n 21 August 1983, Benigno ‘Nimoy’ 
Aquino, the opposition leader end 
former senator was murdered as he 4e- 
scended from an airplane at Manila’s in- 
ternational . The re 

from that event toppled former presi- 
dent Ferdinand Marcos' governmeat, 


banished of its leaders and swept 
Benigno's wife Corazon into power. 
Yet oddly, despite these events, 
sepa killers have yet to be iden- 
and punished. dies 
Three ings have 
into his : She Apart Bodies 


ted the killing du the Marcos 
"x then the be courts took it 
from there and c" under the pre- 
sent government. the Vasquez Comms- 
sion is probing the murder. N 

now speak openly of 

apathy” about the current retrial er- 
dered last year by the revamped Philip- 
pine Supreme Court. There are varieus 
reasons for this mood. 


The 40 3le now accused ef in- 
velvement ir the killing include fermer 
Philippme Constabulary chief Gen. 


Olivas and other, mainly 
lowe i men. The public 


€ bas also some civi- 
with planning the murder — not- 
ably Gregoro Cendana and Jose As- 
pi-as, who were the information and 
tourism ministers respectively, im the 
last Marcos cabinet. Fourteen of the ac- 
cused are for the first time; the 
remaincer are facing retrial. 

Very few ebservers here doubt direct 
involvement in Aquino’s killing by the 
military. But also very few have an» illu- 
siens about the military’s willingness to 


se- done. One local newspaper 
put it this way: “The inefficiency ef the 
Cou. the intelligence arms is well 

theirloralty to the Aquinegov- 


eramen’ doubted and even the» in- 
vorvement in some crimes held sus- 


pet.” 





Minister Ram-xrishsa Hegde, Lok Dal 
party presider- M N Bahueuna, Janata 
Party chief Caandrashekhar, Andhra 
Pradesh Chie’ Minster N. T. Rama 
Rao and such ral heavyweights as 
Sharad Joshi, “han Khan Choudhury 
and Ashoke So, are lending their sup- 


port to V. P.S m 

Four major vang parties — the 
Communist Party cf India — Marxist 
(CPI-M) whi^ rues West Bengal, 
Kerala and Tr »ira s ates, the pro-Mos- 
cow Commun-4 Fart of India, the For- 
ward Bloc am the Rashtriya Socialist 
Party — met i» New Delhi on 16 August 
to forge a join siratezy. 

These partes are to meet again on 1 
September fter consulting “like- 
minded parties. organisations and indi- 
viduals” to fiz a dase for an all-party 
meet to draw «9 a specific plan of ac- 
tion. The key issae* identified by the 
leftists are: corruption in high places, 
rising consume- prices, unemployment, 
industrial prottems and the threat to na- 
tional integri * bowed by unabated 
separatism in Panjab 

The leftists are willing to cooperate 
with V. P. Sinet anc most other politi- 
cal forces, exc pt the Bharatiya Janata 
Party (BJP) because >f the 'atter's iden- 
tification with Indu militancy. 

The anti-B. ? stance of the leftists is 
one of V. P. Smgh’s main worries, be- 
cause BJP cadrz- are »roviding him with 
valuable orgar satoral support for his 
campaign in the Hna belt. In his meet- 
ing with Jyoti Sasu, the CPI-M's chief 
minister of Wet Bergal, V. P. Singh is 
said to have amewed frat he too did not 
like the BJP's communal image but that 
he could not possinly reject support on 





Added to nese »roblems are the 


and failure of v 4ness-s to > 
New evidence, kloi vn ! 19 Au- 
m su that the bullet which 
A eateree his head from be- 
hind where h escorts were 
standing, has dene i to convince 
sceptics that ae laest trial will be 
concle ded. And that 
receded still ^rt»er after President 
ilte o eR arcem 
com in »ublic — a re 
vhicb haan. resulted in a motion for 
mistrial by defe»ding -ounsc!. 


b fe it was net the “rst time she had 
spoken thz* way. In an eene to 
soldiers just ar becoming president 
last a: she hed saic that “this revolu- 
tion with buile: — a bullet fired by 
a soldier into the headiof my husband.” 
Two annivesares of that death have 
now occurred save the rebellion of Feb- 
ruary 1986, whech evieted Marcos. Man- 
ila’s airport now carries Benigno Aquino’s 
i por--sit stares across the in- 
tervening yea from postage stamps 
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us rters’ views on 
ce ain other matters. This assurance is 
said to have satisfied the communists. 
As two-thirds of the country is reel- 
ing under the worst drought of the cen- 
tury and other areas are hit by floods, V. 
P. Singh is garnering growing popular 
support for his asc against gov- 
ernmental inefficiency and corruption. 
Particularly hard-hit by floods is the 
northern part of Bihar, India's second- 
most populeus state. The flooded re- 
gion comprises 24 parliamentary con- 
_stituencies, and relief measures by the 
Congress-controlled state government 
have been woefully inadequate. The 
chief minister. of Bihar, a Gandhi 
nominee, is already under attack from a 
sizeable group of Congress dissidents. 


G: andhi's opponents seem to be work- 
ing on a well thought out plan, 
both outside and within the parliament, 
| not to let go of any opportunity to in- 
| crease the pressure on the government. 
On the alleged commissions for the 
sale of Swedish howitzers to India, 
Stockholm's chief public prosecutor 
said recently that though on his own he 
| could investigate Bofors — the supplier 
.— his hands would be strengthened if 
New Delhi made a formal complaint. 
The opposition immediately demanded 
that the government do so. It also made 
a similar request to the Swedish prime 
minister in a cable signed by more than 
100 MPs, including five Congress dissi- 
dents. 
Similarly, 








the opposition created an 


| | uproar on the government's move to set 


upa parliamentary committee. to Took 


and now a banknote. 
Commemorative sta- 
tues have sprung up in 
Manila -— one of the 
most powerful of these 
commands the junction 
of two boulevards in 
Manila's business dis- 
trict. The bronze 
of the slain oppo 
leader freezes the mo- 
ment of death, showing 
Aquino stum for- 
ward down the aircraft |, 
ramp as his soul, repre- |% 
sented by an ascending 
bird on. his shoulder, 


takes flight. 
The days falling between 17 and 24 


Angot have been designated “Peace 
Freedom Week.” Orchestrated by 
the Ninoy Aquino Movement, the 


week's programme added more layers 


- to the politic legend, using wreath-lay- 
nj hi merathdit; arts festivals and uni- 






merely because | 


| dals, 





acrifice, p — e 
d another rk | 


| scope ot the investigatior was limited, | 


the composition of the committee not to 
its liking and that the move was only a 


whitewash, the opposition boycotted 


the committee. Instead, it set up a com- 
mittee of its own which plans to visit 
Stockholm sometime next month. 
Although no concrete proof has 
emerged identifying those who received 
the bribes, the public is increasingly 


convinced by circumstartial evidence: 


that there is corruption in high places. 
Arun Nehru — a close associate of V. P. 

Singh and a Gandhi cousin who was also 
expelled from the Congress a few 
months ago — argues that there is far 
more to the corruption charges than the 
kickbacks in the purchases of Swedish 
howitzers and West German sub- 
marines. India has contracted to buy 


fertiliser plants worth As 50 billion. 


(US$3.82 billion) and in all these con- 


tracts the Italian firm Snam Progetti 


is a common factor, Nehru points 
out. Gandhi's wife, Sonia, is Italian 


born. 

Thus the opposition is trying hard to” 
link Gandhi with the corruption scan-_ 
made a- 
cate orical statement that he and his 
rime | 
minister's statement elici:ed a swift re- |. 
sponse from V. C. Shuxla, a former 
minister who too was recently expelled 


‘Gandhi himself has 


family are not involvec. The 


from the Congress: “While Rajiv Gan- 
dhi makes these assertions of inno- 
cence, he must clarify whether family 
includes his in-laws or not." V. P. Singh 








.added: “Can a watchman escape re- 


sponsibility by saying that he has not 
stolen the missing goods?" i 





ters of the slain Adii 
| have ‘ally nurtured 
4 the expansion of his 

legend, in part to culti- 
vate a sense of inevitabil- 
ity that the next 





should be his brother, 
Agapito ‘Butz’ Aquino, 
a newly elected member 

of the Phil ppine Senate. 
^^ In M this not- 
eM so-hidden objective goes 

M by the name of the * 

J| agenda." Despite the 
veneratior for the presi- 
dent's late husband there 
are some signs that the 
process of legend-building may have 
reached its peak. 

For example, a few congressmen re- 
portedly dared each other, to no avail, 
to introduce a ett ke measure jails 

















' dent, after Benigno'swife, 
| . Yearbook cost to your subscription rate 
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| promise to avoid journalists 


; to pay to visit Hongkong recently, “ays 
-Bo Yang, the writer from Taiwar re- 
-nowned for his irreverence and £ ere d 
| tion. 
^ Earlier this vear, it was commi: ast 
party officials on the mainland who 
wanted to muzzle Bo Yang. The au- 
thor's latest book, The Ugly Chinaman. 
was. banned, though bootleg cones 
have become treasured possessifs on 
college campuses across China.. 

h re was a time TH the Kuomin 















! Rer and now it se 
fame also. 








name Bo Van which h- : 
ides ago. He is 68 now and pr 


















y inspire in governments. ^ 
ugh to be chinese, “is his exples 
ion. . 
< “I have discovered that god has pre 
destined people like me for jail, 3 











o na tng head My anew eui 
hat this is not à problem of any pa 
'ular individual but rather of Ch pese 
ulture as a whole.” " 
> Provocatively and sometimes: tp- 
pantly, Bo Yang has appointed himel 
the connoisseur-critic of. Chinese ea 

ture. Simply stated, his argument is t€ at 


































hat it lacks à ial tradition 


m |] 
I CAN BE AT : 









TV interviews was the price hea - | 


his notoriety and the: ire he | 


m ney ls of tate, Bo Yang say - 


| democracy and liberalisation and p 


events. Bo Yamg's writings sha 


he root problem with Chinese culture is - 








we have all read Bo 
ow what is going on 

awar is something new. 
We are pushive. ‘or a real democracy, 
for a real opposiior party, for a two- 
party system. mi Antonio Chiang, 
who was the e:ii:or of a magazine called 
The Eighties, w e most influential of the 


«Tt i is | beca 
Yang that v 
right now in 








Hence it is ugly, weak and plageed by | anti-zovernmes jowrnals. Now he is 


the rule of dictators, despots and..occa- 
sionally, demented mobs. He caiis it a 


" culture- stuck i3 the soy sauce va., and 


he hae harsh and humorousiy de- 


o seribed the traits in The Ugly China- 
ran, which is a blend of history, »oliti- 
cal cormmentazcy and anecdotal story- 


__ telling. 


Yet from Eis home in the hike out- 


_ side Taipei he has been watching oliti- 
ji cal developments in Taiwan, frog last 
| month's 
q KMT' s begrudzing and as yet une ficial 


lifting of martial law *» the 


recognition of an opposition party. 


n- | There is a pcssibility his axioms on 
fo Chinese culture will require an a dden- 
ff | dam. 


When Bo Wang was in prisen on 


(| Fae-Scorched fsland, he says he came 

| te the conclusion that there was mo dif- | 
|| ference between the KMT and the:com- 
., munists. This conclusion fed his search 
for ak 


itural explanation, and his con- 
zhat democracy, or the lack of it, 
was the key. 

But. the KMT has been taking 





* 











meee place with an ME 


tien and a structure for merae i tive 


With all this talk «bout 
liti- 
cal reform in Taiwan, Bo Yang hasbeen 
cest as the éminence grise, the wise man 
who can decipher the significar: € of; 


gcvernment. 











thanking of maay of those pushix c 
reforms, and his ideas are often ref-rred 
teas & guide to both the possibilities and 
limitations. 





CCVER STORY: pages 14-18 
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! y? 7 THERE ARE UXT HOOK Jc Mr 


. beast outside 


the publisher of a weekly news 
magazine calle: The Journalist. “If it 
happens, it wil be the first time in 
Chinese histc:v, No other Chinese 
place — not. te amland. not Hong- 
kong, not Singspcre — has done it.” 

Bo Yang svs the next few years in 
Taiwan will be afragile experiment. On 
the one hand. ae agrees with Chiang 
that Taiwan coole break the pattern of 
Chinese histore. By introducing politi- 
cal reforms th: Fow for more than one 
party and creas 2 true representational 
form of goverr:r eat, Taiwan could defy 
the tradition ke cescribes in The Ugly 
Chinaman. ~ 





























, ts possibly 
; Fx may B na Bo 








tthe ike The 
KMT's moves «€ evel only by a 
desire to proleng their power, he says. 


rom the mainland [in 
ever. political control 
asc. Now that there is a 
pciitical control, all 
| sity and. hatred can 
come out," he says. Then, the supposed 
incubator of C'sinese democracy could 
disintegrate itto a confrontation be- 
tween Taiwanese, wbo make up about 
85% of the iland’s population, and 
mainlander. 
“Tf there is: 


"The KMT ca 
















sp frontation, then the 
rost door [the main- 
risct excuse to step 
in. So much for democracy," he says. 
Bo Yang bes «peat the past three 
years translating fron: classical to mod- 
ern Chinese Zh Tongjian (A Com- 
prehensive Mrror af Government), 
Sima Guang’s amine! political history 
of the dynasfiee stretching from ‘the 








land] will have 






































Warring States period (770-221 BC) to 
the Sung dynasty (960-1279). Translat- 
ing the Zizhi Tongjian is just the latest 
of Bo Yang'sforays as an amateur histo- 
rian. Altogether, he has published over 
50 books, many of which are histories. 
One of his most famous books, written 
in prison, is called An Outline History of 
the Chinese People. 

Chinese history needs a break, a new 
paradigm. If Taiwan comes up with the 
innovation, so be it, he says. From all 
his rummaging in the past, Bo Yang has 
decided that the 
gredients China has missed out on: 
democracy, human rights and a belief in 
equality. "The history of China is like a 
car that runs in circles, over and over the 
same ground," he says. The history of 
the West started out as a car, too, but 
somewhere along the way it came up 
with the ingredients for making a plane. 
"Then it took off to heights China could 
not reach." 


re are three crucial in- |. 


In a deliberately contrary vein, Bo |™ 


Yang blames Confucius for all of this. 
"[n the two and one half millennia since 
his death, China's literati did little more 
than add footnotes to the theories pro- 
pounded by Confucius and his disciples 
... The minds of the literati were stuck 
on the bottom of an intellectual stag- 
nant pond, the soy sauce vat of Chinese 
culture." 

There is atone of forlorn nationalism 
in Bo Yang's description of Chinese his- 
tory as one long, relentless disappoint- 
ment. The central question of The Ugly 
Chinaman is: "How is it possible for 
such a great people to have degenerated 
to bib a state of ugliness? Not only 
have we been bullied around by foreign- 
ers; even worse, for centuries we've 
been bullied around by our own kind — 
from tyrannical emperors to despotic 
officials and ruthless mobs . . .” 

In all of this, Bo Yang fits snugly in a 
tradition of Chinese thinkers preoc- 
cupied with the idea of democracy. 
Starting with Kang Youwei and Liang 
Qichao, regarded as the spiritual god- 
fathers of the May Fourth Movement, 
there has been a school of thought based 
on the idea that political participation 
by the greatest number was the key to 
the- modernisation of China. If only 
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Bo Yang: paying the price of fame. 


China was democratic, this line of 
thought went, it would mot be back- 
ward, it would be strong, :t would rule 
the world. Just what was meant by 
democracy was not always clear. 





rom the days of Kang Youwei, trum- 

peting democracy was intertwined 
with a sense of nationalism. Democracy 
was shorthand for boosting China. 
Gradually, democracy also became 
shorthand for criticising the govern- 
ment, in both Taiwan amd the main- 
land. 

Consider Wei Jingsheng and his col- 
leagues who in 1978 plastered banners 
on what became known as Democracy 
Wall in Peking. They used the notion 
of democracy to challenge the maxim 
that the party always represents the best 
interests of the ruled. Similarly, demo- 
cracy has eges been the rallying cry in 
Taiwan for that loose aliance of op- 
positionists who became known as 
tangwai, or those outside. 


... FELLOW CODONTRYMEN. - - 


—— 
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Democracy is one of those slippery 
words rarely defined. Tire government 
on the mainland claims it is democratic 
and so does the government of Taiwan; 
both hold elections. *. . . The Chinese 
form of democracy is: You're the demos 

people], but I've got the kratos 
power]," writes Bo Yang. It was in- 
quiries into the lack of democracy in 
Taiwan, despite gove nment statements 
to the contrary, th.t Bo Yang says 
landed him in jail. 

Bo Yang was born in Kaifeng in 
Henan province in 1920. His national- 
ism bred his anti-communism and 
him to join the KMT at 18. When the 
communists took over the mainland, he 
fled to Taiwan. 

In the 1950s, Bo Y ang took up jour- 
nalism and soon discovered his pen- 
chant for the satirica! essay or zawen, a 


form made famous by the writer Lu Xun — 


(1881-1936) to whom Bo Yang is fre- 


| quently compared. After a while, he 


had a daily column called /dle Gossip 
which was biting ard critical of the 
powers that be, thc police, and the 
corruption and abus- of power in the 


Bo Yang had ail the proper anti- 
communist credentials and thought this 
would protect him. He was arrested, 
though, in March 1268, because, ac- 
cording to Bo Yang, of his trans- 
lation of the American comic strip 
Popeye. In the offending strip, the 
spinach-eating sailor and Junior were 
alone on a desert isle. Popeye an- 
nounced he was running for president, 
holding a democratic election and bar- 
ring any votes for Junior. Chiang Kai- 
shek was said to be infuriated, taking 
the strip as a jab at him. 

Bo Yang was accused of participat- 
ing in a communist censpiracy. He says 
he was tortured, one of his legs broken 
beneath the knee. and eventually 
beaten into writing an elaborate and 
fabricated confession. That confession 
became the evidence for his trial and 
conviction on charges of being a com- 
munist. His original 12-year sentence 
was reduced to eight years, but he was 
not released until he had served nine 
years. Last month, when martial law 
was lifted, he filed a lawsuit seeking 


YOU. MUST NOT ONDER 
CIRCUMSTANCES VOTE aa 
/ JONIOR/ / 








Li 


p ^ 


D ow 
















ase in | 1977. but it was only afte 
ive a speech i in the US in 1984 th: 
his ideas down in an essay. From 
e it was published in the Hongl 
magazine Pai Shing Semi-Monthly. 
essay caused a stir. Copies began 
culating among intellectuals and st 
dents on the mainland, it was translated 
nto English and eventually it was pus- 
ished in book form in Taiwan wherc it 
has sold 120,000 copies. 

-o Last year, a Peking publishing house 
decided to publish The Ugly Chinama. 
Then came the campaign agairet 
bourgeois liberalisation early ths 
year, and the publishing plans. wese 
scuttled, the book was banned and E den 
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uangming. Daily for insulting’ the 
jnese pr à 





| Sy Sohn Arden in Kuantan 


| complete: :* toothless warrior wear- 
FA ing « baseball cap gave the lesson 
an how to use a bamboo blowpepe. 
Ne were ir the jungle north of 
«uan:zn. the capital of Malaysia’s 
®ahang state, and the warrior was sup- 
»osed to be over 100 years old. 

_ puffed a slender dart through the 
‘ong, awkwasl pipe at a corkbeard 
target stuck toa tree about four bufalo- 
eengths away To my surprise, only 









| modest lung-power was needed. I never 


missed. 
Mv guide exp ained that these orang 





: usli (original people) still tip the darts — 
| with poison for Eunting. I was impress- 
| ed 5y this glir 
primitive mag. 








ye of what I took te be 
1 was even more im- 






































iba applied to visit Hongkong 
this month, he was told that a 
ng resident, acting as E 
', would be required to sig Ii 
uring the Immigration Depar 
t Bo Yang would not "engaz 
es that might cause embe 
“te Her Majesty’s Gover: 
ent” during his stay. It was the fir 
| he had to provide such a lett 
ther, Bo Yang says, the Hongkowg 
dent who is his guarantor was askez 
n ol fficial with the Immigration 
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» be identifed, says. a n : 
utr ebexined before travel 











Government « or are m some renow:: à 
is is because Britain does not recoc- 
nise Taiwan. 

< The official says such a letter cou d 
be obtained from any Taiwan resider:, 
but the Hongkong Government doss 
not bother. with those who are mere’) 


| 
E 
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< However, the official denies th’ 
he guarantor was asked to promis: 
hat Bo» Yang would not speak to re 
ters. Such a request would have 
come from the Political Adviser's © 
fice, the official said. and there is no 
‘ord of any en panne been ma e 
-or (dae : 





















| me A, a 


sem is an aluminium tube. 
_ ever misses,” he said. 


| ways like this. Such civilised trinkets 
: alumin: am tubing and baseball 


pressed by mv instant facility with this | 
 sncent weapca. 


congratulated mself. Taen 
ubrious Indian, eth red 


Ncisily, I 











“No one 


in Pahangs jungles, it was not al- 








caps 


xd re been reach ng the orang asli only 





event 19th, centuries were slow tc ar- 


| MVE dei 
| When he came with Colonial Office 
| erders just 99years ago, Pahang's “rst 


Briash Resident-General noted with 


| disapproval “che right of the Rajs to 
| eompel all female children to 


E Bass 





threugb his harem.” 
By the earl» years of this century. ahe 
state had only one road: a 83-km bridle- 


pata less than 2.5 m wide. As late asthe 


95)s. poverty guaranteed that Paleang 
would see some of the worst of the 
weninsula’s encounter with that most 
srightening stage of the struggle for Fee- 
«ora Trom co onsal rule, Malaya's 12- 
~ear insurgency. 

Or 31 August, Malaysia, the nation 
formed from che British colonies, will 
eclebrate 30 wears of independence. 


| Pabarg is a geod place in which te re- 


ect cr how bad things were not so very 
long ago and what astonishing progress 


| the naton bas meade since then. 


in tse early 1950s, one of the most 


| asotorncus of the communist guerilla 
bands was basec in Jabor Valley, ust 
| sight miles north of Kuantan. The iecal 
| ms 





argent leader, a consumptive 
*^hinese schociteacher called Foo Tain, 


| sommanded some 450 well-traised, 
| sardcore rebeis. So bad were commani- 
| «atiors, so dense was the jungle t 
| wresled by the escas thata Dane cur 





. Indeed, the 20th, and 


i civil cemmoti 


hen 


ried letter took 3 month to reach Foo 
from his agents i Kaartan. 

Mostly comprised o* Chinese trades- 
men and small *:smessmen impressed 
by communism: progress in China, 
Foo's jungle “rmaament” was. charged 
with disrupting tae economy around 
Kuantan, Pahang > principal seaport. A 
similar force based itself inthe jungle 
near Bentong, ir western Pahang. 
leader’ was Chin 












Peng, a young, | 
irregular who h marched i in London's 


















Victory Parade is 1946. King George VI 
had awarded him the Order of the Bri- 
tish Empire for has. efforts against Ja- 
panese occupa rces. ^ 





From one ie secret redoubts 


o- became the 


secretary-generz -cf che Communist 
Party of Malaya. directed. the com- 
munist assault @@ Eritsh rudber plan- 
ters, tin miners. civil servants and sol- 
diers and any M day, Chinese or Indian 
subject who da: *d to become, as the 
communists liket te put it, one of Bri- 
tain's “running Cees ”- 

No one, thou:i*, «ver officially called 
it a war. It wat dwaws the “Malayan 


Emergency” a curious reason. 
The Malayan: € omy relied on the 





age. Insurance 
stocks and equi 






a civil Ww 
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“The - 
| came in le TC 
Kuala ane L-avestiort’ Pahang 
‘summer resort of Fraser’ s Hill. A com- 










a 


munist terror : 
waiting for ne 
'a suitable ambush target, spotipe. a 
Rolls Royce app oaching. 

"The squad leader, an aggressive 
communis commander called Siu Mah, 
ordered his men toopen fire. By a piece 
of communist luck, London's senior 
representative then; the high commis- 
-sioner Sir Henry Gurney, and his wife 
were in the back seat of t yat Rolls. 

Lady Gurney survived. In a brave 
but futile effort to draw fire away from 





“his party, Sir - 
from the car and was shot dead. 

‘For a 12-year struggle, however, 
| casualties wers surprisingly low. The 
4 communists lost a known 6,398 killed, 

| ded; the security forces, 


*n and children, includ- 


e oo 1, 1383 wounded. 
















V : 130 July 1960. the 
then prime T 


 theemergenc 











son = Malaysia-Thailand bor- 
der and finall ‚to China. 


richest states ! 
timber, oil palm, cocoa and abundant 
natural gas. Fraser's Hill, which now 
has a 100-room hotel, bungalows: and 
chalets and a 20lf-course, is one of Ma- 
laysia's premier summer resorts. 

North of Kuantan, on the beach 
where Foo's men once bathed, there is 
now a Club Mediterranean resort. Foo's 
jungle is the scene of that orang asli 
blowpiper giving instruction to Club 
Med tourists brought to: his hut by bus 
and motorisec canoe. — — 


Malaysia’s transition to healthy inde- | 


pendence has been one of the great suc- 


-cess stories of thé post-colonial period. 


In February, in a friendly gesture ahead 


of the 30th anniversary, the British 
handed over to the Prime Minister's De- | 
| partment the «eys to that last legacy of - 


the colonia! period, Carcosa.“ 

. Carcosa, a grand Kuala Lumpur 
mansion, had been the residence of the 
senior Bigtis t 





am, the first Resident- 











Fran | k CSS ve 


uad, which had been 
three days insearch of | 


Jenry had tried to walk 


Driven to the remotest jungles of | 
Foo, | emaciated and 


bet yed by his two | 
d in a police Specia | 
Chin fled — first 





ang is one of Malaysia's | 
vith fine roads, minerals, | 


official in Malaya since | 
shortly after che arrival in 1896 of Sir 


E here, Sir Henry | mli | 


526 wounded. Ánd2,461 | |- 
_. order to locate wh, is containec i in 
-page issue of CHINA TRADE REPO 


and some Australian ao : SORT 
dreds of publications, not to mention have you own 


| gis in block letters]. 


> and to literally dozens of others the CHINA TRADE RE 
_ essential reading for anyone doing, or wishing to do, busi 
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Now in its 24th year the CHINA TRADE [REPORT whi 
lished monthly by the Far Eastern Economic Review has long b 


electronics, telecomrnuhication; engineering, contract negoti 
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-F Revolution. (1966-76) on the Geng 
"of Four as the Chinese leadershi dess, 


Zedong) as is common among Chinese 
_ people, is to avoid facing a rather an- 
 comfortabie truth. That is, if people liad 
not been willing to harass, abuse, ter- | 
ture and murder each other on the basis 
of the latest “order of the day" from tne 
chairman, then what was essentially a 
power struggle might not have got much 
further than the walls of Zhongnané: 
where China's rulers live) in Peking 
-The E eC g 















communist Party, he 
da nom verdict ) 












iof e pide at thé det of: 
io f nasta MS opening, to p 







nd writer AU Jiang’ elliptical A 








orks only: pees in limived 
. This year, at the beginnin: 
“bourg 










ie mpaign against 
liberalisatton ^" 


entirely. 





pain and humiliation of those years amd, 
in too many cases, their own complici-s. 
















- accounts of this nightmarish decade, > 


Life and Death in Shanghai by Nin 
Cheng and Yue Daiyun's To the Storr: 
-= Gao Yuan was a high-school stude: 
<in northern China when the Cultural 


his memoir of the first three years of t 
Cultural Revolution as they unfold 
the rural township where he we 

hool. The book takes us to 1969. 
_ Gao's father, a guerilla comm: 
. in the anti-Japanese war, was a lo 
ficial and a rather distant figure 


Yunmeng | \ tash | 


the subject was banred | 
3 Presumably, many Chinese + 
were untroubled by the ban. No Ls ` 
than the party do they wish to forget Me - 


Oo continue: to blame the Cultezal - 


|. or even the “Gang of Five” (add Mao | 


| 
1 
i 


A despite ais ger 


Bern Red: A Chronicle of the Cultarat Revolution by Gao Yuan. Stanfore Uni- 
versity Press, Stanford, California. US$3¢. 





children, for he spent more time with 
the peasants than his own family. Gao 
and his older brother lived at the school 
whichthe author calls Yizhong. (He dis- 
guises tae names of people and paces 
“ie the secogniton that all, innoceat or 
guilty, were caught up in a movement 
| beyond anybody’s ability to contra!.”) 
As the nerretive progresses, we see 
how same teachers and classmates are 
destroyed by the Cultural Revo'!stion 
and others prosper; the political move- 
ments p-oviced.an atmosphere in which 
minor personal resentments could moti- 
vate mejor political persecutions and 


schoolyard bulles evolved into profes-. 
| sional terturers.. 


Gao's own complicity begins when, 
ane shied a almest all 



















his teackers, he feels obliged to at:ack 


|oomtina wall poster so as not to be seen 


For the kind of first-hand, deitied Us 


. have thus had to rely largely on boc: = 
. published cutside China. Born Red is - 
_ the most recent of a series of importat 
_ works which include Son of the Revo a- 
Hon by Liang Heng, the distinguished | 
. | duty outside tae man's home and 
hac Tailed to investigate when there- 
was en cdd noise "like a thermos fall- 








* Revolution began in 1966. Born Rec is : | 






di his peers as an “unrevolutionary 


misfit.” “Struggle sessions” agzinst 
teachers and faculty grow increascagly 
vicent. The first casualties occur. and 
the author feels partly responsible «hen 
the vice-prineipal of his school, whom 
the students hac been hounding, hangs 
*imself. Gao: had been on night guard 


2v 
A 









< later with guns and grenades. ` 


defend by force 


| of Soviet studi 


»- * long, the students fall out 
-A among themselves, and divide ‘nto | 
warring factions, each claiming te be | 
redder” than the next. Sporadic tist- 
Ets escalate into planned beatles | sob 
ged atfirst with slingshots and bricks, | bili 


author, who 
dent” for th 
letter. is horrif 
tries, not alwai 


es as "war. correspon- 

er faction's news- 
y the bloodshed. He 
cessfully, to stop his 





own side from :xzéss. Once, when they. 


persisted in besing 3 woman “prison- 
er," he secretly eases her. 

By the time v oense becomes so in- 
stitutionalised “Sat tbe students set up 
formal torture chambers for their 
“enemies,” Ga is ss sickened by events 
as he is helpless ic stop them. The au- 
thor confesses t» have been too 
frightened to he?» *ictimisec classmates 
on several occesiors. When his turn for 
the torture cheraber comes, he soon 
betrays a comrade, areact for which he is 
later wracked vita guilt. 

Gao too ha: his fanatical moments. 
His parents, fearta for his safety, at one 
point call him scx bome on the pre- 
tence that his "her is sick. When he 
learns that th« was but a ruse, he 
brandishes a mt cleaver at his father, 
whose outrage of "Unfilial son" 
Gao answers a quote from Mao's 
wife, Jiang Qin; “A ttack by reason and 


4 ern Red. | Gao at- 
ader the flavour of 

























Througho t 













the earthy, pol 
him and his fri 
trays the decl: 


. He effectively por- 
sf aormal discourse 


and with it, : morality, as daily 
speech | bec 7 increasingly mili- 
tarised. Ala @sascon, a scholar 





: importance of lan- 
hemoment the indi- 
anguage of the ideol- 
ertal world and his 
sense of self- act to be hijacked 
along with the aage.” Intentionally 
or not, Gao's arat ve vividly illus- 
trates this point. (ere s something chill- 
ing about the fe ity with w "ich he uses 
such loaded wc:ds as “enemy” — with- 
out the invertec commas. 

It could not seve been easy for Gao, 
who is currenti- studying at an Ameri- 
can university, 19 heve written Born 
Red, for in it he clearty has opened old 
wounds. While irdicting others, .he 
bravely confess’s to bis own crimes of 
conscience. ^. 

The book's f: »seword, by William A. 
Joseph of Welcsley College, gives a 
balanced and we l-organisec summary 
of the Cultura! Revowtion’s complex 
political sewunc ant history. 
Joseph's. assert :3 that China under 
Deng Xiaoping sas "terned its back on 
Mao’ S Cultural devolution” may, how- 

ytmmistic. This year's 
ng the ieagership, 
*ctaals and the brief 


commented on 
guage by sayin 
vidual accepts: 
ogy, he allows 
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Phi ips has been a world 
leader ir artificial lighting for al- 
most a century. 


So no company knows more 


about how to make light work, 

..as you'll see in the bro- 
chure ‘Philips light... more than 
meets the eye'. 

It describes how light can be 
used to enhance comfort, 
mood, promote sales and 
increase safety and productivity. 

And how lighting-energy 
costs can be reduced by up to 75% 
— without any loss in light output 
or quality. 


create 


"^s 
. i Ne 


Eiffel Tower, Symbol of the "City of Light", also 


expresses Philips' lighting leadership worldwide 





Actual savings 





TU Bu 


81% 





In short, it describes how 
Philips’ unique combination of 
scientific research, application 
expertise and product technology 
can make light work for you. 


Send today for a free 
copy of this booklet. 
Philips Lighting 
Division, Marketing 
Services EC2/ FR/21 
PO. Box 218, 

5600 MD Eindhoven, 
the Netherlands. 





Name: 
Company: 


Add ress: 


Country 


Lighting Leadership Worldwide. 
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aircraft, which could be operating by the tarn of the century. Travelling at twent- five times the speed of sound, t would enable us to fh 





IN THE NOT TOO DISTANT FUTURE, 
WE COULD FLY YOU FROM LONDON TO SINGAPORE 
IN 50 MINUTES. 


WE HOPE YOU PREFER YOUR BEEF RARE. 
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LÀ 

you from, say, London to Singapore in a mere 50 minutes. Or from San Francisco to Hong Kong in one hour. However, we do envisage 

some minor changes to the menu. We do hope, for example, that you like your roast beef rare. SINGAPORE AIRLINES 
a M00 o sos m UON 











Our historv could fill a book, 
but we prefer to fill glasses. 


BUSINESS AFFAIRS _ ECONOMIES], 


South Korea assesses the cost of labour unrest 


The price of reform 


By Mark Clifforc in Ulsan 


A 21-year old worker from a Daewoo 
Shipbu:ld ng and Heavy Machinery 


yard has become the first casualty of |* 


South Korea’s current wave of labour 
unrest. The dcath of Lee Sok Gyu, who 
was killed 22 August by a police tear-gas 
canister, shattered hopes that South 
Korea’s labour strife would be peace- 
fully resoed. But a government 
crackdown on labour, which would 
probably invelve the use of military 
force, still appears unlikely. 

In the firs three weeks of August 
alone, more than 1,000 labour disputes 
broke out, as rnany as in the previous six 
years. Since 29 June there have been 
1,800, more :han in the previous 10 
years. 

On 18 August, South Korea’s 
Labour Ministry forced the giant Hyun- 
dai Group to cede to workers' demands 
for independent unions at eight of its 
subsidiaries. Vice-Labour Minister Han 
Jin Hee, nct Hyundai management, an- 
nounced the climbdown to a crowd of 
30,000 worke-s packing the municipal 
stadium. 

The agreement was a rebuff to what 
has traditionally been the country's 
most powerful and politically well- 
connected business group. But the gov- 
ernment had little choice in order 
to preserve the momentum of re- 
form. 

Earlier im the day, as workers 
marched from the outskirts of Ulsan, 
they commandeered forklifts, bulldoz- 
ers and heavy trucks. Authorities al- 
lowed the crowd to rally in the munici- 
pal stadium — the alternative was a 
march on city hall. Han, who had set 
up an emergency command post in 
Ulsan, talked his way through a crowd 
of workers and into the stadium to an- 
nounce the agreement only with the as- 
sistance of the mayor and police 
chief. 

Hyundai founder Chung Ju Yung, 
who was briezly held captive by angry 
workers last month, showed no signs of 
yielding in the ved before the agree- 
ment was rezched. The company ap- 
peame ready to face a prolonged con- 
rontation wita workers, as it had in the 
past. Even efter the agreement was 
reached, a company spokesman in 
Seoul said ini ially that a pact had been 
made between the government and the 
workers, gnd that Hyundai was not a 
party to it. 

nder the pact, management and 
labour must still negotiate wages and 
working conditions. "The solution is 
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only a provisional one," says Prof. Park 
Young Ki, a member of the country's 
Central Labour Commitee and direc- 
tor of the Institute for Labour and Man- 
agement at Sogang University. 


The agreement covers Hyundai 
Motor, Hyundai Heavy Industries, 
Hyundai Mipo Dockyard. Hyundai Pre- 
cision Industries, Hyundai Electrical 
Engineering, Hyundai Wood Indus- 
tries, Hyundai Engineering & Machin- 
ery and Korea Flange. 

For all the drama, the economic ef- 
fect of the strikes remains manageable. 
Hyundai Motor, the group's most pro- 
fitable subsidiary, estimates that the 
strikes and parts shortages have cut pro- 
duction by more than 20,000 cars. 
Hyundai expects to makeabout 600,000 
cars this year, three-quarters of which 
will be exported. 


trikes forced the company to miss 

a US shipment of 3,000 cars, sche- 
duled for the end of July. Senior mana- 
gers say that each day the plant is shut 
down costs Won 10 bilbon (US$12.35 
million) in turnover and that the strike 
has so far cost about Wor 100 billion. 

Hyundai currently rums two 13-hour 
shifts, six days a week, atits car plant in 


Chun’s support: page 48 


Ulsan. The company would 
like to make up lost production 
by Yo te on Sundays and 
holidays, said a senior financial 
executive. "Vorkers are press- 
ing for shorter hours, though, 
and the company is conside 
adding a third shift of work- 
ers. 

For the first half of this 
year, Hyundai Motor reported 
turnover of Won 1,441 billion, 
compared with Won 869 billion 
in the same period last year. 

rating income jumped to 
Won 104.2 billion from Won 


more slowly, to Won 20.64 bil- 
lion from "Von 17.99 billion, 
largely because of higher de- 
preciation -harges. The com- 


ciation to Won 250 

this year from Won 150 bil- 
lion last year. A price rise of 
US$250-300 in July after a 
US$100 increase in February, 
has not dampened sales, ac- 
cording to company ers. 

The senior financial executive said 
Hyundai Motor must keep pay rises to a 
minimum because the company would 
set the pattern for increases at other 
Hyundai companies 

A report issued by the Economic 
Planning Board (EPB) said that labour 
disturbances between 25 July and 19 
August cost Won 226.9 billion in lost 
merchandise production and US$206.4 
million in forgone cxports. The car in- 
dustry was hit hardest, according to the 
EPB. A total of Won 211.4 billion in 

roduction was lost and US$118.7 mil- 
ion in delayed exports. 

The labour disputes seem unlikely to 
severely damage the economy, which 
remains buoyant, and even the govern- 
ment's worst-case scenario does not ap- 
pear particularly wcrrisome. 

The Korea Development Institute 
(KDI) predicted that average wage rises 
of 5-6% would only cut economic 
growth to 9.7% this year, which would 
still be one of tne highest in the 
world. Without wage increases, the 
KDI forecast an 11.5% growth rate this 
year. 

Wage rises of 5-«% would mean the 
loss of 240,000 jobs this year and 
another 300,000 jobs next year, accord- 


ing to the KDI. That would push upthe | 


unemployment rate from a projected 
3.8% to 5.5%. Inf'ation, according to 
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88.6 billion. Net income rose 3 


pany plans to increase depre- - 
4 billion 





this scenario, would rise this year from 3 
projected 2.5% to 4.2%. 

me observers believe the forecass 
are unduly pessimistic. "These proje-- 
tions assume that businesses dort 
change their behaviour," said a former 
EPB staff member. “In reality, Soum 
Korean businesses have been quite r=- 
sourceful at adapting to extern 
shocks, especially by cutting costs 3 
other areas.” 

The Federation of Korean Trac- 
Unions (FKTU) attacked the repor. 
"The KDI, which is funded by the go-- 
ernment, has often issued such repor*s 
in the past," said an FKTU spokesma-. 
reca wages account for only 6.8*. 
of [South] Korean manufacturing costs. 
Even a 10% boost would only increase 
workers’ pay by less than 1%.” 


senior EPB staff member sa 

wage increases were averaging 
4-5% in the current round of negoti-— 
tions. The EPB now expected pay rises 
for the year to average 13-15%, as or- 
posed to the 10% it originally projecte« , 
and it believed the wave of disputes hat 
peaked. 

"There is a downward trend," saw 
the EPB official. “More disputes are 
being settled than are pene I thir: 
the labour disputes will be largely over 
by the end of September.” He expected 
smaller companies to be hit hard by 
strikes over the next month. But as large 
companies announced wage accords, 
smaller companies would quickly se*- 
tle. 

The violence at Daewoo came as ur 
versity students prepared to return :» 
campus for the autumn term, whice 
Starts at most schools in early Ser- 
tember. Protests usually increase 
dramatically when school is in ses- 
sion and this year should be no excep- 
tion. 

The National Federation of Unive-- 
sity Students (Chondaehyop) was ir- 
augurated on 19 August at a meeting ef 
4.000 students in the central city ef 
Taejon. The organisation, which im 
cludes the student leaders from near ~ 
100 campuses, marks the first time rad-- 
cal students have mustered a natior- 
wide umbrella group. Chondaehyc» 
called for making “common strugg = 
and solidarity" with striking workers : 
key goal of activity over the next sever- 
months. 

Students have, however, had a notz- 
ble lack of success in linking up with the 
labour movement in the past. Goverr- 
ment authorities have offered little ew- 
dence for their contention that radical 
students are involved in the recem 
strikes. 

The most notable event of the pas 
week was perhaps the least visible — th= 
continuing signals from governmer- 
and ruling party authorities that they 
are prepared to ride out the wave ef 


labour disputes as long as they do ne: | 


oe 


turn violent. 


Remarkable about-face 


The South Korean Governmert shows support for labour 


ae South Korean Government's 

decision to intervene in the Hyundai 
dispute marks a dramatic move away 
from the aands-orf stance adopted sce 
Roh Tae Woc's 29 June democra: sa- 
tion proposals. It sent a clear message to 
business — if management cannot scive 
labour urrest on its own, the govern- 
ment is net going to bail it out. 

The move came the same day Presi- 
den: Chua Doo Hwan, in his first stete- 
ment on tae recert labour disputes, sap- 
portec workers’ calls for autonomous 
unions and higher wages. 

Before the set:lement, rising worker 
militancy in U'san, where Hyundai em- 
ploys 72,900 workers, seemed only to 
stiffen Fyuncai founder Chung Ju 
Yung’s resolve net to negotiate with ‘he 
new union leacers. 

Buz Seuth Korean authorities were 
clearly unwilling to gamble the health of 
the Souta Korean economy and he 
couatry's fragile political stability ea a 
showdown between the two sides. he 








agreement may : the first time in the 
history of the Republic of Korea that 
the state has we 23ed n on the side of 
workers against management 

Under the asreement, the govern- 
ment will reco-rise the new union 
leadership and * persuade” the existing 
union leaders tc resigr, guarantee that 
bargaining will be completed by 1 Sep- 
tember; and ersure that Chung del- : 
egates negotiate authority to sub- 
sidiary group pre-dent:. 

Back in Seou.. Chur 's statement was 
notable for wha ‘ Jic not threaten — 
police interversor n ending the 
strikes. Instead. he called on workers 
and managemen t» settle their disputes 
autonomously ad peacefully. Chun did 
issue a warning seams: interference by 
“impure elemens from outside,” a re- 
ference to allege’ sadicals or North Ko- 
rean sympathisers. 

Chun underlsec previous govern- 
ment statements ^v Democratic Justice 
Party presidenti] candidate Roh Tae 







legal authority te seize t and sell it to 
obtain »f sums due. wed 
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ges 
wer ustified, undercutting any linger- 
ing hope employers might have had for 
amore pro-business attitude at the top. 

. "The current labour unrest can be at- 
tributed to the growing desire of labour- 
ers for fair distribution of wealth and 
more autonomy," he said. "This must 
be accommodated as a necessary pain to 

. be experienced in the course of indus- 
trialisation.” 

Coming as it did from a former gen- 


eral who used labour unrest as a pretext - 


for declaring martial law in 1980, even 

- | this mild support for workers is remark- 

able. Chun coupled his support for 

| labour by noting that conspicuous con- 

| sumption by some people in South 
Korea had fuelled fésentment. 


he need for government intervention 

at Hyundai highlights the immatur- 

. ity of South Korea's labour-management 
practices. All that is needed to form a 
union are the signatures of 20% of the 

| workforce, or 30 workers, and permis- 
| sion of local authorities. Whichever fac- 
į «tion obtains the permission first is.the 
; legally constituted union. Union offi- 
cials are elected only by the workers 






sf By James Clad in Manila 
"Ehe past four weeks have come as 
| Ea rude awakening to the local 
— | sharemarket, where traders are nor- 
.| mally fond of feigning indifference to 
such wider fundamentals as the peace- 
|" and-order situation. After trading indi- 
.1 ces peaked on 21-22 July, a spate of bad 
.| news began to buffet both Manila’s 
| bourses, weighing down soaring confi- 
|) dence with fears of labour unrest, cor- 
| porate mismanagement, new tax de- 
T mands and insider-trading investigators. 
The 35-day spread from the July 
|. peak to 25 August saw 27% shed from 
c^ ithe  commercial/industrial average; 
|. 26.9476 from the mining index; 25.31% 
]. from the highly volatile oil shares index, 

and 26.6% from the composite index. 

| .. Analysts likened the fall of the com- 
REI" posite Manila index from 1337.47 on 21 
SEC ded to 981.66 on 25 August to a "foot- 
"ball being kicked downhill." The initial 
1udge came with a statement from De- 











the was worried about the com- 







“bought market seized upon 





cretary Gen. Rafael Heto in late 


d Muslim threat to the coun-- 


ell — helped by: overseas 


It has been almost impossible to un- 
seat existing unions. Workers who are 
dissatisfied with their union leadership 
often have little choice but to vote with 
their feet — or their fists. 

Hyundai's Ulsan unions were all 
formed after. 1 July. Chung's deter- 
mined opposition to unions had pre- 
vented workers from organising at all 
but one subsidiary before that time. | 

The legitimacy of the newly formed 
unions is disputed. Workers at Ulsan 
claim that the company helped form 
some of the unions, notably at Hyundai 
Heavy Industries. But the company cer- 
tainly hindered the formation of others. 
At Hyundai Mipo Dockyard, union or- 
ganisers had documents snatched from 
them as they tried to register the union 
with city authorities in Ulsan. The docu- 
ments were returned after workers com- 

ained to the police. The lack of a cred- 
ible procedure for choosing unions, 
though, left workers with 1 no o choice but 
mass protest. 

The government's intervention 

 angered some trade unionists. "The 
Ministrv of Labour is ignoring its own 
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|: REVIEWGRAPH by Bamy Lee andivan Keong 
investors, particularly institutions and 
prudent Hongkong punters, who noticed 
steepening price/earnings ratios. 

The. reaction in the city to a 15 Au- 
gust fuel price increase caused further 
market jitters, though it was known by 
the beginning of July that the govern- 
ment's oil price stabilisation fund was 
ope badly depleted. Smaller mar- 

ve pc cid in particular scurried to un- 
load their holdings as labour unrest 
grew in reaction to the price increase. 

Adding fuel to the fall, government 
discussions got under way about the pos- 
sible need for new taxes if the govern- 
ment yields to demands to “roll back” 
oil retail prices (the government an- 
nounced a 
gust). Members of the new legislature 
started wondering aloud whether an in- 
| crease in the share-trading transaction 
tax, from the current 0.2596 to perhaps 
295, might be needed to make up for. 
revenue lost if the oil price rise is noti im- | 
| ete ee C 







| who originally supported the union. | av 
‘Contracts are not ratified by workers. | 





-f eration of 


| BIR'ssuspicions, felt tt 
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by the mining giant Ben uet ( 
f mitted “over-re 


artial rollback on 25 Au- | 









3 Korean . Trade 
(FKTU), the governme it-sanct 
union federation. “Both speakin 
behalf of the Hyundai group and re 
nising a union that has not been cer 
by the government are violations of 
labour law." Local FKTU officials ha 
earlier warned the government tha 
Hyundai must deal with the officially 
constituted union, not the new one. — 

The FKTU has been under attack for 
its conciliatory posture towards the Chun. 
administration, particularly its support 
of Chun’s 13 April suspension of con 
stitutional talks. But a number of com 
mitted trade unionists within the FKT 
are angry because they believe the 
have been thwarted by government in 
tervention. “The Hyundai unions wi 
only formed a few weeks ago,” says th 
FKTU adviser. “I don’t think worket 
had time to know if this union was pre 
management or not.”  - 

Next month South Korea's s legi 
lators will be grappling with the ve) 
question of labour law. They will b 
ing to decide how to let workers 
their grievances. short of marci 
city hall. a 




















































With a an pee. sen 
Bureau of Inland Reven 


ing other abuses in the ` 
laration of intent that enrages 
traders who, apart from the m 






the exchanges must rem: 


Another nudge came W h 


rting" its income d 
ing 1982-86 by P231 million (US$11 
million at current rates). Bengu 
watched haplessly as its share price 
uoted at P112. on 20 Aug üst, slid | 
82 before recovering to P! : 
By 25 August the prospects of a gen 
eral strike had investors pondering 
the rare sight of the major Left- and 
Right-leaning trade-union federatio 
coopetating. The commercial/industri 
index fell another 36.42 | oinn, whi 
mining shares flopped 17 ints c 
the back of Benguet's s ‘all 4 
the com site 
another d 
clines of twice that Baaai th 
vious day, after two large New Pe 
ples Army raids on sugar. plant: 
tions. 
Most analysts believe the market will 
shortly correct itself as short-term pro- 
fit-takers retreat and the external envi 
ronment reasserts itself. Howeve 
were impressed by the minin 
composite-index increase in thin 
on 26 August. “The figures | 
but the volumes are no t con 
said one. 
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F oreigners find favour. 
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_ | Japanese diversity into locally listed overseas stocks 


I 
| By Nigel Holloway in Tokyo 
ET in foreign shares quoted on 
. M the Tokyo Stock Exchange (TSE) 
| has surged in the past three months, 
| now that the Japanese-equity boom has 
| tapered off and investors are diver- 
| silying their portfolios. Volume in- 
| creased to a record 205.1 million shares 
| in July, 96% higher than the previous 
| month. 
| The value totalled ¥691.7 billion 
| (US$4.86 billion). Turnover in the first 
_ | seven months of 1987 was 500.8 million 
| shares, two-and-a-half times greater 
| than in the corresponding period last 
| year. 
j This turnover in July is equivalent to 
— | 4% of trading on the first section of the 
| TSE and is 1% more than the value of 
| transactions in the second section. The 
| importance of the foreign-stock section 
| is expected to rise quickly as investors 
| develop a taste for unfamiliar names 
| like Dresdner Bank and Florida Power 
| & Light. 
— Interest in the foreign section of the 
— Tokyo stockmarket, established in De- 
cember 1973, was virtually non-existent 
| until 1985. During that year, the 
| number of stocks quoted in this sec- 
on of the bourse rose from 11 to 
121. 
| | There are now 60 companies in the 
| section, including blue-chips like IBM, 
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=" Volume (Left scale) "=== Value (Right scale) 
Source: Tokyo Stock Exchange. 
REVIEWGRAPH by Ry Ha andivenkworg are quoted on the TSE and they 


Volvo and Westpac Banking Corp. Two 
more are being listed at the moment: 
British Petroleum and the US food com- 
pany, Borden. 

By broadening the market, more in- 
vestors have been attracted to take a 
punt. Although there are a dispropor- 
tionate amount of banking stocks, the 
presence of leading foreign retailers, 
natural-resource firms and manufactur- 
ers gives would-be buyers plenty of 
scope for hedging during changing in- 
dustrial cycles and shifting from one in- 
dustry to another. 


| Dhaka catches the wave 


. By S. Kamaluddin in Dhaka 
; D haka Stock Exchange, one of Asia’s 
| lesser-known markets, has been 
. caught in the wake of the equities boom 
= which has swept around the world. The 
market recorded a 35096 increase in 
| turnover value in the 1987 financial 
| year, ending 30 June. Boosted by the 
anticipation of tax concessions for listed 
Stocks and a string of public offerings, 
| the value of shares crossing the Dhaka 
.4 million 


market rose from Taka 
- (US$1.1 million) to Taka 152.4 million. 
According to stockbrokers, how- 
_ ever, this figure probably represented 
only 30-50% of the real value of transac- 
_ tions because many were handled inter- 
nally by oe government-owned Invest- 


. ment Corporation of Bangladesh (ICB) 
_ for its portfolio of more than 20,000 in- 
| westor accounts. 
| The Dhaka exchange was estab- 
. lished in 1960 but traded in the shadows 
. of the bigger Karachi market in what 
was then West Pakistan. It was sus- 
.| pended in the early 1970s when a newly 
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| New listings underpin a stockmarket boom in Bangladesh 


independent Bangladesh nationalised a 
host of companies. The market was re- 
vived in 1976 by the late president 
Ziaur Rahman, who initiated policies 
aimed at promoting the private sector. 
But it was not until 1984-85 that 
the Dhaka exchange finally won the 
confidence of investors and became 
a profitable and effective means of 
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our clients,” says Hideo Karino, general 
manager of foreign-stock trading at 
Nikko Securities. “And if another 20 or 
30 firms take a listing,” he adds, “many 
investors won't necessarily need to go 
^"*side the TSE at all." 
Karino T pss se there will be 
east 150 foreign firms quoted 
Cokyo by the end of next year. 
out 5% of Nikko's total com- 
sion income is now derived 
n foreign-share brokerage 
rations — both at home and 
side of Japan — and Karino 
ects that proportion to rise 
10% by the first half of 1988. 
anese brokers obviously find 
easier to make that money 
ting foreign stocks in Tokyo 
a; in, say, London or New 
rk. 
Japanese investors, of course, 
1 invest directly in foreign 
/ckmarkets, though if the shares 


go through a TSE member, the broker is 
obliged to do the business on the ex- 
change. But for many, it is much more 
convenient to buy a yen-denominated 
stock — and buying in Japan also means 
the purchaser only has to pay one com- 
mission. | 

If he was buying a foreign share 
which was not listed on the TSE, there 
are two brokerage commissions to pay: 
one in Tokyo and the other wherever 
the share is quoted. 

Locally listed foreign stocks can be 
used a collateral in margin trading. 


channelling savings into investments. 
Tax concessions announced in the 
budget in late-June, were aimed at 
eepitslising. on this change in investor 
sentiment by improving the investment 
climate (REVIEW, 2 July). Under the 
measures, income from shares in listed 
companies was exempted from tax. Un- 
listed company shareholders, however, 
are still liable to taxation. The budget 
also reduced corporate tax by 5%. Pub- 
licly traded companies now face a 40% 
rate, private industrial companies 45%, 
and banks and other companies 55%. 
These tax concessions will cost the 
Treasury about Taka 21 million in the 
1988 financial year, and, ac- 
cording to Finance Minister 
M. Syeduzzaman, should 
help improve company pro- 
fitability and investment in- 
centives. 

The upsurge in stock- 
market activity has been 
driven by the government's 
World Bank-inspired indus- 
trial policy, which has seen 
the parti rea ofa 
number of state-owned in- 
dustrial groups, and a pool of 
unreported private capital 
seeking a legitimate outlet. 





—: 
EME e a ee 
“We can now make a portfolio for 


i t 





Finance does 
receipts as the equivalent of holding the 
scrip itself, another encouragement to 
dealing on the TSE. | 

Although the total return (yield plus 
capital gain) of Japanese equities in 
yen terms has been a handsome 31% in 
the first half of the year, Singapore's re- 
turn has been higher at 37% and Bri- 
tain's, 42%. 

Andin the past two months, Wall 
Street has easily outperformed Tokyo, 
even after taking account of the gyra- 
tions of the US dollar. Meanwhile, the 
price/earnings ratio of US stocks is still, 
on average, less than a third that of Ja- 
panese equities. 


A’ Japanese institutions diversify out 
of domestic securities, foreign 
equities are taking a bigger slice of the 


still small by comparison with purchases 
of overseas bonds. The net purchase of 


foreign equities by Japanese overseas - 
was US$10 billion during the first half of : 


1987. 














sixth of overseas transactions by Japan- 
ese in 1986 to 20% in the first half of this 
year. 7 

As the number of local listings by 
foreign firms increases, turnover of 
| such stocks will no doubt also con- 


Two esce divested companies — 

Rupali Bank and Usmania Glass — were 
among the new listings last year. 

‘Under the terms of the divestment 
policy, the government continues to 
hold a controlling stake of 51% in the af- 
fected enterprises, with 1596 offered 
to employees and 34% to the public. 
According to the World Bank, the gov- 
ernment still owns about 40% of fixed 
industrial assets despite returning a 
large number of jute and textile mills to 
the private sector about three years ago. 


T rush into the market was also 
helped by non-government companies 
making public offerings sweetened with 
the promise of a quick 10-15% interim 
dividend. The result has been that the 
11 offerings in the 1987 financial year, 
involving shares worth Taka 220.8 mil- 
lion, were all oversubscribed. 

Brokers and the stock exchange au- 
thorities have, however, criticised the 
government practice of offering shares 
through the ICB in the form of a mutual 
fund, as well as reserving 20% of all new 
lic offerings for the corporation. 
y point out that of the more than 
egistered public limited com- 
‘Bangladesh only 88 are listed. 


, the Japanese Ministry of 
not recognise depository 


—— ÁÁ'à 


tinue to rise 








faster than transactions 


. abroad. 


For foreign companies seeking a 
listing in Japan, the attraction of tap- 
ping such a liquid market is enormous. 
In the past year, eight firms already 
quoted in Tokyo have made share offer- 
ings there, including Barclays Bank in 
May 1987 and BTR of Britain last 
October. 

Brokers say that a Tokyo quotation 
also promotes the sale of the listed 
firm’s products and even helps them re- 
cruit better graduates in Japan. 

The recent star performer has been 


| the Spanish telecoms supplier, Com- 





the lack of adequate funding. 


| pania Telefonica National. About 18 
| months after gaining a Tokyo quota- 
| tion, in June 1987, the utility was listed 


on the New York Stock Exchange, a 
move which required the company to 


r ; |i meet US accounting standards. The re- 
investible yen — though this amount is | 


sulting accounting changes had the ef- 
fect of doubling its net profits for the 
past year compared with those pre- 
viously stated. | 

Karino says Tokyo brokers sold 15 


| million Telefonica shares to Goldman 
Turnover of foreign equities not | 
quoted in Japan has also been rising - 
rapidly. It totalled Y 1.4 trillion in June, | 
69% higher than in January. But trading | 
on the foreign section of the TSE has | 
risen faster, from the equivalent of a- 


Sachs in New York in the following two 
months, while Nikko bought 30 million 
shares on the Madrid stockmarket. He 
says he made a profit through arbitrag- 
ing the difference in prices quoted on 
the three exchanges after taking ac- 
count of currency changes. One pes 
broker which is heavily involved in sell- 
ing overseas stocks in Tokyo says this 
form of arbitrage is still being carried 
cut on a small scale, but that will proba- 
bly not be the case for muchlonger. g 


can only go on expanding if more com- 
panies seek a listing. 

Foreign participation in the market 
is limited. Foreign nationals need the 
permission of the central bank to make | 
equity purchases in their own name and 
are subject to tight foreign-exchange 
controls. However, it is possible for 
foreigners to take positions in stocks 
using a local broker as an agent. 

Market expansion has also been hin- 
dered by the lack of institutional sup- 
port. Some banks and insurance com- 
panies have invested in the market but 
most brokers still have limited access to 
banking facilities. Market authorities 
have urged the government to arrange 
credit for members at a reduced interest 
rate of 12.5%, against a commercial 
rate of 16-18%. ICB investment-ac- 
count holders can obtain credit for up to 
75% of the total investment at 12.5%. 

Unless the exchange’s request for 
bank facilities is met, the government’s 
next round of divestment offerings may 
not receive the enthusiastic response 
hoped for. As it is, the value of shares 
traded has fallen from a peak of Taka 33.7 
million in April to Taka 19.7 million and 
Taka 15.7 million in May and June re- 
spectively because of political unrest and 


































he Hongkong and Shanghai Banking Corporation 


Incorporated in Hong Kong with limited liability S wt d | 











The Directors announce that the unaudited profit for the six months ended 30 June 1987 attributable to the shareholders ofthe © 
Bank was HK$1,412 million (1986: HK$1,197 million), an increase of J. 9 per cent. The profit was arrived at after providing for. 
taxation and after making transfers to inner reserves. Cn mper enc 


: The Directors have declared an interim dividend of HK30. 12 per share (1986: HK$0. il adjusted), resulting in an increase in. ~~ 
' distribution of 15.3 per cent. The dividend will be payable on 1 October 1987 to shareholders whose names are on the Register | 
».of Shareholders on 30. September 1987. It will be payable in cash, with a scrip alternative, in accordance with arrangements 
previously announced. : 





'onsolidated Profit Rand Loss Statement. 








Net profit of The Hong ong and Shanghai Banking 
- Corporation and its subsidiary companies - 








Share of net profits of associated companies 





Profit attributable to minority interest 3 














in subsidiary companies (14) Q3) 
Profit attributable to the shareholders of E 
| J 142 113 181 





Kr 2201 N. Balance brought forward | 
_» .(573) . ‘Transfer to Reserve Fund : Fm m 
































à ^0 09. Exchange adjustments - n . PS 2 
"x /....2,322 — Retained profits carried forward | 3,442 — 275 7 MA M 
: | HK$0.28 Earnings per share HK$0.32 £0.03 US$0.04.  — 
(adjusted) | . | | 
m HK$0.11 Dividend per share HK$0.12. . .— £0.01] 3 US$002... . 
w .. (adjusted) | A eau 
| nae DU ge 





E December 1986 








The Hongkong and Shanghai Banking Corporation 









a Chairman’ s Review ee 
-.. Economic conditions in Hong Kong during the first half were buoyant. On the Stock Market new highs wee tècordétiaüdi prope 
prices continued their upward trend. Loan demand improved and both domestic exports and re-exports recorded strong growt 
Unemployment: remained low and in many industries there is now a shortage of workers at all levels. There was unas increase 
in the rate of inflation and this i is a matter of some concern. 


Overseas most of the Bank’ ' traditional operations showed encouraging results. Earlier hopes ofa vaadóeti increase: in commodity 
prio were erealised and this had a beneficial effect upon most South East Asian economies. Economie conditionsi in the Middle 










| the misi Group profit figure in 1987. Sharhalderi v vil i 
lo ) ding ig shares: of Marine Midland not already i 






















At 30 June 1987 Directors and dira associates had the following beneficial i interests in the shares of the Bank and in the; s} ar 
of Cormon Stock of Marine Midland Banks, Inc. : B 
.COBlhine ... PANT 1,000 C W Newton | O 5,020 | p 
. DEConnolly = *- 200,000 | - J R Petty 541 En "MT : 
FR Frame | a 27,400 - 100 . W.Purves 73,149 .. .,., 4100 
RR Frederick 25,000 500 H Sohmen 434,382 . SO d 
JM Gray 08 o 26,663 - J J Swaine 528 E 
^DGJjaques |; 7 48,781 - JCC Tang 30,000 We Pu gt 

“SL Keswick ^^^ -— 6060 É G A Thompson : 15,900 

KSL o 1,531,560 - P J Wrangham 105,465. — eee ee 
H M P Miles 45 526 - i 


J R Petty and G.A Thompson have resigned and C G Blaine and Bi Wrangham have beenappointed Directors since 30 June 1987. : | j 
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Hongkong market a hard act to swallow 


€ THE Stock Exchange of Hongkong is 
finally coming around to the realisation 
that the market has moved beyond the 
dimensions of a ji fa syndicate. During 
the heyday of the numbers racket in 
Hongkong, before the game's operators 
were squeezed out of business by the 
official Mark Six lottery, ji fa runners 
would carry details of business con- 
tracted on edible rice-paper, enabling 
rapid ingestion in the event of interrup- 
tion by the law. 

Its relevance to the stock exchange is 
the clearing system employed in Hong- 
kong, a monumental paper chase re- 
quiring hordes of messen- 
gers, who fan out across the 
city delivering cheques and 
scrip, much of which is 
negotiable. Turnover in 
Hongkong IS soaring, and 
the daily average for August 
has been more than HK$2 
billion (US$256.4 million), 
more than 10 times the aver- 
age of HK$192 million a day 
in 1984. Total turnover for 
August is likely to ap- 
proach HK$40 billion, equi- 
valent to more than 83% 
of the HK $48 billion record- 
ed for the whole of 1984. 

Under these circumstances, the trad- 
itional clearance system is not only a 
logistical nightmare, with back-office 
staff commonly working through the 
night, but for the runners the paper 
mass presents a serious security risk. 

To the rescue will be Banking Com- 
missioner Robert Fell, who in a post- 
retirement career, now de rigeur for 
Hongkong civil servants, will oversee 
the introduction of an automated clear- 
ing system for the stock exchange. Ac- 
companying the new mechanics will be a 
revision of the territory’s settlement 
procedures, from the present 24-hour 
practice to a five-day rolling account, 
along the lines of New York. 

Fell is well up to the task, though 
Shroff, along with several major players 
in the Heep: ib market, wonders whe- 
ther the former London Stock Ex- 
change chief executive’s talents are best 
deployed in such a comparatively men- 
ial role. 

Fell is a market cognoscente of im- 
mense repute, whose stature is recog- 
nised in Hongkong, London and other 
major markets. Why not capitalise on 
these attributes in a manner that will 
yield benefits of far greater meaning 
than an admittedly necessary but, 
nonetheless, work-a-day mechanical 
solution to one specific problem? 

As an ambassador-at-large for 
Hongkong's financial sector, Fell could 


clear up some bizarre anomalies, 
LJ 








epitomised by the restrictions on mar- 
keting of Hongkong unit trusts in Bri- 
tain and elsewhere in Europe, and the 
apparently arbitrary constraints on in- 
ternational funds seeking entrance to 
the Hongkong market. The territory's 
positive non-interventionism (we inter- 
vene when it suits us) policy, as it 
applies to the markets, emphasises de- 
fence by spery- on compliance with 
the minutiae of the rules, but lacks any 
development vision. 

Singapore's monetary authorities 
seldom miss an opportunity to extoll the 
island republic's virtues, such as they 
may be, frequently to the 
point of direct comparison 
with Hongkong. While the 
territory would do well to 
avoid the practice of denig- 
rating its regional counter- 
parts, a Singapore predilec- 
tion that impresses nobody, 
Hongkong's financial mar- 
kets could only benefit from 
a subtle but deliberate sell- 
ing job, and who better 
qualified than Fell? 

e WHITHER the market? 
A question that can be appli- 
ed, with varying degrees of 
anxiety, throughout the world 
of equities. When will the Dow Jones in- 
dustrial average break through 3,000, is 
the Nikkei about to test new heights on 
the back of a weakening dollar and a fall- 
ing oil price, and is the FT index's de- 
cline reflecting a correction, consolida- 
tion or the beginning of the end of the 
bull market as we have come to know it? 

The question is no less pertinent to 
Hongkong, where opinions vary widely 
on the bull market's likely duration and 
reach. As the Hang Seng index is al- 
ready over-extending itself by most fun- 
damental yardsticks, at least those in 
vogue a year ago, instinct has become at 
least as important as cerebral analysis. 

A phenomenon already documented 
is the extent to which Hongkong 
families are diluting their holdings in 
listed companies under their control, 
with the intention either of diversifying 
some assets abroad or simply to take ad- 
vantage of attractive prices. Whether 
driven by political expediency or greed, 
this activity has led to a substantive 
change in the structure of share owner- 
ship in Hongkong, with a greater inci- 
dence of institutional ownership in sec- 
ond and third-line stocks than ever be- 
fore. 

Another, perhaps more precipitous, 
change has been taking place in recent 
months, and has been particularly evi- 
dent since the Hang Seng index broke 
through 3,000. It is the switch of stra- 
tegy by a number of long-term institu- 


tional bulls of the Hongkong market, 
which have begun to unwind their posi- 
tions, discreetly and carefully, transfer- 
ring a growing proportion of equity 
ownership to less professional hands. 

"Less professional" is descriptive 
rather than judgmental, and refers to 
the continuing flood of funds from small 
investors into the market, directly and 
through the unit-trust sector. Such hold- 
ers have different criteria to pension 
and provident funds, are more respon- 
sive to short-term influences, and have a 
far greater propensity to trade. As their 
collective power in the market grows, 
the prospects are for greater volatility 
and rapid movement. 

On the bright side, the shift of power 
in the market to the hands of flightier in- 
vestors, if history is any guide, could 
precipitate an explosive run-up in 
prices, punctuated by wild swings. More 
ominously, this phenomenon suggests 
the bull market is moving into maturity. 
Put another way, the end may not yet be 
in sight, but this could be the time to ex- 
change the satellite-assisted radar for a 
pair of powerful binoculars. 
€ A SHAKE-up is in the air at Hong- 
kong's Securities Commissioner's of- 
fice, according to signals emanating 
from the body's Exchange Square pre- 
mises. Word of Securities Commis- 
sioner and former solicitor-general 
Raymond Astin's impending departure 
is hardly news, but other changes at a 
senior level seem probable. 

Overwhelmed by the explosive 
equity boom in recent years, the reg- 
ulators have been unable to keep up 
with the flood of unit trust applications, 
while decisions on corporate man- 
oeuvres have raised eyebrows, and cir- 
cumstantial evidence, at least, of wide- 
spread but unchecked insider trading 
have all combined to detract from the 
esteem in which the Securities Commis- 
sioner's office has been held. 

A good start in re-establishing the 
regulatory body's credibility and au- 
thority would be an appointment to its 
helm of an established expert in the 
securities field, instead of treating the 
Securities Commissioner's function as 
just another move on the bureaucratic 
ladder, open to candidates from such ap- 
propriate backgrounds as Agriculture 
and Fisheries or the Royal Observatory. 

Securities is big business in Hong- 
kong, and in case the point has not been 
noticed, the Commissioner for Inland 
Revenue may be able to supply details 
of stamp-duty income this year. It 
should stretch at least to a€ompetent 
technocrat or two, a small price to pay if 
Hongkong really does want to avoid the 
crises and scandals of previous bull mar- 
kets. 
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Here, at the crossroads of 50 European cities, runs a local transit system noted for its speed — 


and reliability. It’s called Swissair, and unimpaired by red lights or stop signs, its highly E- 


modern equipment - all of which offers First, Business, and Economy Class - links Europe's 


most important business and cultural centers with a frequency that makes arranging connec- — 


tions as easy as possible. So, if you need to make a transfer, we recommend Switzerland, — 
at the heart of Europe, not to mention at the very center of Swissair’s extensive network — 
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Published Fortnightly ... 


, The Most Authoritative Newsletter Of Its Kind... 
Em ES We take great pleasure in introducing the JAPAN FINANCIAL 
mens p REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 


Eastern Economic Review, Asia's leading business/news 
magazine. | 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 
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Hanson Uniquely Qualified... 


Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
| frequent appearance of his articles in the Far Eastern Economic Review, 
‘inancial Times and The Times of London among other prestigious journals. 


der his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
ich can help you chart a safe course through the labyrinth of Japan's financial world and at the 

e time provide you with an unparallelled insight into the workings and thought process of the 
ypanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


Bankers, Brokers, Corporate Treasurers etc... 
1ether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 
abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
jan's financial, economic and industrial well 
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Success in small packages 


Some joint ventures in China are in the black 


By Ellen Salem in Hongkong 
^» the past two years it has become 
axiomatic that most Western equity 
investments in China are operating in 
the red. But despite the weight of con- 
ventional wisdom, approximately 
US$1.4 billion was committed to joint 
ventures in 1986. More importantly, 
however, by adopting a short-term, 
pragmatic approach that discounts the 
mythical market of 1 billion eager con- 
sumers, a minority of Western investors 
have reported profits in foreign-ex- 
change earnings in 1986 and 1987. 

Since China opened to the outside 
world in 1979, Hongkong firms have ac- 
counted for the lion’s share of foreign- 
rier joint ventures. Of the roughly 
3,210 joint ventures either approved or 
in operation at the end of 1986, approxi- 
mately 80% had Hongkong partners. 
The amount of investment per venture 
is, on the average, about half of that 
committed by Japanese and Western 
joint-venture partners. Hongkong firms 
tend to utilise China as a source of chea 
labour to produce for export while all 
but pon the China market itself. 

is approach is now beginning to 
surface among Western firms which 
judge their existing manufacturing joint 
venture sufficiently successful — in 
terms of foreign-exchange earnings and 
ease of operation — to seriously con- 
sider a second joint venture. Several 
analysts of Western investment in man- 
ufacturing joint ventures, who had pre- 
viously viewed such investments as los- 
ing propositions, are coming to the con- 
clusion that small can be beautiful. 

Firm data on the success stories of 
Western joint ventures in China is hard 
to come by for three main reasons. 

First, they represent a very small 

oportion of the joint ventures estab- 
ished since 1979, With the exception of 
the US, non-Asian countries have been 
slow to take advantage of Peking's in- 
vitation to invest in joint ventures 
situated in China. 


Second; Western — and indeed all | 


investment — in Chinese joint ventures 
proceeded at a snail's pace until 1984. 
Of the total joint ventures now in place, 


about 9095 were formed in the past four | 


years, with the majority beginning oper- 
ation in 1985 or 1986. Many of these 
Western firms, which analysts believe 
may ultimately show a foreign-ex- 
change profit, are still working out the 
kinks in their operations and are reluc- 
tant to air problems lest their hosts 
should take offence. 

Third, many successful Western 
joint-venture partners are loath to 
speak openly of their success for fear of 
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being milked by local authorities which, 
despite corrective foreign-investment 
regulations released last October 
(REVIEW, 23 Oct. '86), are still prone 
to extract additional non-contracted 
levies for items such as land, power, and 
water usage or labour. 

Despite the small sampling of suc- 
cessful manufacturing ventures, a pro- 
file is beginning to emerge on profitable 
partnerships in that sector. More often 
than not, investments are small; fre- 
quently less than US$2 million. But what- 
ever the capital outlay, senior-level 
management has backed up its commit- 
ment to the venture with a tandem ap- 
proach every inch of the way, from 
exploratory meetings to courtesy calls 
once the plant is in full operation. 

In addition, the potential foreign 
partner has made it clear that he will 
withdraw from the negotiations or even 
abandon an operation if he feels that the 


Chinese side will not live up to the | 


major elements of the contract. This 
iron hand in the velvet glove approach is 
only possible, analysts and principals 
say, when the foreign investment is 
small enough so that its loss will not 
cause severe damage to the foreign part- 
ner's balance-sheet. 

Even if these preconditions are met, 
the crux of a profitable joint venture is 
that a source of foreign-exchange earn- 
ings must all but be assured prior to the 
signing of the agreement. 

Some Western joint ventures have 
chosen to follow the Hongkong lead by 
supplying raw materials for export pro- 
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cessing. The International Wool Co. in 
Zhangzhou, Fujian province, the first 
joint venture cutside Australia for Gen- 
eral Investments Australia, imports 
Australian wool tops and weaves the 
tops into worsted — a labour-intensive 
operation — for export to Australia and 
Britain where a market is assured 
(REVIEW, 13 Aug.). 

According to several analysts, a new 


trend is emerging. To secure a stream of 


foreign-exchange eam. IE ven- 
tures are beginning to produce high- 
value-added products for sale in China 
while manufacturing lower-quality 
products for export to third coun- 
tries. This strategy is dictated by 
the irrational cost structure within 
China which makes high-value-added 
items uncompetitive if sold on the 
global market. 

For example, Klasse Co. of New 
Zealand has set up a joint venture in 
Fuzhou which manufactures air com- 
pressors according to its own desi 
specifications. Klasse also supplies 
components. Of total production, 80% 
is sold on the Chinese market. In order 
to pay for the imported components and 
generate additional foreign exchange, 
the Fuzhou plant also manufactures 
motors which are sold in New Zealand 
and Papua New Guinea. 


Ar from the advantages of a 
smoothly run operation and an 
eager foreign and domestic market, one 
reason the operation is generating pro- 
fits is that buy-back price for the 
2,000 motors produced annually was 
settled at the beginning of the negotia- 
tions. 

Although some analysts are optimis- 
tic about the prospects for small joint 
ventures which follow the Hongkong 
example, others question whether the 
return on investment is worth the time 
and effort. Even finding a suitable joint- 
venture partner may take several years, 
while foreign-exchange profits are pre- 
sumed to be below the levels earned in 
similar ventures in other Asian develop- 
ing countries. 

But for most successful joint-venture 
partners, foreign-exchange profits are 
only one of several factors that led them 
to test their mettle in an environment 
known for its obstructionist regulations, 
bureaucratic interference, highiopelee 
ing costs, an ill-trained labour force and 
inadequate infrastructure. 

All believe China will play an in- 
creasingly dominant role in the econo- 
mics of the Pacific rim. One new entrant 
into the China market remarked that 
the best way to learn about a potential 
competitor was to play a role in its de- 
velopment. Others now initiating a 
longer-term strategy of expansion 
within Asia chose China because of per- 
ceived political stability vis-à-vis the 
Philippines, Taiwan, Sri Lanka or South 
Korea. But for most, a source of cheap 
labour has been a major inducement. fJ 
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Fleet Group sails into 








heavy weather 


By Nick Seaward in Kuala Lumpur 
leet Group, the investment arm of 
United Malays National Organisa- 
tion (Umno), the dominant political 
in Malaysia, appears to have 


aille in 
f oing through a financial crisis. 


And there is evidence that two state- 
owned agencies, the Urban Develop- 
ment Authority (UDA) and the Kuala 
Lumpur City Council, in the past have 
helped Fleet, and that UDA is now 
being asked to waive a compensation 
payment due to it from Fleet. 

There is also evidence that Fleet may 
have used some of its shares in publicly 
listed subsidiary New Straits Times 
Press (Malaysia) Bhd (NST) and listed 
associate Faber Merlin (Malaysia) to 


_ bypass foreign exchange-control regula- 


tions. These complex operations may 
have ended up with Fleet being unable 
to recover shares worth approximately 
M$6 million (US$4.36 million) from a 
company in Singapore. 

Attempts by the REVIEW to discuss 
these and other issues with Fleet direc- 
tors have been unsuccessful. However, 
word of problems is leaking to Umno 
membershi ip and demands are being 
made for those responsible to be held 
accountable. A dossier on the alleged 
activities of certain executives of a 
former Fleet subsidiary has already been 
given to Malaysia's Anti-Corruption 
Agency. So far, no action has been taken. 

The company, however, denied in a 
LE statement by its chairman, Datuk 

ohamed Desa  Pachi, allegations 
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made earlier in April that the group is in 
financial difficulty. These allegations 
were made in a letter to Prime Minister 
(and Umno president) Datuk Seri 
Mahathir Mohamad by one of his politi- 
cal opponents within Umno, former 
Umno supreme council member Datin 
Marina Yusoff. Marina claimed Fleet 
had outstanding borrowings of M$448 
million and was unable to meet interest 
payments of M$3 million a month. 

In an article in the New Straits Times 
on 23 April, Desa Pachi stated that the 
net worth of Fleet at market value was 
M$232 million, as at end-March 1987. 
This, he said, compared favourably with 
the net worth at market value of 
M$202.6 million in 1983, when Finance 
Minister Daim Zainuddin, as Umno trea- 
surer, took over control of the group 
from former finance minister Tengku 
Razaleigh Hamzah. 

On the basis of Desa Pachi's figures, 
then there has been an extraordinary 
turnaround in the group's fortunes since 
the filing of its latest annual results, 
for the year ended 31 August 1985. 

Those accounts were filed with the 
registrar of companies on the same date 
as Desa Pachi's statement — one day 
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before the vote in which Mahathir was 
challenged by Razaleigh for the presi- 
dency of Umno on 24 April. They re- 
vealed net current liabilities of M$217.6 
million and a loss for the year of M$32.7 
million. It was also stated that 
subsequent to the year end, the com- 
pany had continued to incur a “large 
operational loss.” 

The results were also qualified by the 
Fleet Group’s auditors, Arthur Ander- 
sen & Co., who stated that Fleet’s con- 
tinued operations were “dependent on 
the continued s pret of its holding 
company, Fleet Holdings Sdn Bhd." 
(Fleet Holdings is the holding company 
for the Fleet Group, which it owns 
100%.) It pointed out that shares in 
quoted and unquoted Fleet subsidiaries 
valued at M$178.4 million had been 
pledged with banks to secure loans for 
the holding company, while Fleet owed 
its holding company M$235.6 million. 


he reason for the improvement from 

such a dire position may stem from 
the use of market value in assessing 
Fleet's assets, instead of the cost-price 
method used in the published accounts. 
In the 1985 accounts, for instance, in- 
vestment in quoted shares was valued at 
cost of M$114.5 million, compared with 
a market value then of only M$74.4 mil- 
lion. From then until March 1987, the 
NST Industrial Index rose by more than 
30%, boosting the market value of 
Fleet's NST holdings (even after the re- 
duction of its stake to 50.3% ), to M$320 
million. It has since risen further. 

The surplus of assets over liabilities 
may also be partly explained by Fleet's 
extensive liquidation of some of its as- 
sets to raise cash. On 12 August, a pros- 
Fui was filed by Bank of Commerce, 

alaysia's 16th-largest locally incorpo- 
rated bank, which is 80%-owned by 
Fleet direct and 20% owned by its 
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tates Projects (UEP). From its incep- 
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of the Mala Chinese 
yakiri Multi- Purpose Holdings s 
In 1983, for instance, Daim, 
through one of his eco 
bought 33% of publicly listed UEP, a 
co which Peremba had held a 
33% stake since UEP's flotation in 
1981. UEP then went on to buy an 11% 
stake in Faber Merlin. Similarly, Fleet 
obtained a sizeable in 
Faber Merlin, from Daim, after Faber 
Merlin had bought several hundred 


lin then bought a hotel from UEP. 
Even after Daim to be- 
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pected to raise M$26 million through 
e sale of 14.6 million shares at M$1.80. 
- The Bank of Commerce listing is the 
| latest in a series of sales by Fleet of its 
'| assets to the public or publicly listed 
companies over the past year or so. 
These include: 
» The sale of the 2096 stake in Bank of 
Commerce to NST in March 1986, a 
transaction worth some M$23.2 million. 
» The sale of its 100% holding in Ame- 
rican Malavsian Insurance in March 
1986 to NST for some M$19.5 million. 
> The sale of a 10% stake in Sistem Tele- 
visyen Malaysia (STM), to NST in May 
1986, for some M$10 million. 
» The sale of 16.65 million NST shares, 
or 24.2%, to foreign institutional invest- 
ors in February 1987. The shares were 
sold at about M$7 each, for a total of 
about M$115million. 
» The sale of a further 20% in STM to 
publicly listed Malayan Cables in Feb- 
 ruary 1987, for some M$27.5 million. 
| This series of divestments has raised 








b ef thi sum was raised through 
s to cash-rich NST and according to 
j s latest annual report, a further 
M$75. 45 million has been raised by 
Fleet from NST in short-term advances. 
According to sources in Fleet, how- 
ever, the group needs more cash than 
that. The group will probably have to 
write off the M$6 million value of 5 mil- 
lion Faber Merlin and 50,000 NST 
shares, which have gone missing in Singa- 
pore. The scrip was part of a larger par- 
cel which was originally pledged through 
a front company, Daza, to a Singapore 
stockbroker as security for a loan. 
Recovery of the money will not be 
made easier by the fact that the transac- 
tion may have been in breach of ex- 
change controls. Under Malaysian law, 


owned subsidiary NST. Fleet i Is 


any remittance abroad Ke sums exceed- 
ing M$10,000 must be notified to and 
approved by Bank Negara (the central 
bank}. Fleet failed to do this. There is 
also evidence to suggest that Fleet con- 
sidered borrowing money from NST to 
buy NST shares, which would be in con- 
travention of Section 67 of the Com- 
panies Act. 

Fleet has also recently lost its deposit 
of M316 million on its investment in 
Peremba, a property company that be- 
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| Fleet will be able to persuade the gov- 





. M$55 million in net assets is indicated 


iar with Fleet's predicament told th 


| light — losing control of the bulk of th 












































came a wholly owned subsidiary à in 

tober 1985. Peremba was loss-mak 
and had a substantial debt burde 
had to be returned to the vendor, U 
in January or February this year w 
Fieet was unabie to pay the outstanding 
M$147 million of the MOI millior E 
purchase price. 2 


DA has already booked the Msi6 
million as profit so it is unlikely that - 








ernment agency to return the money. 
Negotiations are still continuing on. 
whether Fleet should be forced to hon- - 
our ope of the conditions of the. 
Peremba deal — that it should compen- 
sate UDA for any diminution in the. 
value of  Peremba during its 
stewardship. 5 

Estimates of the size of the diminu- 
tion vary from nothing to M$300 mil- 
lion, though most veer towards the 
higher figure. UDA officials declined to 
discuss the state of Peremba's accounts 
in detail, but from comparing 
Peremba's figures for 1984 — the k 
full year before its acquisition by Fle 
— with those as of September 1986. 
drop in total assets of M$320 million a 





Even without additional losses fro 
the Peremba purchase, a banker famil: 


REVIEW that the group will take alo 
time to be nursed back to health. Oi 
fear in Umno circles is that Fleet w 
have to divest itself still further to pi 
off additional debts which may come 


press. 

The Marine letter has already det 
onstrated the political sensitivity | 
such a possibility, but without a substa 
tial injection of new capital, or a favou 
able settlement with UDA, it is difficu 
to see how Fleet can avoid it. : 
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Homecoming after 


a rough journey 


n terms of shareholders’ funds, 

Peremba ranks with the largest prop- 
erty companies listed on the Kuala 
Lumpur Stock Exchange. Its projects 
range from a deluxe hotel in the capi- 
tal's prime “Golden Triangle" district to 
a low-cost residential development on 
the outskirts of the city. 

All its projects have one thing in 
common: they are all situated in or 
around Kuala Lumpur, stemming from 
the fact the Peremba was created from 
an amalgamation of various develop- 
ments being undertaken by the state- 
owned UDA, in 1979 when Daim 
Zainuddin came on the scene as chair- 
man. 

Under Daim's influence, Fleet be- 
came associated with a number of 
Peremba projects. On one occasion, for 
instance, a Peremba subsidiary awarded 
a construction contract on condition 
that the recipient form a joint venture 
with Fleet. It was a natural development 
of this process that in October 1985, 
Fleet should acquire Peremba and bring 
the network of crossholdings and com- 
mon directors under one roof. 

The group bought Peremba off the 
UDA for a total consideration of 
M$163.9 million, with 90% of the pur- 
chase price payable 12-15 months after 
the contract date. Fleet evidently took 
an optimistic view of Peremba’s poten- 
thal: its accounts for 1984 and 1985 show 
that on consolidation, it made losses of 
M$2.9 million and M$18.5 million re- 
spectively. With the property market 


taking a plunge shortly after the acquisi- 
tion, the modest losses became a tor- 
rent. 

Fleet has been unable to pay the 
UDA the outstanding balance of M$147 
million, and has therefore forfeited its 
downpayment of M$16.39 million. 
Sources say that the true position is even 
worse: under the terms of the sale-and- 
purchase agreement, Fleet agreed to 
reimburse the UDA for any diminution 
in the value of Peremba in the event 
of it being unable to complete the 
deal. 

This provision could break Fleet un- 
less UDA waives its rights, though in 
the political reality of Malaysia, it is un- 
likely that the UDA could take this 
step, leaving Malaysian taxpayers to 
foot the bill on behalf of the sharehold- 
ers of Fleet. 

In a meeting between the Peremba 
and Fleet boards on 25 
September 1986, it was 
stated that Peremba was 
"technically insolvent" and 
that all assets had been 
pledged out as collateral 
for loans. The meeting 
was told that Peremba 
had current liabilities 
and long-term loans total- 
ling | M$248.5 million, 
compared with share- 
holders' funds of M$259.3 
million. Not mentioned 
or included in these 
amounts were contingent 


3. Joint venture with Hong Kong Land and Hongkong Bank. 
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1. Joint venture with Shimizu Construction. — 2. Joint venture with Kuok Bros. 


4. Publicly listed. 

REVIEWDIAGRAM by Andy Tang 
liabilities and indemnities involving 
subsidiary companies which totalled 
M$333 million, according to the 1985 
accounts. 

Since then, additional charges have 
been recorded with the Registrar of 
Companies showing new loans totalling 
M$66 million, which are believed to 
have been used to restructure existing 
debt. It is also believed that the com- 
pany's 8% holding in Sime Darby was 
sold last October, raising about M$110 
million. This would have served to bring 
down long-term debt to about M$141 
million, covered by shareholders' funds 
totalling M$244 million. 

Crucial to the position of Peremba is 
its 28% stake in the ailing property 
giant, Landmarks Holdings. Until a few 
months ago, Landmarks was controlled 
by the Chong Kok Lim group of private 
companies, when its founder, Tan Sri 
Datuk Seri Chong Kok Lim and his 
three sons were forced off the board by 
creditor banks (REVIEW, 18 June). Re- 
cently, Landmarks announced a M$8.8 
million pre-tax operating loss for 1986 
and an extraordinary loss of M$99.6 


million. 
Speaking at the Land- 
marks annual general 


meeting on 13 August, 
managing director Hassan 
Abas revealed that a large 
portion of the Landmarks 
losses were due to provi- 
sions for amounts owing by 
10 other companies. Three 
of these, Hassan said, are 
related to the Chong em- 
pire: though he did not 
mention it, the other seven 
are also related to Chong. 
Accountants Peat, Mar- 
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wick and Mitchell are now conducting a 
management audit. Landmarks' chair- 
man, Tan Sri Ghazali Shafie, told share- 
holders that the board will try to recover 
the money. 

In the light of the problems at Land- 
marks, it is surprising that Fleet bought 
Peremba without really looking into 
what it was buying. Fleet even waived 
its right to warranties and indemnities 
from UDA in the event of Peremba or 
its subsidiaries turning out to have 
liabilities in excess of those listed in the 
sale-and-purchase agreement. 

According to sources in Fleet, it gave 
the waiver — which made a special audit 
unnecessary — because Fleet and 
Peremba had so many common direc- 
tors that Fleet knew the company inside 
out. Present and past directors of Fleet 
who have at one or more times been di- 
rectors of Peremba are Daim, Desa 
Pachi, Abdullah bin Mohamed Yusof 


and Tajuddin bin Ramli. 


t seems the decision on whether Fleet 

will have to reimburse UDA for 
the fall in the value of Peremba will 
depend on the outcome of a series 
of special briefings on the state of 
affairs at Peremba, which has been 
D over the i month by its new 

DA-appointed management to the 
minister with responsibility for UDA, 
Public Enterprises Minister Napsiah 
Omar. 

According to sources in UDA, Nap- 
siah has demanded to know what is 
going on in Peremba and to that end an 
audit of Peremba has recently been 
undertaken by accountants Arthur An- 
derson & Co. 

The report is being kept secret, but 
according to the sources, it reveals that 
"the rice has gone, the meat has gone; 
the chicken bones are left with some 
gravy." 

This view is supported by the content 
of the September 1986 meeting between 
the boards of Fleet and Peremba. De- 
spite the rescheduling of loans, servicing 
of interest was expected to be a strain on 
the cashflow of Peremba. Its sub- 
sidiaries owed M$110 million but in- 
come from them was either very low 
or non-existent. The construction divi- 
sion was expected to contribute only 
M$5 million in 1987 while its develop- 
ment division — including the Wangsa 
Maju new'town project — was in the red. 

The position was so bad that 
Peremba had to resort to raising cash by 
selling assets to other group companies. 
In this case it was the KUB building, 
which had to be acquired by Sistem 
Televisyen Malaysia (STM), even 
though STM had been hoping to 
acquire its own purpose-built head- 
quarters with sufficient space for 
its studiog The Peremba board also 
proposed to sell its 30% stake in 
the Hongkong Bank building in the 
capital to the Fiomakong and Shanghai 
Banking Corp. — Nick Seaward 
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A sense of mission — | 
and missing shares 


leet was formed initially with the 

main purpose of wresting control of 
the print media in Malaysia from the 
Chinese and from foreigners. In buying 
majority shares in the newspaper com- 
panies, Umno was merely following the 
lead of the People's Action Party in 
Singapore, which had decided from the 
outset that it was better to contro! the 
press from the bottom rather than relv 
on strict censorship from above. 

This sense of mission has stayed with 
Fleet to the present day, manifesting it- 
self in the acquisition of controlling 
stakes in the first commercial TV chan- 
nel, TV3, and, more recently, the re- 
maining 20% of NST that it did not own. 
Although Fleet did not need the re- 
maining 20% to exert control over NST, 
the mere fact that the minority stake 
was owned by a foreigner — Singapore 
Press Holdings (SPH) — was enough to 
make Fleet want to acquire it. The deal 
was done in a convoluted way which 
ended up probably costing Fleet M$6 
million or more. 

The story is complicated and 
stretches back to the purchase in 1972 of 
80% of the newly formed NST from its 
Singapore-based parent. The deal was 
struck for a consideration of S$30.8 mil- 
lion (US$14.6 miilion), or S$2.80 a 
share, by the founder of Fleet, 
Razaleigh. In 1983, it was subsequently 
decided to buy the remaining 4.6 million 
shares from SPH and Fleet director 
Wan Azmi Wan Hamzah negotiated the 

urchase for a total cost of S$67.9 mil- 
ion, or $$14.80 a share. Before the deal 
went through, NST announced a rights 
and bonus issue. 

The purchase was effected, on 
Fleet's behalf, through a company call- 
ed Daza, of which the directors at that 
time were Anwar Batcha and Halim 
Saad, who now runs United Engineers 
(Malaysia), an Umno-controlled com- 
pany. At the time of the sale, Daza was 
Daim's company — the name itself is an 
acronym of his own. In October 1984, 
Fleet bought Daza. 

The 1983 purchase of the NST shares 
was primarily financed by a Swiss franc 
loan from Union Bank of Switzerland, 
in Singapore, for the equivalent of S$62 
million. This loan was backed by a 
guarantee for the same amount pro- 
vided by Singapore's Overseas Union 
Bank (OUB). The OUB guarantee was 
secured by a pledge of the 4.6 million 
NST shares so acquired, a personal 
guarantee by Daim and a deposit of 
$$13.6 million with the bank. 

Subsequently, Daza/Fleet had to 
raise an additional M$10 million to take 
up its rights issue entitlement of 2.29 
million shares at M$4.50. This sum was 
borrowed from OUB, secured by 


another personal guarantee from Daim 
and second charges on the fixed deposit 
and the NST shares. 

The 10% downpayment for the first 
batch of shares was borrowed from a 
Singapore company called Overseas In- 
vestment Pte (OIP). OIP was owned 
and run by well-known wheeler-dealer 
Peh Kong Wan, who had been the go- 
between in Daim’s purchase in 1983 of 
Faber Merlin and was a long-time asso- 
ciate of Chang Ming Thien whose group 
had controlled Faber Merlin. 

The S$13.5 million fixed deposit with 
OUB was provided by Daza. The 
REVIEW understands the sum was 
raised from a stockbroking firm in 
Singapore — Kay Hian Securities, a 
firm run by Wee Ee Chao, the son of the 





chairman of United Overseas Bank, 
Wee Cho Yaw. The security given to 
Kay Hian was initially shares in a Daim- 
owned company called Baktimu, but 
when Fleet bought Daza these were 
substituted with 1.4 million NST and 5 
million Faber Merlin shares. 


With co und interest para» at 
the rate of 1.05% a month, the amount 
owing to Kay Hian had reached S$16.12 


million by 20 March 1985. 

Anxious to pay off the sum by buyi 
back its share contracts, Fleet rai 
S$10 million from internal resources 
and, in order to avoid exchange-control 
regulations, remitted the money to Kay 
Hian through the Kuala Lumpur-based 
stockbroking firm of G. P. urities, 
G. P. then passed on the money to the 
Singapore stockbroking firm of Ong & 
Co., which then passed it on to Kay 
as if it were part of a normal cross- 
Causeway share transaction. 

The REVIEW understands that Fleet 





d to borrow the remaining S$6 
million from NST in an inter-company 
loan, to unwind the remaining con- 
tracts. This would have entailed the 
purchase of the NST shares using NST 
funding, which would contravene 
Section 67 of the Companies Act, 
forbidding companies from lending 
money to be used for buying their own 
shares. 

However, it seems that at that stage 
Fleet was pre-empted from paying off 
the remainder. For, according to 
sources in Fleet, OIP arranged without 
Fleet's knowledge for a bank loan to 
make up the remainder of the amount 
owing to Kay Hian. The broker then un- 
wound the contracts — but without in- 
structions from Fleet, returning all the 
remaining shares to OIP. 

As far as Fleet was concerned, it had 
only paid off about two-thirds of the 
ioan. In line with Fleet's assumption 
that there was still an outstanding 
amount to pay, OIP gave Fleet a buyer 
contract with broker J. Ballas for 1.05 
million NST shares valued at S$8 mil- 
lion — an apparent interest rate of 32% 
a year, considering the sum originally 
borrowed was S$13.6 million and that 
Fleet had already paid off M$10 million. 


E: without this implied high rate 
of interest, Fleet should have been 
aware that something untoward was 
going on. For though it believed the 


an from Kay Hian had been partially 

aid off, none of the NST or Faber Mer- 
in shares lodged as collateral had been 
returned. Fleet did not im- 
mediately demand the return of any of 
its scrip remains unclear. 

At a top level meeting between 
Fleet, OIP and the Singapore brokers 
on 10 December 1985, it transpired that 
OIP had used the 5 million Faber Merlin 
and 900,000 of the NST shares as collat- 
eral for its own debts. Around S$38 mil- 
lion of these OIP debts had been incur- 
red in buying shares in Faber Merlin for 
another client, who had been unable to 
meet his obligations when the Faber 
Merlin share ac collapsed. 

At the 10 December meeting, an 
agreement was hammered out for the 
chent to make a partial settlement with 
OIP, which would then have enabled 
Fleet to get its hands on its own shares. 
It appears from this agreement that 
Fleet had by that time unwound the re- 
maining Ballas contract. 

More than a year later, in February 
1987, OIP wrote to Fleet informing it 
that it had released 5 million Faber Mer- 
lin and 50,000 NST shares to a Kuala 
Lumpur-based stockbroker, who had 
collected them on Fleet's behalf. How- 
ever, not only was there no such ar- 
rangement between Fleet and the Kuala 
Lumpur-based broker, but the shares 
tailed to materialise as well. According 
to the Fleet sources, the shares are still 
missing. Their market value is about 
M$6 million. — Nick 
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Peremba offshoot 


feels the bite 


T lax management style which 
occasionally affected Fleet and 
Peremba showed up in their involve- 
ment in PGK Sdn Bhd, a 50-50 joint 
venture between Peremba and Dewan 
Bandaraya Kuala Lumpur (DBKL), the 
capital's city council. 

PGK was set up in 1982 as Projek 
Genting Kelang to develop 400 acres of 
low-cost and 600 acres of medium-cost 
housing on the outskirts of Kuala Lum- 

ur. 
i The project, Wangsa Maju New 
Town, was to be a self-contained com- 
munity of 100,000 people by the time it 
was completed in 1993. Unfortunately 
the project has fallen several years be- 
hind schedule. The company has been 
forced to restructure its loans after pro- 
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jecting a cumulative negative cashflow 
of M$45 million by the end of this year. 
It now expects to incur a loss of M$16 
million on the project. 

Despite this anticipated shortfall of 
funds, a cash-strapped Peremba tried 
to use its 50% subsidiary as a source of 
funds towards the end of last year by 
seeking an advance of M$20 million. 
The advance was vetoed by DBKL's 
treasurer, Jafri Hairan, on the grounds 
that PGK would have to draw the 
funds from a M$75 million revolving 
loan that DBKL had raised on PGK's 
behalf from Japan's Dai-Ichi Kangyo 
Bank. 

Jafri pointed out to PGK's senior 
management that it would be inappro- 
priate for PGK to make such an unsec- 


ured advance at a time when it was al- 
ready seeking additional bridging fi- 
nance for its own needs. Beyond that, 
the advance to Peremba would in es- 
sence be coming from the publicly 
owned DBKL, which was keeping PGK 
afloat, and the city council was not em- 
p to make loans to outside 
odies. 

Jafri also noted that under the terms 
of its memorandum of association, PGK 
did not have the power to make loans. 
None of these objections prevented a 
PGK board meeting on 6 March, 
chaired by the head of DBKL, Datuk 
Elyas Omar, from considering a pro 
sal to lend Peremba the maximum PGK 
could squeeze out of its own cashflow — 
M$3 million. In the event, a cashflow 

rojection presented to the board meet- 
ing indicated that the payment of the ad- 
vance had already gone through in Feb- 
ruary. 

Peremba seems to have used PGK 
habitually as a cash-cow. It charged 
PGK 12% interest on the whole of its 
M$65 million shareholder's loan, even 
though the first M$20 million was sup- 
posed to be interest free, according to 
documents supplied to banks in support 
of a bridging loan for PGK. 

It also charged PGK a hefty 2.576 
management fee on the total estimated 
construction cost of the whole project 
— including sections which had not yet 
been started. According to PGK man- 
agement estimates, by the end of 1985 it 
had been overcharged M$3.7 million in 
management fees and M$2.9 million in 
interest. Attempts to get Peremba to 
lower its bill accordingly were unsuc- 
cessful. 

In February 1986, Peremba asked 
that PGK urgently provide it with M$3 
million. This was not a repayment of 
the M$18.9 million still outstanding at 
that stage from the shareholders' loan 
as it was to carry 12.5% interest and 
was to be repaid to PGK as soon as 
one of Peremba's loans was disbursed. 
PGK had to break a M$3.2 million 
time deposit with Citibank to get the 
money. 

Only M$500,000 of the money was 
made over to Peremba directly — the 
remainder was remitted to the account 
of a third party, UBN Holdings, a 50%- 
owned subsidiary of Peremba. Under 
Malaysian law, this loan — from a com- 
pany which was not a licensed 
moneylender to an unrelated third party 
— appears to have been illegal. 

vidence of questionable practice 
appears throughout PGKgs manage- 
ment and operations. It includes con- 
flict of interest, such as the awarding by 
Peremba of a multi-million dollar letter 
of intent for the construction of 2,960 
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medium-cost flats by a French com- 
pany, SGE-C (Malaysia), on condition 
that the French company formed a 
70:30 joint venture with the Fleet 
"Group. A PGK board minute also com- 
plains of M$1.2 million inflation of 
Offshore payments claimed by the joint 
venture. 

Special projects manager (and later 
managing director) Mohamed Riza 
Haji Mohamed Ismail pushed through 
payments for work that he was told had 
not been done. Riza also took it upon 
himself to challenge efforts to save 
money for PGK on the grounds that a 
bumiputra contractor should not be 
asked to lower its offer price in negotia- 
tions. 


n June 1984, Riza wrote to Shimizu 

Peremba — a joint venture between 
Peremba and Japanese group Shimizu 
Construction which had been awarded a 
construction contract for a portion of 
the Wangsa Maju development — cas- 
tigating it for having bargained down a 

ice for parquet flooring offered by a 

miputra supplier, Cipta Niaga. 
“Somehow without our knowledge,” 
Riza wrote, “you manage [sic] to force 
we fe Niaga to bring down to M$15.05 a 
m? We feel this is not a good sign to help 
a bumiputra contractor to establish a 
business here." 

On another occasion, Riza was 
Beene oct his staff that a bill for 
M$394,000 submitted by a survey firm 
covered work that had not been under- 
taken. Soon afterwards he forwarded to 
his accounts department another bill 
from the firm for virtually the same job 
as previously but this time the sum had 
been reduced to M$272,000. Riza in- 
sisted that the the payment be process- 
ed, despite a long explanation from his 
own survey technical assistant as to how 
the bill had been inflated and how the 
work could not have been complet- 
E during the period claimed by the 


Riza's attitude to these excesses con- 
trasted with negotiations over the major 
construction contract between PGK 
and the French group, which foundered 
after more than a year of wrangling and 
initial expenditure by SGE-C of some 
M$6 million — for which PGK was li- 
able. It is not clear exactly why the deal 
with SGE-C fell through, though al- 
leged “offshore costs” and inflated 
payments made by the joint venture 
outside Malaysia was one area of dis- 


pute. 
The failure of the SGE-C contract 
t back the completion of two vital sec- 
ions of Wangsa Maju by more than two 
vears. This delay has put an intolerable 
strain on the company’s cashflow, has 
forced PGK to refinance a M$50 million 
equivalent foreign-currency loan from 
Dai-Ichi Kangyo and has contributed to 
the heavy loss Fleet Group has suffered 
through its association with Peremba. 
— Nick Seaward 
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Division and dilution 


Defections from India's major chamber of commerce 


By Lincoln Kaye in Bombay 
F cuding among the business commu- 
nity has left India with two evenly 
matched rival chambers of commerce at 
the national level. A breakaway faction 
of-the Federation of Indian Chambers 
of Commerce and Industry (FICCI) has 
joined a rival business lobby, the As- 
sociated Chambers of Commerce and 
Industry (Assocham). As a result, com- 
bined outlays by the two organisations 
will increase by nearly 60%, but the 
business lobby appears destined to ad- 
dress government with a far less cohe- 
rent voice. 

The rift could not have come at a 
worse time from the standpoint of be- 
leaguered business interests. Nation- 
wide drought seems bound to force a 
reallocation of planning het pase away 
from industry to agricultural develop- 
ment, and the cost of drought relief is 
expected to be met by increased tax 
levies on business. To boost its flagging 
political fortunes, the 
government of Prime 
Minister Rajiv Gandhi 
has embarked on a 
course of anti-capitalist 
populism. 

The FICCI defectors 
include most of India’s 
premier business houses, 
several prestigious trade 
associations and the ven- 
erable Indian Merchants’ 
Chamber (IMC) of Bom- 
bay. With their com- 
bined financial backing, 
Assocham’s yearly bud- 
get is expected to quad- 
ruple to nearly Rs 700 
million (US$53.44 mil- 
lion), making it about as financially 
strong as what is left of FICCI. 

The split in business ranks has been 
building up for more than five years, 
with Bombay industrialists accusing 
three trading families — the Birlas, 
Modis and Kotharis — of packing 
FICCT's voting rolls to corner influence 
in the organisation. The IMC pulled out 
nearly a year ago and has been flirting 
with Assocham ever since as an alterna- 
tive vehicle to project its interests at the 
national level. 

Assocham, for its part, has been in- 
trigued not only by the promise of a 
beefed-up bankroll, but also by the en- 
hanced influence to be gained by associ- 
ation with such names as the Tatas, 
Bajajs, Singhanias, Kirloskars, Mafat- 
lals, Mahindras, Dalmias, Jains and 
Chowgules. But, at the same time, the 
prospect of a merger with the IMC un- 
nerved many of Assocham's traditional 





constituents — professional managers 
in the service of multinational affiliates. 

Negotiations on merger terms took 
more than a year, yet the final revamp 
of em mek a vw a by 
in ike the first proposal table 
INC in August 1986. Underthe new rules, 
five “promoter members,” comprising 
IMC and four regional chambers, will 
each contribute Rs 300,000 a year and 
command three seats on the managing 
committee. Another 15 “patron mem- 
bers,” key industrialists nominated 
the promoters, will each contribute Ks 
300,000 and hold one managing-com- 
mittee seat apiece. And about 400 other 
members, divided roughly evenly be- 
tween companies and trade associa- 
tions, will collectively contribute Rs 2 
million and cast 36 managing-commit- 
tee votes. 

Among the “other members,” As- 
socham’s membership roll retains consi- 
derable overlap with that 
of FICCI. But Asso- 
cham’s top-heavy rep- 
resentational structure 
guarantees a stable ap- 
portionment of power 
among the IMC and the 
professional managers cf 
the other patron mem- 
bers. If the coalition 
holds, Assocham could 
make a strong claim to be 
the paramount body cf 
the Indian business com- 
munity. 

Assocham president 
M. K. Kumar has al- 
ready announced the or- 
ganisation's intention to 
enter into Joint Business Council (JBC) 
agreements with other countries' cham- 
bers of commerce. These foreign affilia- 
tions could bring about an early show- 
down between the two rival chambers, 
forcing New Delhi to take sides. Most 
of the JBC agreements are spin-ofts 
from government-to-government trade 
agreements, with official negotiators 
recommending to their foreign counter- 
parts which body should epror In- 
dian business. Currently, FICCI partici- 
pates in 36 JBCs, while Assocham is in 
only two. 

An implicit fillip to FICCT's battered 
prestige came in May, when Gandhi ac- 
dressed the organisation's Silver Jubilee 
convocation. At the same meeting, 
FICCI endorsed Gandhi'e economic 
liberalisation policies, but urged the 
government to *make haste slowly" in 
opening up India's sheltered industrial 
markets. u 
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There s only one sure way to prove your 
copier is reliable. 

Put it to work. Day after day. Week after week. 

Month ater month. 

At Ricoh, we do just that. All our medium- and high- 
speed copiers face tough survival tests that far surpass the 
treatment they'll receive in the office. 

For example, we ran a prototype FT7060 
Copier z4-hours a day for eight solid 
months, and ran off a whopping 
one millien copies in the process. 

Of course, a copier is à SO- 
phisticated piece of equipment. So 
we gave ours regular routine main- 
tenance, including a new drum every 
240,000 copies. 


RICOH COMPANY, LTD. 15-5, Minami-Aoyama 1-chome, Minato-ku, Tokyo 107, Japan 










out a break. 


Even so, our prototype did break down. But then, that 
was our purpose for testing it. It allowed us to identify 
weak components and modify them for improved relia- 
bility. And, of course, we've incorporated all these improve- 
ments in today’s FT7064. 

Building a copier tha’ works day after day, week after 
week, month after month is our commitment to you. 
Running of a million copies without giving 

our copier a break is one way we do it. 
Combe to think of it, it also makes it 
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Asia is home to more than half of mankind. Every day, 
vents are happening here that not only shape the re- 
ion's future but affect the entire world. The Asia 1987 
'earbook does more than cover these events — it com- 
iles, analyses and interprets them. No businessman 
an afford to ignore them. Nor can any professional or 
cholar or anyone who has dealings with Asia. Decide 
yr yourself whether any other single medium puts the 
'omic, social and political realities of Asia at your 
tips as does the Asia Yearbook. 





vin its 28th Edition 
Asia 1987 Yearbook, now in its 28th year, is bigger 
d more comprehensive than ever before. Matching 
apid pace of Asian development, it goes into great- 
‘detail, with greater insight — a book which everyone 
ho needs to know about Asia must have on the book- 





e Asia 1987 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
- involvement in Asia — but you will find familiar chapters 
. and features as well: a portrait of The Region, The 
_ Power Game, Population & Food, Development Banks, 

Asian Finance, Asian Investment, Commodities, 
. Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
. Pacific, Asian & Pacific Organisations, and a round-up 
. of the year's news stories. 


As in the past, the Asia 1987 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to papal, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
ieading public officials. The Asia 1987 Yearbook gives 
vou localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
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minus the mystery, 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1987 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 28 years) to keep the Asia 1987 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$195/US$24.95/£17/8$54.50/M$66.50 
Hard Cover: HK$225/US$28.95/£20/8$63.50/M$77 
For airmail delivery, please add: 
HK$55/US$7/£4.50/8$15.50/M$18.50 per copy. 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


FarFkasternEconomic 





Please rush me copy/copies of the Asia 1987 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Asia 1987 Yearbook (Soft Cover) 
Price: HK$195/U5$24.95/£17/8$54.50/M $66.50 each 


No. of copies L1 bysurface CC) byairmail* 
Asia 1987 Yearbook (Hard Cover) s 
Price: HK$225/08$2B.95/£20/8$63.50/M$77 each 
No. of copies C3 by surface 


*For airmail delivery, please add: 
HK$55/US$7/£4.50/8$15.50/M$18.50 per copy. 
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Stronger foundations 


Leighton Holdings seeks consolidation of its far-flung operations 


By Hamish MzDonald in Sydney 
ation-building is a risky and thank- 
less task in Australia if the experi- 

ence of the country’s major civil-eng- 

ineering and construction group, 

Leighton Holdings, is any guide. Rapid 

expansion and the capture of big con- 

tracts in beth domestic and overseas 
infrastructure has brought it losses and 
sharemarke: disapproval in recent times 

— a trough from which it is only just 

starting to climb. 

For 10 years or more, Leighton has 
been practsing what Canberra and 
most economic pundits have been 
preaching since the collapse of the Aus- 
tralian dollar a little over two years ago: 
taking its skills to foreign markets, par- 
ticularly in Southeast Asia and winning 
contract after contract including the 
Hongkong Light Rapid Transit 
(LRT) Line, a Malaysian hos- 
pital and Branei’s new airport. 

At home, Leighton seems 
to be involved in most of the 
larger construction projects: 
freeways, Gams, bridges, the 

-new Parliament House in Can- 
berra, cryogenic tanks for 
liquefied natural gas on the 

Northwest Shelf, Barrier Reef 

resorts, military bases, air- 

ports, water-supply systems, 
mines, railways, ports, hospi- 
tals, prisors and exposition 
sites. With the majority of its 

A$1.3 billion (US$915 million) 

revenue earned at home, 

Leighton is the biggest civil- 

engineering company in the 

country, with market share of 

about 12%. 

But lately, it has been more 

lory than profit. On all fronts, 
ighton has faced stiff price 
competition especially from the wide- 
ranging Japanese construction com- 
paces led ty Kumagai Gumi. Margins 
ave been shaved, and Leighton has 
been tempted to under-bid to a danger- 
ous extent at times. Low profits in Aus- 
tralia and Asia left Leighton vulnerable 
to losses in its US vehicle, Green Hold- 
ings. 

In its -985 year ined June), 

Leighton suffered a profit slump after a 
. previously admirable performance. 

This turned into an A$12.7 million loss 

in the 1986 year, from which Leighton 

has just recovered to report a meagre 

A$6.7 million net profit in the 1987 

year. Sharemolders have had to skip di- 

vidends in the past two years. 

Just as in Hongkong — where 
Leighton wants to back out of its A$22 
million contract to build a podium for 
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high-rise apartments over the Tuen 
Mun LRT depot, because it alleges the 
ground is not as strong as local au- 
thorities had reported — the company is 
looking towards its foundations before 
building any new business towers. 

A management reshuffle this Feb- 
ruary that followed the death of 
Leighton's chairman, the widely re- 
spected Sir William Pettingell, saw a 
mood of consolidation evict expan- 
sionism. Former construction chief 
Wallace King became meres direc- 
tor, replacing Stewart Wallis who 
moved up to executive chairman after 
13 years as chief executive. Where Wal- 
lis had diversified Leighton into ac- 
tivities only tenuously linked with con- 
struction, King is more inclined to keep 


UPS AND DOWNS 
OF LEIGHTON 


Net profit 


(AS million) 





REVIEWGRAPH »y Barry Lee 


the company “doing what it does best” 
and is busy shedding fringe operations. 
Founded in Melbourne in 1949 by an 
immigrant British builder, Stanley 
Leighton, the company grew steadily 
from a small private business, listing on 
the Melbourne Stock Exchange in 1962 
(though headquarters have since moved 
to Sydney). After expanding to all states 
from Victoria, the listed parent became 
Leighton Holdings in 1971, with the 
operating arm Leighton Contractors. 
at year it also opened an office in 
Indonesia, and later stationed represen- 





Emphasis on Asia: page 70 
The US experience: page 71 
Tokyo project: page 71 
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tatives in Malaysia, the Philippines, - 
Hongkong, Taiwan and Iran. i 
But early ir 1974, Leighton was hit | — 
by a severe liquidity squeeze from cost | 
inflation and high interest rates in Aus- — 
tralia. A rescue came from the major — 
life-assurance offices including the | 
AMP Society, which bought office | 
buildings from Leighton for cash. In |. 
what seems to de the Leighton pattern, | 
the previous managing director was | — 
moved up to chairman and the head of |. 
the Leighton Contractors arm, Wallis, | 
was promoted. The institutional bail-out |. 
was a sign of Leighton's high regard in | 
the Australian financial community, — 
confirmed by Pettingell's acceptance of | 
a board seat at that time and his move to | 
the chairmanship two years later. 1 
Wallis achieved steady profit growth | 
through the late 1970s, though his diver- — 
sification efforts yielded mixed results. | 
A push into household electric-equip- 4 
ment maker Kemtron was later aban- - 
doned, though investment in structural - 
engineers Multicon was recently com- | 
pleted with a 100% buy-out. The group | 
moved into mining, setting up explorer | 
Leighton Mining NL, and secur- . 
ing an east-coast coal deposit. - 
Neither of these were held. As 1 | 





it turned out, Leighton's chief - 
reward in the 1979-81 energy- | 
resources boom came from | 
constructing mines for other |. 
groups. $i | 
Leignton’s present. chief | 
shareholder, the West German | 
construction giant Hochtief AG, — k 
has been active in Australia | 
since the great Snowy Moun- | 
tains hydroelectric scheme in the 
1950s. Its path to Leightons be- | 
with a joint venture in the late | 
Os with Queensland-based | 
Thiess Contractors. In 1981, | 
Hochtief and the Westfield pro- — 
ES group helped founder Sir | 
slie Thiess buy back the con- A ; 
tracting arm of his empire aftera . 
takeover two years earlier by | 
sugar and coal group CSR. 4j 
Thiess sold his 10% to : 
Westfield in 1982, leaving Thiess Con- | 
tractors owned 50:50 by Westfield | 
and Hochtief. In June 1983, Hochtief — 
bought out Westfield and then sold | 
Thiess to Leighton in return for a 40% — 
equity. To fit the stricter foreign-invest- - 
ment guidelines of the time, Hochtief |. 
agreed to a convenant that it be limited | 
to 25% of board seats and that its | 
voting rights not apply at share- / 
holders meetings on certain strategic 
questions. | 
The involvement has worked well for 
Leighton. Largely owned by a West | 
German power utility and various finan- |. 
cial institutions, Hochtief shows no sign | 
of trying to utilise current relaxed | 
foreign-investment rules to expand its | 
holding. It gives Leighton sole rights in | 
Asia and the Western Pacific, pro- | 
viding the Australian firm with its | - 
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ochtief has also provide crucial fi- 
ial backing. In 1985, Leighton was 
i TERT squeeze, as a result 
.in the US affiliate Green and 
f ustralian contract, for con- 
ction of the 872-m wide Burdekin 
Dam in North. Queensland. Leighton 
won this contract in late 1983, a year of 
"vere economic downturn in Australia, 
by sharply undercutting rivals with a bid 
of AS$46 million. Although Leighton 
_ blames unexpected river flows, ground 
- conditions and strikes for the losses, the 
_ bid is widely seen as unrealistically low. 
The final cost has not been revealed, but 
may be around A$80 million. 
-` To help Leighton cope, Hochtief an- 
nounced a massive cash injection in De- 
_cember 1985, taking up A$12 million in 
convertible notes and giving Leighton a 
loan of A$20 million subordinated to all 
Other deb: until the end of 1988 (and 
then not repayable if capital ratios 
would be seriously affected). Over the 
jast yan. Pocher has converted most 
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uk se, ? South Koea and focal Bime, 
sighton is one of the top engineering 


ig, vying with the Gammon group. In 


ie A$200. million in contracts in 
ngkong including A$90 million 
orth of work at the new polytechnic. 
|. One sign of Hongkong-based 
Leighton Asia's established position has 
been its decision to halt the A$22 mil- 
lion podium overbuild of the LRT depot 
at Tuen Mun, in Hongkong's New 
Territories, on which it had planned 
e construct 10, 44-level apartment 
blocks. It made this decision after the 
discovery of underground caverns, 
-which it says put the development at risk 
_of collapse. 
This may be disputed by the de- 
; veloper, the Kowloon Canton Railway 
. Corp., which has been taking legal ad- 
vice. But it might be said that a less 
scrupulous contractor, more desperate 
_for growth at all costs, might take the 
risk and nct air the problem it sees. 
7 Leighton’ s road 
egan in Indonesia when, like numer- 
s other. Australian investors, it 





j^ Asse and the US, as s the p | 


id construction operators in Hong- 


past year, Leighton has picked up- 


to Hongkong | 


moved in soon after the installation | 
of President Suharto's. New Order 
government. Initial. contracts includ- - 
ed a pharmaceutical. plant in: Jakarta . 


and part € of the constru uction of the cies has been of so 





Dam was finished i in December: ahead r 
of schedule, and some of past loss provi- . |. 
sions may be clawed back by negotià- | 


tion with the Queensland government 


on the grounds of changed specifica- 


tions during construction. A boom in of- 
fice and other non-residential building 
in Australia has allowed Leighton to 
build a portfolio of projects with higher 
margins. 

New managing director King has 
abandoned. plans to build up invest- 
ments that were. intended to pro- 
vide counter-cyclical income against 
downturns in construction. A divest- 
ment programme includes a hospital 
chain and a 1976 share in a Sydney 
amusement park. An alluvial gold mine 
in Queensland called Palmer River, 
which opened only in April and was to 
produce 6,000 oz a year, has been closed 
down and put up for sale. The sell-off 
will probably raise some A$10-15 mil- 
lion over the next year or so. 

Leighton is also shifting business ef- 


Freeport copper mine in lrian Jaya. 


By the mid-1970s, Indonesian opera- 
tions had lost profitability because of 


high local costs. Activity in Asia shifted 


northwards. Leighton built a road in 
Zamboanga del Sur for the Australian 
Development Assistarice Bureau. More 
recently it won an.A$60 million turnkey 
contract to build a hospital at Teluk 


. Intan.in Malaysia and an A$32 million 


contract for Brunei's new airport ter- 
minal. | | 

In Singapore, Leighton took a 50% 
interest, with Malaysia's Promet as 
equal partner, in IpcoMarine, a civil- 
and structural-engineering firm special- 
ising in port and marine installations. 
After a lean year to June 1987, with vir- 
tually no new work around, IpcoMarine 
has secured.a sizeable contract from the 
Malaysian Government for.a water-sup- 
ply system in Labuan. 

Its success in Hongkong has yet to 
bring Leighton any business in China, 
though it has tried for a port develop- 
ment at Zhuhai. 


epreciation of the Australian dol- 
lar works only to a limited extent in 


aAmproving the competitiveness of a con- 


tractor like Leighton. On the other 


hand, the high interest rates that have © 


been part of the adopted solution to 
Australia's weak balance of payments 
have been a great disadvantage when 


Leighton is ke ok against "con- | 
as Kumagai 


struction banks" 
Gumi. 


suc 


Help from official Australian agen- |» 
„use. Canberra's ; 


Apres woke 
| risky building-constructi 










es on - 
ate on the 
on sector and 
try to generate projects itself, such as 
hotels aimed at the fast-growing tourism 
market. Office and residential-property 
development will focus on Australia 
and to a lesser extent California. 





It will conce 









B ut for the.time being, work in hand 
stands at about A$1.3 billion, includ- 
ing the A$155 million Maritime office 
centre in Sydney, an A$212 million 
housing joint venture in Hongkong with 
Japan's Aoki group, continuing work 
on the Hongkong LRT, and a similar 
rail system for Kuala Lumpur. In addi- - 
tion, Leighton has management: con- 
tracts earning 2-5% on A$321 million | 
worth of projects, chiefly the ion 
ling Harbour redevelopment in S 

ney. Liquidity at 30 June was AD 
million in. cash. deposits and AS$60 
million in undrawn. credit, which 


. Export Finance. and Insurance Corp. 


(EFIC) did provide:soft credit for the 
Fiji Government some years ago for a 


| water-supply system built by degen 


and other Australian contractors. : 
For the A$240 million contract won | 
by Leighton and Melbourne's Tram- 


way Authority for the Tuen Mun LRT | 
system in Hongkong, EFIC provided an | |... 


interest make-up facility for a syndicate 
of Hongkong banks. Although never 


used because of a subsequent drop in 


Hongkong rates, this pledged interest- 
rate subsidy was one factor in the Aus- - 
tralian partnership winning the deal. - 

EFIC does not claim to do much 
more than neutralise the financing as- 
pect, so that Australian bidders can 
match the opposition. Leighton is pri- 
vately somewhat scathing about the 
time it has taken the Australian Gov- 
ernment to build up its trade-credit 
scheme. 

One recent decision which could 
benefit: Leighton, among others, has 
been Foreign Minister Bill Hayden's 
changes in aid policy, which. have 
watered down Canberra's notably purist 
separation of aid and commerce. EFIC 
can now put together soft-loan pack- - 
ages, mixing official aid with its own 
funds, for public-sector projects in de- 
veloping countries. Each aid dollar has 
a multiplier effect of about three in the. 
amount of soft loans it generates. From 
current allocation of aid, EFIC believes - 
it can offer a total of about A$450 mil- 
lion in soft credit. l 

Leighton has, meanwhile, ‘moved to 
team up with the opposition by forming 
a. joint-ventur . relatioaship with - 
Japan's Aoki Corp. in an A$212 million - 

ent in ÁHORREORE. : 














strongly, with Bain and Co. research di- 
rector Neale Goldston-Morris tipping 
an A$12.9 million net profit, equal to 
11.5 A cents a share, and dividends re- 
stored at 5 A cents. The share price has 
climbed up from last year's low of below 
50 A cents, and has touched A $1.15 this 
year. Recently it has hovered at A$1.05, 


declared sound. 

Profitability in Hongkong, however, 
came down to 2 zero contribution to 
pre-tax earnings in the 1987 year, as a 
result of losses on two or three large 
projects. With the Hongkong construc- 
tion sector now Fighly active, Leighton 
expects to be making a profit this year. 


directors have 






No jobs for the.boys 
on Tokyo project 


U nder stiff compettion in Asia and 
on its home grcund in Australia 


from tae expansion of Japanese con- 
struction companies. Leighton and 
other Australian engineers may have 
been denied a golden opportunity to se- 
cure a foothold in the nome base of their 
most dangerous rivals. 


a discount on net tangible asset backing 
of A$1.11 a share. 

The uncertain medium-term profit 
outlook is probably behind this, along 
with a belief that Leighton's weak capi- 
tal base will soon force a rights issue and 


The partnership with Aoki has enabled 
it to match Japanese groups in funding. 

Tax changes have impinged on 
Leighton's profitability, particularly the 
foreign-tax crecit scheme whereby 
foreign profits brought home are top- 


With the planned redevelopment of 


its embassy in Tokyo, financed by sell- 
ing off some of the grounds, Canberra 
has an opportunity to hand Australian 
civil emgineers a ntial show-case 
projectright in the heart of Tokyo, as its 
own trade promoters in the Austrade 
organisatio 


ped up to the 49% Australian level. This 
cost A$2.8 millioan in the 1987 financial 
year. The fr:nge-»enefits tax at 49% on 
perks given to stzff took another A$1.7 
million. But at such high Australian 
rates, the rest of the world is starting to 
look like a tax haven. Leighton is among 
many Australian companies looking at 
setting up an offshore holding company 


dilute earnings. Shareholders funds at 
end-June stood at about 28% of total as- 
sets (about A$150 million), including 
the A$20 million subordinated debt to 
Hochtief which can reasonably be 
treated as capital. Borrowings total 
about A$170 million, so that Leighton 
has a hefty interest bill. 

While agreeing that Leighton obvi- 


n A ri cut. 
Instead, berra has placed no re- 


quirement for Australian participation, 
and, in the eyes of the industry, appears 
actually to discourage it. Its specifica- 
tions require *a proven track record in 
major building construction in Tokyo" 
and selection of a Japanese architect of 
note te design a "sensitive" develop- 
ment. 


to domicile foreign profits. 

But with prof ts starting to flow this 
year from Hongkong and the US, Syd- 
ney stock analysts see profit recovering 


ouslv needs more equity capital, its gen- 
eral manager for treasury Graeme 
McOrist rules out any rights issue in the 
next 12 months or so. 








The project will see about one-third 


of the embassy grounds sold off, in- 
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cluding a centuries-old gar- 
den. An eariy 20th century 
mansion, used as the ambas- 
sador’s residence, will be re- 
placed and a mew chancery and 
an apartment block for embassy 
staff will be constructed. Left 
over from the sale, Canberra 
hopes, will be up to A$700 
million (US5494.7 million), 
which will heip Treasurer Paul 
Keating reduce his budget defi- 
at. 

Whether the sale can be 
completed by next July is dubi- 
ous, and even if it can it will be a 
one-off deficit reduction. Giv- 
ing way to the temptations of 
Japan's land-price spiral, espe- 
cially in selling a piece of his- 
tory, will no doubt lose Austra- 
lia more face than Keating can 
imagine. Japsnese authorities 
are also considering taxing the 
profit. 

Even with diplomatic pri- 
vilege, a foreign company com- 


ing in on its own to the Japanese con- 
structicn scene might be biting off more 
than it could chew. Of the 11 bids from 
Austra3an firms, eight involve joint 
ventures with local counterparts 
(Leighton with Aoki, its partner in 
Hongkeng). A further eight bids come 
from Japanese-only groups. 
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With a major political row certain in 


Canberra if no Australian firm is in- 
volved, Leighton and other bidders are 
on stromg ground in lobbying for Aus- 
tralian participation which would 





sence. 
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amount to more than just a token pre- 
—Hamish McDonald 
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: J apan has come under mounting pres- 
i. W sure recently to play a more positive 
| role in international relations — one 
1. that matches the economic power it now 
| wields. Much of that pressure is a direct 
| result of the country's massive trade 
i surplus and its destabilising effects on 
i the world economy. 

_ . Many proposals aimed at cutting the 
i surplus and easing the immediate prob- 
_ lem of trade friction have been put for- 
| ward. These include recycling the 
i surplus to developing countries, 
| through agencies like the World Bank, 
and Japanese Government support for 
private investment overseas. 

_ Tt is in this context that Japan has 
en urged to launch an aid programme 
developing countries modelled on | 
' US Marshall Plan of 1948 which en- 
led a devastated Europe to recover 
m the losses of World War II. 

n my opinion the success of any aid 
ı will depend not so much on Japan's 
sponse to immediate problems but on 


















































le for itself — in other words, whether | 





efactor. 
"he approach of the 40th anniver- 
f the US Marshall Plan provides a - 
y opportunity to gain some insight - 
to the present Japanese. position. on 
is question. 
First, it is important to dimember. 
at the offer of massive economic aid to 
war-devastated Europe was based on 
he belief that a rebuilt and prosperous - 
Western Europe was an essential. re- 
‘quirement of any strategy aimed at com- 
-batting the spread of communism and 
_ Soviet domination. 
_ This is not to deny that there were 
| elements of idealism, humanitarianism 
i and goodwill involved. Indeed, Winston _ 
|. Churchill called the plan one of the most 
| .unsordid acts in history. Clearly, the. 
_ eonduct of US foreign policy at the 
* time, such as the occupation of Japan, 
| was comparatively enlightened when 
| put in the context of the US' post-war 
; FTecord. . 
| v But it is doubtful whether the US 
| Congress would have approved spend- 
-ing US$13 billion over four years with- 
Out the political developments in 
F Greece and Turkey, the Truman Doc- 
 trine, and Soviet domination of Eastern 
Europe. 
== According to some estimates, an 
equivalent sum today after taking infla- 
tion into account would be about bue 























































lapan's ai programme - 
4 ;'omes under scrutiny - 


jether Tokyo wants to define a world | 
has the political will to bea global | 


Japan's hard-nosed capitalists are un- 
likely to part readily with their cash. 


guidance" 
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massive sum, nor is there e likely t to obe JT 













€ The success of an y aid plan 
will depend . . . on whether 


Japan has the political will to 
be a global benefactor? | 





one in the immediate future given that 


Tokyo faces a more complex political 
world and is not as self-confident as the 
US of the late 1940s, Much more likely 
is the kind of ad hoc overseas aid 
measures mentioned above which are a 
direct result of the growing politi- 
c: a iene on Japan to cut its trade 

us 

econdly, the Japanese surplus is a 
private-sector surplus created by the 
competitiveness of Japanese firms. But 
the Marshall Plan involved government 
or congressional budget appropriations. 
Now, if anything, the Japanese Govern- 


ment is in deficit and plagued with prob- . 
 lems, like the indebtedness of its na- 


tional railway company and the high 


cost of funding pension schemes. On 
top of that, few governments are gener- 


ous with. their money these days and 


T Japanese Government has al- 


ways maintained that developing- 


country demands for the transfer of 


technology should be a commercial 
matter. So it would be hard-pressed, 
even if it wanted to, to persuade Japan's 
businessmen to invest in politically un- 
stable areas where business dealitigs may 
not be conducted on a rational basis. To 
do so, the government would have to 
muster all its powers of ' ‘administrative 
if it were not to resort to 
legislation. 

Thirdly, in the-case of the Marshall 


. Plan there was à more obvious case of 


basic need. In addition to the resources 
required for reconstruction, the people 
of Europe needed food and clothing. If 
one reads the famous speech of George 
Marshall in Harvard University in 1947, 
he makes much of the fact that his policy 
was directed against hunger, poverty 
and chaos. 

Moreover, the target area was 
clearly defined, a Europe of 16 coun- 
tries with racial, cultural and other his- 
torical ties to the Us. 





' Lee Poh Ping i is a member of the 
Faculty of Economics and Admin- 
 istration at the University of 








| developing countries 


| only asa mighty economic power but 
_also as.a great r nation. E 


But fron the Jz apanese euo the 
are a vast, 
amorphous mass. For Tokyo the newly 


. industrialising coutitries (NICs) of Asia, 


like South Korea, Taiwan and Hong- 
kong, are quite different from the coun- 
tries of Asean and very different from 
the Subcontinent or Africa. The Japan- 
ese may perceive some cultural affinity 
to South Korea and Taiwan and recog- 
nise some very vague ties with Asean, 
but there is little that links them with 
Africa. | 

Clearly the problems faced by Asia's 
NICs and Africa are quite different. 
Asia's NICs are seen as potential com- 
petitors whereas Africa's starving ‘mil- 
lions offer a persuasive case for 
humanitarian aid. Japan has provided: 
aid to Africa but helping modernise Af- 
pn economies is a different kettle of 
is 

There is talk of billions of dollars of 
Japanese aid flowing into Latin 
America but there it is related more to | 
PLI the debt paced andi ane 


give re to a NiE ta a area it would 


undoubtedly face problems in fii 





ing | a 
the kind of administrative machinen EX 


y ; 
needed to manage the aid. At the time 


of the Marshall Plan, Europe had the - 
16-nation Organisation for European | 
Economic Cooperation (OEEC) which © 
overcame national rivalries and ensured . 
an equitable and efficient distribution of 
aid. This was no doubt made possible by 





the desperate plight of the countries 


and by the reasonably enlightened | na- 
tional reot es: in the organisa- 
tion. E 

There are many. “régiónál organisa- | 
tions in the developing world, such as. 
the South Asian A 





issociation for Re- 
gional Cooperation and Asean. But it 
remains to be seen whether these or- 
ganisations can perform the same role 
as the OEEC. 

All this is not to suggest that calls for . 
a Marshall Plan-type aid programme 
are an exercise in futility. On the con- 
trary, they should be stepped up in an 
effort to shift the focus of Japan's aid 
measures in this direction. 

In 1986 Japan had a surplus of 
close to US$100 billion. By the early 
1990s it is expected to be a net creditor 
of at least half a trillion dollars. Much 
of this surplus, however, is used to 
purchase US Treasury bonds and US 
and Japanese real estate, a. crying 
shame when many developing coun- 
tries are desperate for Hore in- 
vestment. 

If, despite these problems, Japan | 
rises to the occasion afd produces — 
an aid plan appropriate to the times, | 
then it will take its place in the world not -| 




















American Express Company [1] 


American Express' earnings achieved 
a first by exceeding $1 billion in 1986. 
Each of its operating units posted re- 
cord earnings and contributed to an 
overall 20 percent return on average 
equity from continuing operations, 
compared with 16 percent in 1985. [ts 
businesses include the charge card, 
Travelers Cheque, travel, data proces- 
sing, international banking, broker- 
age, investment banking, personal fi- 
nancial planning, life insurance and 
asset management industries. 





ANT Telecommunications 
rU ANT Nachrichtentechnik GmbH is 


one of the leading companies in. the 
telecommunications sector, with ac- 
tivities in multiplex systems, telecom- 
munication cable systems, microwave 
systems, space communications sys- 
tems, special communications systems 
and audio systems. We have about 
7,050 employees engaged in planning. 
developing, manufacturing and mar- 
keting telecommunications equipment 
and systems for both the home market 
and export. ANT recorded a turnover 
of some DM 1,256 million in fiscal 
1986. 


BASF is a major international chemi- 
cal company. Its trailblazing scientific 
and technological achievements, inte- 
grated production and intensive mar- 
keting have built a significant position 
for BASF in world markets. 

In 1985 the world economy was sub- 
stantially characterized by the drop in 
oil prices and the declining value of the 
dollar. Both factors put heavy pressure 
on chemical product prices. Although 
BASF sold higher volumes, sales re- 
ceded for the first time since 1975. In 
spite of these turbulences BASF had a 


good year in 1986, in keeping with the standard of the previous 
years' successes 


Bear Stearns ranks among the top 
U.S. investment banks in providing a 
full-range of services to its imterna- 
tional clients, 

In a period marked by considerable 
volatility and an uncertain environ- 
ment in the world financial markets 
Bear Stearns has achieved record 
growth. 

In its first full fiscal year as a public 
company earnings grew 31% to $173.1 
million with a return on average com- 
mon equity of 25% thereby enabling 


Bear Stearns to maintain its record of achieving one of the 
consistently highest returns on equity in the securities industry. 
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BFC- stands among the main French 
bank: in prov.ding to the internation- 
ally criented firms a full range of finan- 
cial facilities and services. Involved in 
corporate banking, BFCE counts 
amore its clients the vast majority of 
| the fms contributing to the French 
foreign trade. In 1986 its balance sheet 
reached US$36 billion. It operates 
branches in New York, London, Milan 
and Singapore and has a number of 
representative offices in key cities 
throughout the world. 





British Gas Le] 


British Gas is an integrated company 
concerned with all aspects of the gas 
suppby business. In addition to the pur- 
chase, transmission and sale of natural 
gas, t is active in appliance retailing 

- and eustomer service and also in the 

` exploration for and production of hy- 

- drocerbons both offshore and on- 
shore. These first annual results since 
being privatised in December 1986 
showed historical cost profit after tax 
of £896 million on a turnover of £7.6 
billiow. 


BRUNSWICK CORPORATION is the oldest independent lei- 
sure products company in the U.S.A. It has achieved four con- 
secutive years of record earninss and through the first half of this 
year had reported 18 consecutive quarters of record earnings. 
1987 sales were $1.72 billion and net earnings were $110.3 million 
or $1.32 per share. With the ad-itional sales from two major boat 
companies acquired late in 1986, the Company expects sales of 
about $3 billion in 1987. 


Cap Gemini Sogeti 


CAP GEMINI SOGETI, an indepen- 

dant zroup with 10,000 employees, is 

one of the leading DP service com- 

paniexin the world. In 1986, CAP GE- 

MINI SOGETI realized consolidated 

~ revemues of FF 2.9 billion (+ 32%), 

— withz N. O. P. of 6.6%. 

-~ CAP GEMINI SOGETT's leadership 

[—— 1s acknowledged in advanced software 

—— technologies such as: videotex, artifi- 

T cial :ntelligemce, the smart card 

_ software engineering, conversions, in- 
formation systems building, etc. 

















CGE [e] 


CGE, one of the world’s leading indus- 
trial concerns, produces the full range 
of equipment and systems for the 
energy and communications sectors. 
FINANCIAL HIGHLIGHTS 
in F. F. million 
1984 1985 1986 
CONSOLIDATED SALES 
62,109 71,942 80,903 
NET EARNINGS 
797 1,185 1,721 
CONSOLIDATED CASH FLOW 
2,775 3,515 4,469 
SALES OUTSIDE FRANCE 
25,016 26,628 29,060 





Compagnie du Midi [10] 


Compagnie du Midi is the holding 
company of a diversified group with 5 
different sectors: insurance, banking, 
real estate, industry, capital manage- 
ment and equity investments. 

With a consolidated net worth of 12 
billion FRF and a consolidated net 
profit in 1986 of more than 1 billion 
FRF, the Compagnie du Midi ranks 
within the leading companies of the 
Paris Bourse, by the size of its capitali- 
zation (22 billion FRF) and the volume 
of trading. 


F. P. Gann: Assets Ltd. 


F. P. Special Assets Ltd. is a public 
listed Hong Kong company specialis- 
ing in the acquisition of undervalued 
assets and special situations to create 
value for its shareholders. FPSAL is an 
active, deal-doing company whose 

. management concentrates on a small, 

- focused portfolio of property and com- 

* pany assets exploiting the gap between 
the market's perception of value and 
the asset's real value. 


pencemon Lann Dev. Co. Ltd. 12 


? The principal activities of Henderson 

Land Development Company Limited 

in Hong Kong include the develop- 

ment of properties for sale purpose, 

property investment and manage- 

ment, construction, mortgage financ- 

ing as well as operating and holding a 

2 majority interest in another publicly 

2 listed property company, Wing Tai 

? Development Company, Limited. In- 

vestments of the Group further in- 

clude owning significant shareholdings 

in two other publicly listed utility com- 

panies, namely, The Hong Kong and 

China Gas Company Limited and The Hong Kong and Yaumati 
Ferry Company Limited. ` 








ere Bank 


The Hongkong and Shanghai Banking 
» Corporation, with its subsidiaries and 
——- associates, ranks among the largest 
. and most strongly capitalised banking 
groups in the world. 
It has consolidated assets in excess of 
US$91 billion and more than 1,300 of- 
fices in 55 countries. 
The largest financial institution in its 
home market, Hong Kong, it has been 
a leading international bank in Asia 
for more than 120 years. It is also the 
parent of a number of prominent re- 
gional and international commercial 
banks, merchant banks, stockbrokers and other specialised 
financial institutions. 


Hong Kong Telephone 


= Hong Kong Telephone is a member of 
the Cable & Wireless Worldwide 
~~ Communications Group. The Com- 
pany and its subsidiaries operate and 
_ provide telecommunications and com- 
puter products and services. The total 
— profit attributable to the Company's 
y shareholders for the year 1986/87 was 
HK$937 million, an increase of 34.4% 

over last year. 


Hutchison Whampoa Ltd. 


HWL is one of Hong Kong's largest 
and most profitable corporations, 
holding a solid and diversified 
portfolio of leading companies in- 
volved in property development and 
management, import and export, re- 
tailing, quarrying, telecommunica- 
tions, container terminal operations, 
power generation and supply, oil and 
gas, and China trade. 

With net assets of US$1.25 billion, net 
profits in 1986 of US$280 million and a 
strong recurring cash flow, HWL is in 
t an excellent position to expand at 
home and abroad. The Group, through an associated company, 
also has a 43% interest in Canada's Husky Oil. 


IBI Asia (Holding) Ltd. 


IBI Asia (Holding) Limited is the 
Hong Kong listed holding company set 
up by the IBI Group to control com- 
panies undertaking International 
Wholesale and Merchant Banking, 
Commercial Retail Banking and Secu- 
rities Business in Asia, The Company 
obtained its listing in Hong Kong on 
15th October, 1985. 

At present, the Company's pen 
ers’ funds are approximately US$25 
million and approximately 2,200 mil- 
lion shares have been issued to date. 
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Lombard Insurance Group 









New World Development Co. Ltd. [1°] 


Å- r. 





Serving business, personal and com- 
mercial insurance needs for over 150 
years, Lombard Insurance Group is 


-~ the preeminent international insur- 


ance group based in South East Asia 
with direct offices and/or affiliates in 
Australia, China, Hong Kong, Korea, 
Japan, Malaysia, New Zealand, the 
Philippines, Singapore, Thailand and 
the United Kingdom. 

Today Lombard is a joint venture with 
an American parent (Continental Cor- 
poration of New York), a British tradi- 
tion (Jardine Matheson & Co. Ltd.) 
operating in an Asian market place. 


Cosmetics and pharmaceuticals. 


1986 Consolidated sales: 
18.13 billion FRF 


Chairman and C. E. O.: Charles Zviak 
VOREAL 


New World Development Company 


Ltd. and its subsidiaries rank among 
the top Hong Kong publicly-listed 


firms in terms of assets and market 


' capitalization, being very active in real 


estate and hotel investments. Espe- 
cially noteworthy is the new Hong 
Kong Covention and Exhibition 
Centre. Other principal activities of 
the New World Group include inter 
alia, property management, shipping. 
construction, piling and engineering, 
container freight station services, and 
hotel operations and management in 
Hong Kong, China and Canada. 


[20] 


NYNEX is a leader in the information 
and communications industry with as- 
sets of $21.8 billion and a telecom- 
munications heritage of more than 100 
years. From our base of New York 
Telephone and New England Tele- 
phone, we've expanded into business- 
es such as Information Systems, 
Software, Directory Publishing and 
Business Services. NYNEX. An inter- 
national family of companies and 


— leader in the Information Age. 





















SANOFI ranks among the leading European pharmaceutical 
manufacturers; it produces ethical and OTC drugs, diagnostics. 


It also is a manufacturer of gelstines, flavors and food additives, 
agro-veterinary products, perfumes and cosmetics. 


1986 sales: FF 12.4 billion of which 50% outside France. Sub- 
sidiaries in Tokyo, Manila, Taipei, Seoul, Hong Kong, Bangkok, 
Beijing. 











The Mosghéng & Shanghai Hotels [::] 























































Tak Wing Inv. (Holdings) Ltd. 


Tak Wing Investmen: (Holdings) Li- 
mites is a puolicly listed company in 
Hong Kong. With more than forty 
years experience in building and civil 
construction, Tak Wing Group today 
has civersified its activities into prop- 
erty investment anc development, 
building and c:vil engineering manage- 
ment contracting, building mainte- 
nance, and real estate agency and 


4 management services. Since 1984, the 


Group has gained substantial experi- 
ence m China, with projects in Beijing, 
Sh ai and Zhuhai. one of the Spe- 
cial Economic Zones. 





The Hongkong and Shanghai Hotels, 
Limited, a major property and hotel 
group in Hong Kong, owns substantial 
residential and commercial properties 


- in the Repulse Bay area and the Peak 


Tramway Company Limited incor- 
pora&ng St John's Building in Central 
and the Peak Tower complex. The 


" company also owns The Peninsula and 


The Sowloon Hotels which are man- 


— aged by its hotel management and 


marketing arm, The Peninsula Group. 

Othe- interests of the company include 
club management; food manufactur- 
ing; r*staurant operations; air catering 
serviees and laundry services. 


CORPORATE ANNUAL REPORTS: 


Ms Elaine Goodwin, General Sales Manager 

Far Eastern Economic Review, GPC Box 160, Hongkong 
Please send me without charge or obligation -he annual re- 
ports of the companies checked below. Thank you. 
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TECHNOLOGY — 


.| Shape of things to come 


New alloys have memories of their own 


, F| follows: an object is bent into the de- 
_| sired shape while in its malleable phase, 


By Bob Johnstone in Tokyo 
W hen is a spring not a spring? When 
it is made of shape-memory alloy. 
For the solution to this riddle, look in- 
side any of the 300,000 air conditioners 
made last year by Matsushita, Japan's 
biggest maker of household electrical 
goods. 
The air conditioners contain a tiny 
spring, made of a nickel-titanium alloy, 
nitinol, which controls a flap for direct- 
ing the air. Hot air blown over the 
spring causes it to return to a 
"memorised" shape, pulling the flap 
down: cool air results in the flap being 
pushed back up. The spring thus func- 
tions as both sensor and actuator, and 


is, therefore, not really a spring at all. 


The assembly, which is much more 
sensitive to temperature changes and is 


a third to a quarter of the cost of the 


| electromechanical parts it replaces, 
. | exploits what is known as the shape- 


memory effect. This depends on the 


| changes which take place in an alloy's 


_ erystal structure in response to tempera- 


ture fluctuations. It is similar to those 
which occur when steel is quenched in 
order to harden it. The effect works as 





en annealed to imprint the shape. If 
€ object is then deformed, it will re- 
gain its original memorised shape when 
heated. 

Matsushita's air conditioner is just 
one product of the explosion in applica- 
tions for shape-memory alloys which 


have occurred in Japan over the past |. 


three or four years. The Japanese are 
putting a lot of effort into making these 
alloys (originally developed in the US) a 
commercial success. In their en- 
thusiasm, they have been using it in 
everything from cars to bras. 

The shape-memory effect was first 
noticed in brass before World War II. In 
1962, William Buehler, working on new 
structural materials for the US Navy, 
stumbled on the discovery that an alloy 
of nickel and titanium also exhibited 
that effect. Today, at least 10 alloys are 
known to be capable of memorising 


pipes. 

uehler's discovery was used ini- 
tially to join the hydraulic-fluid lines in 
fighter aircraft. The alloy connections 
had the advantage of avoiding damage 
by welding and brazing. 

The manufacturer of the couplings 
was the US firm Raychem, which took 
out a patent in 1965 — in effect barring 
any applications of nitinol as a shape- 
memory alloy by other companies for 15 
years. But when Raychem's patent ex- 


pired, the Japanese rushed a host of 
a 
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nitinol-based products onto the market. 
At least 15 have surfaced since 1982, 
and dozens more are on the way. Avail- 
able products include shutters for 
microwave ovens, drive units for coffee 
percolators, portable fire alarms, and 
sensors which can detect overheating. 
Japan was in a position to exploit the 
technology because a number of Japan- 
ese academics had studied at the Uni- 
versity of Illinois, where much early 
work on shape-memory alloys was done. 
However, a key factor was the role of 
Furukawa Electric, a leading Japanese 
maker of non-ferrous metals which had 
independently started research on nic- 
kel-titanium alloys as early as 1963. 





Once it was free of the Raychem patent, 
Furukawa was able to provide samples 
of shape-memory alloy very quickly. 

Today, more than 90% of applica- 
tions of shape-memory alloy in Japan 
use nitinol and more than 90% of that is 
made by Furukawa. In addition to 
Furukawa, there are nine other com- 
panies making nitinol alloys, and three 
more making copper-based alloys. Last 
year, Furukawa and Raychem agreed to 
cooperate on developing and marketing 
new applications for nitinol. 


M atsushita's spring derives its two- 
way effect using a stainless steel 
"bias" spring. When the temperature 
rises, the nitinol spring reverts to its 
memorised shape, overcoming the re- 
sistance of the bias load. When it drops, 
the bias spring reasserts its power. Most 
Japanese industrial applications of 
shape-memory alloy depend on this 
simple — 

etting the balance between the two 
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says Ichizo Okata, manager of research 
and development at Kato Hatsujo, 
Japan’s largest precision spring-maker. 
Kato’s policy has been to demonstrate 
applications where nitinol can be used, 
even if the cost is high. 

Some 80% of the company’s pro- 
ducts are destined for the car industry, 
which Okata hopes will remain the 
biggest market for shape-memory 
springs in the future. Several products 
are under development, one of which — 
a grille which opens automatically when 
the engine overheats — has recently 
been installed in a Nissan car. 

Shape-memory alloys are also find- 
ing medical applications, in some cases 
simplifying surgery. For instance, a 
plate to knit fractured bones can be 
trained beforehand to adopt the re- 
quired shape when implanted. How- 
ever, legal problems have held up the 
progress of this research in Japan and 
the US. The result has been that China, 
unhindered by such restrictions, is now 
taking the lead in this field. 

China has pressed ahead with its own 
development of applications for shape- 
memory alloys, and last September it 
held an international symposium and 
exhibition on such alloys in Guilin. 

The application which has attracted 
most attention is a Japanese company’s 
use of shape-memory alloy as reinforce- 
ment in bras. Wacoal, which has already 
sold more than a million of these bras, 
claims nitinol, because of its elasticity, 
ensures a soft fit. Although it is a metal, 
it in fact behaves like rubber, says the 
company. Furukawa has used the alloy 
in spectacle frames, and in the US it has 
been used to straighten teeth. 

Such applications should enable 
nitinol manufacturers to increase pro- 
duction volume and lower the price of 
the alloy. At the moment, Furukawa 
produces just several hundred kg a 
month. A m of nitinol currently costs 
about * QUSS BU) — about the 
same as a kg of copper. 

"Cost is a big problem," says Okata, 
“if shape-memo alloy becomes 
cheaper, then applications will increase 
dramatically." 

One way of cutting the cost would be 
to produce alloys using cheaper metals, 
such as steel. Nippon Steel recently 
started shipping samples of an iron- 
manganese-silicon alloy which the com- 
pany believes could be applied in the 
construction industry to reinforce steel 
joints. 

Much research still remains to be 
done on shape-memory alloys. In the 
short term, extending the range of ap- 
plications for nitinol appears the best 
commercial bet, and in Japan the car in- 
dustry looks set to provide the biggest 
market. "The application will not be 
special, but the numbers will be huge," 
says one expert. Production at such 
levels should bring the price down by as 
much as two-thirds. Oo 
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3804 Pages — Hard Cover, liberally 
Hustrated wita charts and graphs fully mdered ... 


hat The Professionals Say: 


*A timely, interesting and thoughtful 
alvsis of Asian stockmarkets. Anthony 
wlev's book makes an important 
ntribution to understanding this dynamic 


M 


oben Hormats, Director, 
ddan Sachs International, New York. 


With this book Anthony Rowley, one of 
'8most experienced financial journalist 
sets a long-felt need for a definitive report 
Asian stock markets.” 

Mark Mobius, President, 

ernational Investment Trust Company, 

: Tei pet, 


oo A very readable and important book. 
Sécur ities markets are only now being 
“recognised as a principal source of domestic 
;, and foreign financing to help solve the 
"developing-country debt crisis and to renew 
“growth. Anthony Rowley deserves applause 
from the financial community for pr oducing 
Cone, not the first, book on this subject.” 

Co David Gill, Director, 

o Capiral Markets Department, International 
— Finance Corporation, Washington D.C. 
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ABOUT THE AUTHOR 


Anthony Rowley was Business Editor of 
the Hongkong-based Far Eastern Economic 
“Review from 1978 to 1986 during which 
time he travelled extensively in Asia and 
had the opportunity to study capital-mar- 
ket development in the region at first hand. 

c Before joining the Review, as Singapore 
Correspondent, in 1978 the author worked 
for ten years on The Times in London, 
where he wrote on finance and investment. 
ce His first book, “The Barons of European 
Industry,” was published in London by 
Croom Helm in 1973. The author is now 
‘based in London as the Review's Interna- 
‘tional Finance Editor. Anthony Rowley 
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by Anthony Rowley The following Stock Markets 


are covered: 





North Asia 
Japan, Taiwan, S. Korea 
Hong Kong, Thailand, Singapore, 
only | per Malaysia, Indonesia, Philippines 
CO Sub-Continent 7 
py India, Pakistan, Sri Lanka, 


We are pleased to announce the publication of ASIAN 
STOCKMARKETS: The Inside Story. 


Written and edited by Anthony Rowley, the Review's business editor, 
this long awaited and much needed book details the strengths, weak- 
nesses, and idiosyncracies of Asia's larger as well as lesser stock mar- 
kets. From the markets of Japan to Indonesia and from Hong Kong to 
the Indian Subcontinent, you get the inside story. Concise and com- 
prehensive, this book alerts you to the many investnient opportunities 
which exist, while at the same time informs you of where and why you 
should be cautious when dealing on some markets in Asia. 





Liberally illustrated with charts and graphs and fully indexed, you © ` 
will find ASIAN STOCKMARKETS: The Inside Story an invaluable 
guide to investing in Asia. 

Whether you are a professional investor or novice this book is must 
reading for you. Your small investment in ASIAN STOCKMARKETS: 

The Inside Story today, may well pay large dividends in the future by 
saving you time, energy and money. 


To order your copies of ASIAN STOCKMARKETS: The Inside Story 
simply complete the coupon below and send together with correct pay- 
ment to: 


To: Publications Division 
Far Eastern Economic Review Ltd., 
G.P.O. Box 160, Hong Kong 


ROSO3AS 


Please send ........... copy(s) of Asian Stockmarkets for which I enclose 
US$35 per copy. O For surface mail delivery add US$2, LJ for airmail 
delivery add US$6. L] American Express 


I prefer you charge my credit card (tick one):— LJ Diners Club 

[] MasterCard 

Card NO setae eee tener: VIO 

Exp. Date __ Ree ee Ne eee Peers E TEL DUE |) O eee een een ee ae nee enna cane l 
NE ae ec E CU E. | 
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Tough at the top 
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Sumitomo Bank president resigns but questions remain 


By Nigel Holloway in Tokyo 
T resignation of Koh Komatsu as 
president and chief executive of 
Sumitomo Bank, Japan's sharpest and 
most innovative financial institution, is 
thought to have been the result of grow- 
ing discord within the board about the 
bank's attempt to regain its position as 
the country's most profitable bank. 

The official reason for Komatsu's 
move to the position of deputy chair- 
man, after three years and nine months 
as president, is that he wished to assume 
a less taxing workload in order to 
improve his deteriorating eyesight. A 
company spokesman said Komatsu, an 
avid reader, requires a magnifving glass 
nowadays to peruse documents. But 
there have been persistent reports since 
the beginning of this year that he had 
fallen out with the chairman, Ichiro 
Isoda, over the bank's strategy. 

Unlike many Japanese in his posi- 
tion, Isoda is no mere figurehead. At 
Sumitomo, he has shared the biggest de- 
cisions with the president, says a com- 
pany spokesman, including the pur- 


eM e eub ie gae i 
lic, are being asked to stump 


^ d z3 7 > . 
-— ^ 


M s 
FAR EASTERN ECONOMIC REVIEW e 3 SEPTEMBER 1987.  — 


chase in March 1986 of 
Heiwa Sogo Bank, a scan- 
dal-ridden mutual loan 
and savings institution, 
and the decision five 
months later to pay 
US$500 million for a 
12.5% share of the profits 
of Goldman Sachs, the 
New York investment 
bank. Both moves have 
proven highly controver- 
sial. 

Many regard the 
Heiwa acquisition as an 
astute deal. It doubl- 
ed Sumitomo's Tokyo 
branch network to more 
than 200 and brought 
within reach a host of small borrowers 
who now look an increasingly attractive 
business prospect as large Japanese cor- 

rations reduce their reliance on 

ank debt. From this viewpoint, the 
price of ¥105 billion (US$738.4 million) 
seemed cheap, but Heiwa’s financial 
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position may have -urned out worse 
than Sumitomo had expected before the 
takeover, says one broker, a su 


billion “goodwill” price, which after 
taking securities sales into account led 
to an extraordinary loss of ¥55.1 billion. 

Above all, the merger 
cut Sumitomo's post-tax 


illion m the year ended 
March and toppled the 
bank from its vaunted po- 
sition as Japan's most 
profitable financial in- 
stitutior to fifth place (it 


Komatsu's stated aim was 


by March 1990. The 


achieve. 
To begin with, the pro- 


in Goldman Sachs’ profits 
seemed like the boldest 
Japanese move yet to buy into US in- 
vestment banking. Bet the seven condi- 
tions attached to the transaction by the 
US Federal Reserve make it seem con- 
siderably less imaginative. The Fed said 


that Sumitomo would not be allowed to — 


send trainees to Godman Sachs (“al- 
though Sumitomo reserves the right to 
seek relief from this condition under 
terms acceptable to the [Fed] board”), 
the two institutions could not increase 
the amount of business they do with 
each other and Sumitomo would not be 
allowed to acquire stock or have any 
representatives on Goldman Sachs’ 
board. 

The decisions ever Heiwa and 
Goldman Sachs seem to have come in 
for criticism within Sumitomo. Two 
deputy presidents were transferred to 
affiliates of the bank earlier this year. 
One, Hisao Aoki, was closely involved 
in the Heiwa takeover and the other, 
Ichiya Kumagai, in charge of interna- 
tional banking at the time, had helped in 
the negotiations with Goldman Sachs. 

Naturally enough, Sumitomo wants 


tion — 
denied by the bank. As of end-March, -. 
Sumitomo hac written off the full ¥105 — 


p by 29.9% to ¥57.4 © 


to restore Sumitomo to - 
the top of the league © 


aim may be harder to 


posal to purchase a stake — 






is in third place by assets). | 


to become “a truly giobal financial in- | 


stitution,” in the words of its 1986 an- 


nual report, but its overseas forays have © 


not all gone well. In its anxiety to gain 
the mandate for a US$400 million loan 
for Sweden just after the medium-term 


Euroyen market was opened to foreign 


borrowers in early 1985, it failed to con- 
sult other Japanese City banks fully 
enough and tne deal had to be aban- 
doned. Sumitomo's :nternational pro- 
fits last year were third-highest n the 
City banks at ¥83.2 billion, 8.3% 
higher than the previous 12 months. Its 
exposure to heavily mdebted develop- 
ing countries, ¥410 billion in outstand- 
ing loans as of end-March this year, 
was the second-highest of Japanese 
banks. oO 
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"B owered by exports and capi- 
tal investment, ra 
‘Korea’s GNP in the first half of 
this year advanced a sizzling 

_ 15.3%, outpacing even the most 
‘optimistic forecasts. Second- 
- quarter GNP grew 15% from ag 
wear earlier. 

GNP was up 12.5% in 1986 and plan- 
mers originally targeted an 8.5% growth 
tate for this year. Now even the worst- 
xase forecasts, which account for higher 
wages following the current strikes, pro- 
ect growth comfortably above 9%. 
Until the upsurge of labour disputes, 


ie Economic Planning Board (EPB 
he super-ministry that guides the econ- 
/, has stepped up warnings about re- 
inflation since this spring. The 
imer price index grew more than 
during the first half, close to the 
| 87 target of 396. | 
t of the year, EPB pre- 
dn July, South Korea's current- 
t surplus will nearly double from 
o US$S billion. The government 
tially said it would hold the surplus 
ider US$6 billion. The current-ac- 


n July, its highest monthly figure 
r. For the first seven months of the 
r the surplus was US$5.2 billion, five 
nes the US$1 billion recorded the first 
ven months of 1986. 
deavy capital spending, along with 
g exports of manufactured goods, 
lly autos and electronics, are 
g the rapid expansion. Capital 
'stment surged 21.5% in the second 
rter and manufacturing production 
ose 18.5%. Underpinning the expan- 
sion is a robust domestic-savings rate. 








Bodgainvile H30 June | Kina 17.47m 
Copper (US$19.1m) 















Y 31Mar. | -M$3.92m 


| (US$1.6m) © 
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fact, economic planners fretted that. 
e economy was growing too ant | 


surplus ballooned to US$1.12 bil- 











RS am) 
H30 June | A$160m 
(US$113.9m) 





The rate was 32.8% in 1986 and govern- 


ment officials say it may touch 34% this 
year. 

"The high savings rate, which relies in 
large ‘Patt on a low wage structure, may 
dwindle if the opposition wins the presi- 
dential election, tenatively set for the 
end of the year. An opposition victory 
would mean greater emphasis on-more 
equitable income distribution and less 
on capital accumulation. Such a shift, 
however; would stimulate domestic 
consumption. Yet domestic consump- 
tion will grow in any case, as.the govern- 
ment's announced commitment to in- 
creased social spending is implemented. 

The EPB has repeatedly said that its 
primary policy goal is to control liquid- 
ity growth and inflation. The govern- 
ment will have to keep tugging at M2 


money supply growth to meet its target | 
expansion rate of 18% for the year. To | 
soak up liquidity, Seoul is planning. | 
| more forced sales of monetary-stabilisa- 
| tion bonds to institutional investors. 


While government officials are wor- 


ried that the current wave of labour un- | 
rest poses a danger to the economy, - 
| they appear more concerned that a 


stronger labour movement will make it 
more difficult for them to control the 


economy than with the immediate effect | 
Officials do. agree, 


of the strikes. 
though, that the disruptions.could not 
have come at a more propitious time, 
since the economy is sizzling. | 
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1987. 


Profit decine was due mainly 1o reduced sales of| 
concentrates. Full year earnings will depend on metal 
prices and exchange rate movements. 
Pretax losses rose to M$3.95m. from M$2.65m the} 
previous year. ; 


Profit excludes exirdordinaryg gain of A$12. 6m, but includes | 
_ equity-accounted A$59.7 7m innetof associate. - kon | 
Profits are for 15 months following restructuring of| 
i) a ue PN from NZ$650m | 


The - higher wages, coupled with 
“the won appreciation’s dampening 
effect on exports, may secretly 
suit some economic planners. 
South Korea has been moving. 
away from  labour-intensive 
-low-wage industries, such as 
footwear, electronic assembly 
.and textiles. Part of this 
move has been deliberate, but 
it is partly forced by South 


Korean manufacturers’ increasing 
non-competitiveness on the world 
market. 


Subsidised “policy” loans totalled 
Won 10.9 trillion (US$13.5 billion) at 
the end of June, up 9.3% since the be- 
ginning of the year. Policy loans total 
more than a quarter of all bank loans and 
they are responsible in large part for the 
higher interest rates charged on unsub- 
sidised loans. The policy loans are also a 
major reason for the weak financial 
structure of South Korea's city banks 
and planners would like to keep the new 
loans at a minimum. But in an election 
year, there will be heavy pressure for 


cheap: money and other government 


help. Authorities have already prom- 


: ised tax breaks to business hit by labour 


strife. 

However, the higher labour costs 
and the won appreciation may make it 
easier for the government to resist pleas 


-for help — in the form of subsidised | .. 


credit or protection — from companies 
threatened with going out of business. 
Economic officials could, perhaps, say 


that they are helpless to aid businesses 


that have been hit by higher labour 
costs. oo 

. The chance that labour unrest will 
spiral out of control always remains. 


But for now it looks like South Korea's 


economy will still turn in one of the 
highest.growth rates in the world in 
— Mark Clifford 
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Profit-takers dominate trading 


THE Philippines led losers in the period to 24 Aug. as fresh unrest in the countryside and an increase in fuel 
price undermined sentiment. Most markets in the Asian region are entering consolidation phases. 


BANGKOK: The market continued to [7 


MANILA: Goid-miner Benguet's A 
shares plunged 23% to P90 (US$4.40) 
following disclosure of a profit over- 


statement by its major subsidiary for | 100 


the period 1982-86. The rest of the 
market withered in the face of protests 
against the mid-August increase in fuel 
prices and reports of major clashes 
with insurgents. Average daily turn- 
over fell to P178.9m on 1.37b shares. 


SINGAPORE: Trade subdued with 


volume dropping to one of its lowest | ^^ E 
levels for the year. A new share issue | & 
offered by Jurong Shipyard and Grand | ; 


Bank Holdings and rights issues by Ma- 
laysian companies drained liquidity. 


Shell fell 70 S cents (33 US cents) to | 8am 
$$6.95. Overseas Union Bank fell 50S | | 2 


cents to $$5.65. Daily volume aver- 
aged 31.72m shares, worth S$88.8m. 


KUALA LUMPUR: Sellers dominated [0 
tumbled in possi- | | 

bly the market's first correction since | 999r. | 
its rise sever months ago. Blue chips | 4sm 


the market and 


suffered on profit-taking. Fraser & 


Neave dropped 90 M cents (36 US |: 


cents) to M$15.50 and Malaysian Inter- 
national Shippi ng Corp. dropped 75 M 
cents to 

22.2m sharesa day, worth M$54.85m. 


HONGKONG: The market went into M 


consolidation. Adding to the selling | ^^ 


pressure were the US dollar's poe 
weakness, futures-related dealing an 


a restructuring at second-liners Hang | ,, 


Lung Development and Ap Can- 
TOR Hang Lung closed at HK$ 
U 


HK$7.9b for 2.4b shares traded. 


TOKYO: The renewed rise of the yen [p 
against the US dollar dominated trad- | 
ing. Electrical, precision machinery |? 


E — 


and car shares fell, while forecasts of 
higher profits in steel helped firms in 
that industry. Ajinomoto rose ¥100 
(70 US cents) to ¥3,620 and Sony lost 
*Y 300 to ¥4,980. Turnover was a fairl 
md 923.3m shares a day, wort 
¥902.8b. 


TAIPEI: Heavy, volatile trading on the a 
market brought both the weighted | 77 

pee index and trading volumes to new | 599 

ighs, as excess liquidity continued to | 2a 
pour into the market. Banking and |, 
plastics share performed particularly | _ 
well. Formosa Plastics rose 16% to | '^* 
NT$70.50 (US$2.30) while Nan Ya | 14 
Plastics rose 13% to NT$58. Daily | ey 


transactions averaged NT$15.05b. 
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. Volume averaged | RA 


16.20 1 - 
2.10), down 50 HK cents over the | Zio 
previous day. Turnover totalled [4s 











rise on a broad front. While other in- 
dustries slowed down, banking and ce- 


ment counters moved up with consi- y 


derable strength. Thai Insurance top- | , 
p the FERAIS, followed by Union | _ 
read and Datamat Major tosers in- | 


cluded Vidhayakom and TharGerman | 15 
Ceramic. Volume totalled 18.44m Į. 


shares, worth Baht 2.42b (US$93.7m). 


SEOUL: The market broke through [ 777 
the 500-point barrier followimg settle- | |, 
ment of the Hyunda: labour dispute, | * 


only to plummet on news that »sstriking 
Daewoo worker was killed bw police. | 


Korea Titanium rose 31.8%, and I : 


Korea Electronic Parts 30%. led the 


list of gainers. Average daily turnover | æ 
jumped 30% to Won 128.32b | gpl... 
(US$158.4m) for 10.59m shares traded. | — > 98 4 F * 


AUSTRALIA: Markets fell from record [ID 


levels on a combination of s worse- 
-payments fig- 


ures and unstable overseas steckmar- 199 
kets. Elders [XL anrounced plans to |4- 
abandon the floating of 2 of its | 


stake in BHP and list a new company in | 


Hongkong. Elders closed at A$5.62 E 
MOS ONDTFWANT TR 


(US$4). A total of 715m shares were 
traded, worth A$1.3b. 


NEW ZEALAND: The market re- 
treated slightly to catch its breath be- 


fore post-election bullishness drove it | 49 


above the year's high and within 120 | ; 


vm of the 3,912.93 points set on |... 
0 Nov. 1986. Brierley Investments | ^. 
went over NZ$5 (US$3) for the first | ™ 
time this year in heavy trading on 20 | 209 


Aug. Volume totalled 75.2m shares, 
worth NZ$162.3m. 


BOMBAY: Prices moved within a nar- [77777 
row range throughout the period. A | ^ 
star attraction was Bajaj Au which | $9; 
5b (U3$423.7» | wo 

150 on rumours of an im- |... 

nding bonus issue. Despite the be- | ^^ 
ated revival of monsoon weather in | 99 
parts of India, trading in fertiliser | a 
shares was dull. Reliance was firm | a 


rose ey to Rs 5,5 
from Rs 5, 


despite problems with rights issue. 


NEW YORK: Anxiety over a weaken- [2 ^ 


ing US dollar and sagging bond prices |" 
sent many traders to i 

tures-related sell programmes and pro- | 256 
fit-taking accounted for much of the P 
market's decline. Volume totalled | 
914.78m shares for the period. The 
Morgan Staniey Capital Intemational 


Index rose 10.7 points over the period | y 


ending 21 Aug. to 493 3. 
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MEE. 


1,571.00 
142.50 
2.518 
1.653 
17.50 
20.00 
2,106 
733.00 
27.10 
1.499 
30.33 
25.72 


1,132.00 
483. 775 


17. 123 . 
20.341 | 


‘US$=Rmb 3.722 
'HK$-- Rmb 0.476 
US$= Rouble 0.646 
US$ —Kip 35.00 
Vietnam. 


cob wi gat onl meneame Fon ani COST EU Tar 
Shanghai Banking 


Corp. for banknote selling rates when available on 


6.8125 
9.875 
3.625 
3.375 


3.875 
11.875 


12.01563 
9.8125 
6.25 

17.00 
3.6875 


2.35 
18.25 


8.00 
4.75 


6.9375. 
10.3125 
4.125 
3.8125 
3.9375 

11.875 


10.5625 
4.3125 
3.875 
4.25 





US$12.91b 
US$11.80b 


+USS1.91b 


-1.37 
—13.45 


Rs 1,465.11b(10) 


+1.09 
+3.0 


12.5 
12-13.5 


US$13.8b 
+120 
+37.0 


US$8 74b 
+10.0 
+45.0 


1981 = 100 


(1) MN SOOP (ONP in A (2) Spree (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 


(5) IMF definition of reserves minus gold except for Singapore 
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basis (7) fob (8) cif (9) Excluding petroleum products (10) ME 


+27.0 


1976=100 






















‘CONSULTANT/REGIONAL 
ANALYST 


* Our rapidly expanding firm has openings in Hong Kong 
and Singapore offices for young energetic profession- 
_ § als with experience in analyzing issues that impact in- 
4 ternational companies. The successful candidates are 
1 likely to have a strong background in macro-economic 
. 1 analysis and a firm grasp of the political, social, and 
_ operational issues in at least two Asian countries. 


_ Fluency in written and spoken English are a necessity, 
- and knowledge of an Asian language will be an advan- 
n tage. 

. The job requires: 

Formal presentations to senior client executives 
Regular written analysis of key issues 


Developing new client relationships 
Coc gem the work of field analysts in various 





















the right RS we offer a highly flexible and 
ative working environment and the long-term po- 
ential of partner status. Compensation is directly tied 
performance. á 









Please send resume (including compensation objec- 
tives) to: GPO Box 1342 Hong Kong. Include any 
nples ee ene ihe]op descupuoan: 


USINESS OPPORTUNITIES 
A SUPERIOR GARMENT 



























; ANY CONSULTANCY LIMITED 


Ow specialist consultants provide com- 
‘prehensive business ey services 
: (MN include: 


— Establishing contacts arid securing 
(;  (fnancing. 
^ Setting up business .. 





e arid 






in Taiwan; excellent relationships with 
focal makers and experience in buying 


all garments including sweaters; blou- 


os ses; shirts; trousers; skirts; lounge- 
Os idnearporation of companies wear and formal dresses etc. inquiries 
coe Company secretarial matters or further details, please contact: 

i Business services. T Herman & 


Associates Corp. 
— 7f-1No 698 Tun Hwa S Rd. Taipei 
Phone:7062306 Th: 15554 
Fax: 7067534 


Financial services, advice and plan- 


dp Taxation services & planning 
] - Bookkeeping and accounting ser- 
d. vices 

do- Services in respect of documentation 
of reinvoicing transactions and ship- 











HAWAII DEALERSHIP 









Dg conimenis Large established office and print- 
Hadas tierce ing products dealership available in 
Exécutive recruitment Hawaii. 1986 sales US$1.6-Million. 







Contact: ‘BOB CLARKE (Agent), 
P.O. Box 5022, Costa Mesa, Calif 
92626, U.S.A. 


. 758, Star House, 3 Salisbury Read, 
 Keowióon, Hong Kong. Tel: 3-7398298 
b Telex: 33055. COMCL HX Fax: 3-7398266 





. Do you want to reach 200,000 middie and 
| top level executives? 


For only US$328 you can in this space 
next week — but hurry! | 


pu tery King - 


| BUYING SERVICE IN TAIWAN | 





PROPERTY 


Superb invelumont Opportunities! 


AUSTRALIA 


Do you want the best investment property on the market? 


Own an AV Jennings display house and secure a sound : 
investment — together with a home to be proud of. 


Properties in many styles and locations are kept in top 


condition as 'showcases' for the AV Jennings range. 


No worries about maintenance; tenants; wear and tear; etc; 
discount of 10%-12% each year for up to three years, in addition to the high appreciation 


pius a guaranteed retum or 


on new properties. After this period, make it your home; rent it; or sell it and buy another 


~~ the choice is yours. 


Limited availability, so contact INTERSEARCH now for further information on Hong Kong 
5-295623, Fax 5-8656523, 1602 Admiralty Tower 2, Hong Kong. 


AVJennings 


INTERSEARCH 


Hampton & Sons the leading UK Estate Agents can assist you to buy, sell, let. 
manage and arrange finance for your UK house or flat. 


Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 


—à 


FIRST PACH, GES 


KRST [isim 


PACIFIC 


RANCHO MIRAGE, CALIF. 
Lovely 4500 sq ft home.on 


14th tee prestigious country . 


club; spectacular view of golf 
course and mountains; 3 bed- 


rooms; study; 31/2 baths; 24 x 
35 ft living/dini area; air- 
conditioned; 79 ft. enclosed 


lana; 2 garages; heated pool; 


18. grapefruit trees; lemon 


. and lime trees; US$745,000. 
_ Write to: 


aAa ae rnc: ttc: e ie Hát MF 


L. ROBERT PRIMOFF 
660 Madison Ave., New York, 
N.Y..10021, U.S.A. 
TELEX: 620177 





This space is reserved for 
Classified Advertisements 


International Classified Manager — 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 


GPO Box 160, Hongkong 
Tet: 5-293123 Telex: 62497 REVAD HX 





PUBLICATION 


231d Bloor Two Exchange Square, Hong Kong, 


 Bampten& Sons 


. G Arlington Street, London SWIA IRB Telex: 25341 





EDUCATION — 


French in France 
Eneps in = U. S. A. 


14104 LISIEUX Cedex 
Ph. : 31.31.22.01. 





NOTICES 


- Learn to speak French 
by total immersion. 
Try the effective, pleasant and ünique bb 
method with French participants in a resi- 
dential seven day course at Chateau de 
La Valouze, in the Dordogne, near Bor- 
deaux. We organise course at all levels ali 


the year round. Evaluate your level by ` 


headed us. 
24490 La Roche Chalais — France 


The Far Eastern Economic Review is now publi 
details by country and date everything that has a 


index is available on a quarterly basis.. Subscri 
index will be sent to you automatically as soon asit becomes available, A vital 


research tool, the Review index will save hours of needless searching 


shing a quarterly index which 
ed in the Review. The 
now and each quarterly 
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formation. ORDER YOURS TODAY! Only HK$230 (US$30) for 4 quarterly | 
issues. Just complete the coupon below and send with your paysyent. > 


GPO Box 160, 
Please 
oS ! enclose 


Name. » 


The Circulation Department, Fer Eastern Economic Review, . 
Hongkong. 


send my order for the Far Eastern Economic Review QUARTERLY 
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LETTER FROM ILI 





N° other part of China was more 
affected by the Sino-Soviet split in 


= the 1960s than the Ili Kazakh Autonom- 


ous Prefecture in western Xinjiang — a 
region bordering the Soviet Union. Oc- 
cupied during the 1870s by Tzarist Rus- 
sia, in a strategic playoff of the “Great 
Game," it took more than diplomatic 
treaties to remove its influence and in- 
terest in the region's vast natural re- 
sources. 

The nomadic Kazakhs — recognis- 
ing no international boundaries — had 
seen their vital pasturages nibbled away 
by both Russian and Chinese settlers. In 
l they revolted, establishing the 
East Turkestan Republic, while China 
was preoccupied with the anti-Japanese 
war. 

Nevertheless, seeking autonomy 
they had to settle for a semi-indepen- 
dent status under the Russian umbrella, 
for factionalism brought the Uighur, 
Saifudin, a member of the Soviet 
Union's Communist Party to power. On 
the eve of the founding of the People's 
Republic of China in 1949, Ili was virtu- 
ally a Soviet colony. 


Recognising realities, Mao Zedong || 


and Stalin conducted fraternal negoti- 


ations resulting in continued eco- |) 


nomic concessions to the Russians 
which continued until 1960. During this 
time the Chinese intensified Han occu- 
tion of the region — especially in the 
orm of the production-construction 
pe composed of demobilised Han 
soldiers — and purged members of the 
East Turkestan Republic (with the ex- 
ception of Saifudin, who was later to be- 
come chairman of the Xinjiang Uighur 
Autonomous Region). 

An already unsettled Kazakh popu- 
lation found further cause for dissatis- 
faction in the heavy-handed minorities 
policy of the communist party and the 
introduction, in 1958, of pastoral “peo- 
ple's communes" in the region. 

The withdrawal of Russian influence 
was instrumental in the mass exodus to 
the Soviet Union of more than 60,000 
Xazakhs and Uighurs in 1962. Today 
local officials in Yining, the prefectural 
capital, talk vaguely of “over 10,000 
people" having left. They say that those 
who registered their property and bank 
accounts with the authorities at the time 
of departure have the money and prop- 
erty returned to them — at the 1962 
value — if they come back for extended 
visits. These houses may then be sold by 
the owner, at the current market rate. 
In recent years some Rmb 2 million 
(US$540,000) from central, provincial, 
end county government coffers has 
been contributed for this purpose. 

The thaw in Sino-Soviet relations 
was quickly evident here, with the Ili 
river port of Korgas opening to border 
trade in 1984. Chinese exports amount 
to over Rmb 70 million annually in the 


form of minerals, foodstuffs, grain, 
wool, textiles and everyday necessities. 
Russian trucks from Soviet Kazakhstan 
disgorge cement, steel, glassware and 
refrigerators — much sought after at 
Rmb 800 each. Family reunions and vis- 
itors from Alma-Ata, only some 400 
km away, are increasing. The Chinese 
are constructing the Northern Xinjiang 
Railway from Urumqi through Ili to 
connect with the Soviet Turkestan-Sibe- 
rian Railway, which will eventually be 
an interesting international travellers' 
route. 

The total population of the Ili region 
is 1,610,000, with Hans constituting 
540,000, Uighurs 440,000 and Kazakhs 
360,000. Among the 13 indigenous 
minority peoples are Russians — or 
“Eluosi” — descendants of 18th century 
settlers. There are some 477 Russians 
left in the prefecture (many settled in 
Australia in the 1960s under the aus- 
pices of the UN High Commissioner for 


Y uli 
Hard bargaining in the Kashgarbazaar. "^^ 





Refugees and the World Council of 
Churches). A few still adhere to a strict 
Orthodox sect which forbids them to 
take employment, leading a self-suffi- 
cient farming existence. Others have in- 
termarried. In Yining there is a Russian 
church, graveyard and a small primary 
school which reopened in 1985. Re- 
cently a section of the Ili river has been 
reserved for the exclusive use of 
"Eluosi" fishermen. 


he shores of Lake Sailimu, 180 km 

north of Yining, are a summer pas- 
turage for yurt dwelling Kazakhs with 
their specialised herds of horses, sheep, 
cattle or camels. Every July more than 
3,000 gather here for a six-day nadam to 
compete in horse-racing, wrestling, and 
games of buzkashi. Three generations 
frequently stay in one felt yurt, living 
and eating very simply. 

The staple diet is butter, cheese and 
milk. Meat is a rarity, for a slaughtered 
animal is usually sold for cash. How- 
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ever, meals may be brightened by the 
addition of salted and smoked beef or 
horsemeat. Roast mutton is for very 
special occasions, and horsemeat sau- 
sages are the traditional favourite. 

Since 1985 private herds have be- 
come widespread and, annually, the 
average herding family will earn Rmb 
1,000-2,000. One couple with a small 
daughter earned only Rmb 50 a month 
watching over the pasturage, for with- 
out the support of a larger family 
group it is impossible to run a herd of 
animals. 

Although staunch Muslims, the Tur- 
kic-speaking Kazakhs are prefunctory 
in their prayers and practice. "Women 
work so hard they are like servants . . . 
few Kazakhs now have more than one 
wife but some of the cadres do," said a 
local official wrily. Kazakh names are 
simple and interesting for on the day fol- 
lowing a birth, the mother will leave the 
yurt and name the child after the first 
thing or thought which registers with 
her. 

Eighteen thousand Xibo minority 
constitute 22% of the population of 
the Cha-pu-cha-er Xibo Autonomous 
County. The Xibos originated in north- 
east China where most of them still re- 
main. In 1764, during Emperor Qian- 
long's Dzungarian campaigns, a grou 
of 1,600 soldiers along with their 
families made a remarkable year-long 
journey in small carts. Repeated peti- 
tions to return went unheeded by suc- 
cessive emperors. Today the 8th and 9th 
generation commemorate this journey 
annually. Uniquely they have preserved 
their language, script and culture 
(which has close affinities with that of 
the Manchus). It is worth noting that 
their northeastern branch has not. As 
recognition of the Xibo contribution to 
the opening up of this area agricultur- 
ally, they are given preferential treat- 
ment for university entrance. They 
excel in archery, and young athletes 
here represent China in the Olympics 
and other international meets. 

Yining, the prefectural capital, for- 
merly known as Kuldja, resembles an 
early provincial Russian town, though 
most of its handsome blue-and-white or 
yellow-and-white columned buildings 
date from the 1950s. At the post office, 
letter writers address envesopes and fill 
in customs forms for local residents in 
Arabic, Russian, Chinese and English 
— their customers faces as varied as the 
scripts they write. — Judy Bonavia 
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Royal Jordanian is soaring high with its 
| newly equipped fleet, ready tc fly you to any one of 
RSH, our 42 destinations worldwide 
+t When you're flying to and from the Middle 
Y y/ East, Far East, Europe or USA, we can give you the 


convenient conne-tion times you need, plus service 
and efficiency that are hard to beat. So take a 747 

or TriStar anywhere from Singapore to Los Angeles 
and relax in our new reclining sleeperettes, enjoyin 
our superb cuisine and the warmth of our traditiona 
hospitality. 

As part of our continued commitment to 
improvement ang modernisation, we've just added 
the new Airbus A210-300 to our fleet - just for you. 

Fly Royal Jordanian worldwide. You'll be 
sure of a warm weicome all over the world. 
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Corum watches are on view at the finest jewellers. For information: Tokyo: JAPAN TIME-ART CORPORATION, Tokyo Kintetsu Bldg., 19 Kanda- 
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Plaza, Tel. 2419420. Jakarta: LIBERTY WATCHES & JEWELLERY, G42 Ratu Plaza, Tel. 711998. 

y Corum, 2300 La Chaux-de-Fonds, Switzerland 
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Misplaced fears 


Ihe story With a little help from their 
friends [27 Aug.] states that “as a result 
(f the Soviet monopoly of India's RSS 
aunch market, Western countries have 
Jeen reluctant to share with ISRO any 
‘emote-sensing technology, because 
-hey do not want it to fall into East-bloc 
nands." 

In this connection I would like to 
tote that resolution of Soviet equip- 





ment installed in the Saluyt space sta- | 


nons is 6 m against the smallest resolu- 
tion of 30 m for the US equipment and 
Ü m of the French. Services for photo- 
sraphing the earth can be obtained 
through Soyuzkarta Foreign Trade As- 
ciation. 

Western fears about remote-sensing 
technology falling into Soviet hands are 
misplaced. The only possible utilisation 
of their RS technology seems to be in 
the Museum of Space Research in Star 
City near Moscow. So there must be 
some other reasons for Western 
reluctance to share technology with 
ISRO 

Having been in Indian space centres, 
I am convinced that Indians would wel- 
eome help from any source provided the 
terms are right and there are no political 








strings attached. So far the Soviet 
Union have been more forthcoming on 
these matters. Pavel Kourashvili 
Singapore Novosti Press Agency 


Spiteful cricket 


[ am not a resident of Hongkong and 
rightly should not comment on its af- 
fairs. But I cannot help observing the 
sudden interest the British Government 
has developed on the “rights” of the 
people of Hongkong. 

During all those years of its rule, it 
was inconceivable that the locals should 
ever be involved in policy/decision- 
making even though the results of such 
decisions directly affect them. In the 
civil service, it sufficed that the middle 
and lower ranks be staffed by locals but 
the upper reaches should be strictly a 
British domain. 

Now with the 1997 deadline drawing 
near, a sudden turnabout takes place 
and the British Government finds it im- 
perative that the locals should have a 
say in policy and decision-making: elec- 
tions are proposed, something which 
was unthinkable previously. 

The whole thing reeks of a spoiler 
and an analogy leaps to mind. Vindic- 
tive persons when asked to vacate a 





| 











house set about interfering with the 
plumbing, break some window panes, 
scratch the paintwork etc. just to make 
it uncomfortable for the people moving 
in. 

The British Government for all their 
public-school traditions are just spiteful 
brats. This can’t be cricket, can it? 
Johor Baru Ho Fee Ying 


Open to question 


In his review of Olivier Roy's penetrating 
study /slam and Resistance in Afghanis- 
tan (BOOKS. 6 Aug.], Ahmed Rashid 
makes some questionable assertions. 

First to what extent is the plight of 
Afghan women made “even more 
wretched under the Islamists” and to 
what extent determined by the deplora- 
ble conditions of their exile, that con- 
fines women who observe purdah (and 
did so long before the Soviet invasion) 
to the tents? 

Secondly, it is obvious why the resist- 
ance has failed to persuade people not 
to leave the country and to build self- 
sufficient liberated areas while provid- 
ing “modern agricultural training;” not 
that they are not trying. Constant aerial 
attacks directed at civilians, farms and 
livestock make agriculture in Afghanis- 
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Navigator. 
Your Financial Consultant's most 
important job is to understand 
where you want to go and how 

to chart your course. 


Asa serious international investor, Consultant, we give you access to 


it's reassuring to know that you 
have a partner who keeps abreast 
of investment opportunities 
virtually anywhere around 

the globe. 

It's your Merrill Lynch Financial 
Consultant, the person who 
becomes familiar with your objec- 
tives, and helps you fulfill them 
with all the resources of one of the 
largest, m@st experienced finan- 
cial institutions in the world. 

Through your Financial 


markets around the world, around 
the clock. We offer you the benefit 
of our top-ranked research team. 
And we provide you with a broad 
array of other services. 

You will also have the satisfac- 
tion of knowing that your Financial 
Consultant has been trained in a 
program that is widely regarded 
as the finest in the industry. 

Merrill Lynch Financial Consul- 
tants are ready now to help you 
move closer to your investment 





goals in eight offices in five 
courtries throughout Asia and the 
Far Fast. Call our office nearest 

you today. 

£ 1987 Merrill Lynch, Pierce, Fenner & Smith Inc. Member SIPC 
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The | Soviet séofehed-carth p 


arid land depends have been irrevoca- 
bly destroyed by bombardment. 
Thirdly, it is not from the distance of 
prosperous Peshawar that the visiting 
journalist can make any realistic assess- 
ment of the “poverty” of the Afghan 
mujahideen fighting inside the country. 
Finally, it remains open to question 
whether “the majority of Afghan ref- 
ugees” would in fact welcome the re- 
turn of ex-King Zahir Shah. Roy argues 
convincingly that there is little possibil- 


ity that the status quo ante will be suffi- 


ciently seductive to those resistance 
groups who have been the most effec- 
tive militarily. However, after 10 years 


of bloodshed, war-weary Afghans have. 


yet to hear a more realistic alternative. 


Los Angeles = Carlos Mavroleon. | 
Muslim oppression 


I was a little taken aback to *Oppress-- 


ed’s’ remarks. Is he saying that Mus- 
lims should not stand up for the rights of 


| the oppressed or is he saying they do not? | 
He should remember it was a Muslim | 
prime minister Tunku Abdul Rahman 





Putra AFHaj who moved to have South 


African ousted from the” ‘Common- 


wealth. 
‘Oppressed’ ‘obviously has not had 


| the chance to examine the facts about 
| Chad. It is important to note that south- | 
ern Chad has more in common. with 


northern Libya than the rest of Chad. 


|| The French left behind a puppet regime d 
| which oppressed the Muslims but after a 


civil war broke out Libya intervened to 


| | keep the peace. The French still have 
Geewa). || troops in Africa and this, together with 
{i the fact that their former colonies in Af- 

rica are still in the Franc zone, keeps | 
.them in a neocolonial situation. 


|t is indeed true that most of the 
world's oppressed today are Muslims. 
Eighty percent of the world's refugees 
are Muslims. Muslims are slaughtered 
by the security forces in India with im- 
purity, their homeland of Palestine has 
een taken over. The Eritrean, Ogadon 
and Omoro people have to suffer Ethio- 
pian colonialism. Muslims in the north 
of Kenya are oppressed. In Russia they 
are more oppressed than the other reli- 
gions; in Afghanistan 2076 of the popu- 


lation are refugees; in Patani, Southern. | 


Philippines and Burma the Muslims are 
oppressed; in Bulgaria they are killed 
for having Muslim names; in Yugoslavia 


their mosques are destroyed and Mus- | 
-lims are jailed, and in many other coun- 
tries there is discrimination apne and 


oppression of the Muslims. . 


‘Oppressed’ should also réalise. that ER Ev 
the Muslims are-oppressed in many so~ | Civil 
called Muslim countries which are ruled | passi: 
i by despotic feudal c of as regimes. | fice 


le 





olicy is 

specifically designed to drain the resist- | 
ance of sustenance and popular sup- 
port; “forced draft urbanisation” re- 
visited. Irrigation systems on which the - 






to base its policies on Islam. but 0 
national ideolcgy of Pancasila. 
‘Oppressed’ is most unfair wh 
says that non-Muslims are oppresse 
Malaysia, a country where most o 
wealth is in the hands of the non-Mus 
|. lims due to the situation created by the 
colonial regime. The affirmative actio! 
programmes of the government to er 
hance the position of the Muslims in 
_ their own nome ned do not iL ge th 
























— has in Malaysia. 
Kuala Lumpur ` H.J. Fadlullah Wilmot 


| Poles apart | 


As a Malaysian, 1 find your corres| ) 
dent Suhaini Aznam's report [REVI 
| y] sad reading. A university ke 
s said to have commente 
"the " hardline approach of the Chit 
nd Indian community leaders refl 
happening m the countr 
large." The same lecturer is reporte 
have lamented over the lack of 
I meshuarah spirit — that is, reac 
ensus through compromise. 
haini has merely stated the di 
thati is plaguing Malaysian society 
| — racial polarisatior. Neither she 
2cturer she quoted has venture 
| state the < cause cor the disease, 


























































| dispute over r the University of Ma 
ut on clectives in the 
studies dee 





H The problem should be loo ed al 
| the larger context of the govern 
socio-economic policies which have 
effect of progressively whittling 
the non-bumiputras' share of the cak 
— There is a distinct sense of frustra 
: tion among the younger generation i 
: non-bumiputras who feel that they are. 
. gradually being deprived of a place in. 
the suni in their own country. : 
21: cannot have consensus when a 
ne party wants is to take and the oth 
partes are asked to give! Is it any won 
der that the Chinese and Indian commu 
nity leaders are taking a hardline a 
proach? coe 
Batu Pahat, Johor ‘Third Generation 


| Vodka wisdom 
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| In GUEST TRAVELLER'S TALES | 
| Aug.| Murray Sayle recalls how, oy 
many vodkas, his friend Kim Philby a 
said iy foresaw Ps TEE d 
























r for the "Times, db: in? 
secrets to Moscow as a. kG 
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y the Nazi-Sovic 
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ffect on a logically thinking man's 
hoice? And the early days of the war, 
ith Britain ranged against fascist Ger- 
yany while Soviet Russia was rapidly 
sorbing the Baltic States and half. of 
oland — would not these events have 
nfluenced the idealist of the 1930s? Not 














. Soviet Gulag. 7 

-> But all this was irrelevant for Philby. 
. His treachery may have started with 
. idealism but once committed he made a 
-. big career of working for the Soviet 
- Government, rationalising the betrayal 
of his fellow countrymen and the blood 
on his hands. It can be made to sound 
like logic but you need a lot of vodka 
Hongkong: 












$ increased circulation to that of 
an ex-Singaporean living in 
a I did not get a.chance to read 
siness Times and Singapore Busi- 
on my last visit to Singapore in 
. However, without being an au- 
'on marketing, it is possible to see 
€ mere fact that the above maga- 
. are targeted for local business, 
eas the REVIEW being an interna- 
d news/business magazine (costing. 
ould have a narrower readership 
herefore a more stable circulation. 
.Fu is so determined to demon- 


















ue respect to The Strait Times, | 
est he ask the citizens of Singapore 
»national referendum during the 
ning election whether The Strait 
imes is totally independent from the 
irrent administration. 
.Iam quite sure that this question will 
ot only generate a larger voters turn- 
cut but provide Fu an undistorted view 
7y native Singaporeans of their national 
newspaper. | 
Toronto D. K. Lee 











from exile 


[ left Singapore soon after the general 
election in December 1976, when the 
ISD made an unsuccessful attempt to 
arrest me. 

-] arrived in Britain in July 1977 and 
'ught political asylum. While in hiding 
m Singapore and exile in Britain, the 
ungapore Government. issued state- 
nts accusing me of inciting violence 
ing my election speeches. Each time 
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ited the government to subpoena 



















. These appeals were all ignored. 
"Similar pleas for an of 










ec coo Sp nal 
oviet Pact of 1939 | c 
ght have been expected to have some | 


-:0 mention the early revelations of the 









e “accuracy” and "fairness" in the - 
; I have a challenge for him. With - 


‘to enable a court to decide the mat- |. 
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Times and ot 


of the Singapore S 
hers were all rejected. 






retnam, requested the government 
to issue a passport to me so I could re- 
turn to Singapore. This was turned 
down and the government refused to 
give any reason. l 
- Recently, the government informed 
me that I am to be deprived of my Singa- 
pore citizenship as I have been away for 
. more than 10 years. But there are many 
other Singaporeans in Britain and else- 
where who, for one reason or another, 
have not been back to Singapore for 
more than 10 years. There has been no 
attempt to change the status of these 
people. 
The government knows that to make 
a citizen stateless is contrary to the UN 
Charter. To engage in discriminatory 
treatment against citizens is opposed to 
the fundamental principle of fair treat- 
ment for all. | 
London 


Story to be told 


Tam Lai Yin's insinuations’[LETTERS, 
27 Aug.] that he “is unaware of the cir- 
cumstances under which Cheng made 
his *admissions'," and that "there is a 
high likelihood that any 'admissions/ 
confessions” may have been extracted 
under duress" are not fresh. They have 



















Ho Juan Thai 





















ublished in the South China Morning 
Post (SCMP) on 3 August, titled “Ques- 







(In particular, the fifth paragraph of the 
REVIEW letter is word for word identical 
.to the eighth paragraph of the SCMP 
letter.) The Commissioner for Singa- 













ready replied to this letter (SCMP, 15 
Aug.). I quote from his reply: - | 
“When your anonymous correspon- 











made his statements under duress, the 
burden of proof falls on him. Had he 
watched Vincent Cheng on television, 
he would have seen that Cheng was 
speaking freely and voluntarily, and was 
under no stress or pressure. Neither 
Cheng, his family nor his lawyer have 
made any allegation of ill-treatment or 
torture, either in public, or to the Advis- 
ory Board consisting of a High Court 
judge and two members of the public. 
The other detainees who have been re- 
leased have since stated publicly that 
they had been well-treated. If your cor- 
respondent has evidence that they have 
in fact been ill-treated, why does he not 
give it to the SCMP, who can interview 
the ex-detainees and publish a first- 
hand scoop, instead of casting innuen- 
does by writing anonymous letters?" 
Since neither the SCMP nor its 
anonymous correspondent has taken up 



























.| this. offer, 1 am renewing it to the- 


am. 





In April 1986, my solicitor, Jeya- - 


been copied from an anonymous letter | 


tioning physically severe in Singapore.” | 
g pny y gapo 


pore in Hongkong Stephen Sim has al- 


dent insinuates that Vincent Cheng 






formed the Singapore Government that- 


| "the Vatican Radio, in its broadcasts, 


has given publicity to thé measures 
adopted by Archbishop Yong." I thank 
Tam for spelling out the precise implica- 
tions of this statement. | Gan Kim Yong 


Press Secretary to the 
Singapore Minister for Trade and Industry 


@ Following receipt of Gan's letter, the 
REVIEW wrote to Gan: ` 
"Thank you for your letter of 22 August 
which will be published in our issue ap- 
pearing 3 September. hss | 
The REVIEW regards its LETTERS col- 
umn as a forum for readers and does not 
associate itself with any views contained 
therein — except where the editor or a 
writer responds to a point made about an 
article in the magazine. Thus the REVIEW | 
does not associate itself with the allega- 
tions made by Tam Lai Yin in the letter: 
published on 20 August and therefore 
does want to get directly involved with 
wrangling over them. 2n 
However, as the treatment and views 
of Cheng and ex-detainees are clearly a 
matter of newsworthy public interest, the. 
REVIEW would welcome an opportunity 


. for one-of its correspondents to interview 


one or more of them. Unfortunately, 1. 
must point out that at present no REVIEW 
journalist has authorisation to carry out 
journalistic activities in Singapore. Until 
this situation is resolved, it would be only 
possible to conduct such an interview 
outside Singapore. 

As soon as we have an appropriate in- 
dication that there is no objection to one 
of our correspondents based outside 
Singapore visiting as a journalist for a 
few days on assignment, or the applica- 
tion made by Karl Bostic for an employ- 
ment pass to enable him to write for the 
REVIEW is approved, 1 will ensure that 
we are in a position to interview one or 
more of the ex-detainees at the earliest 
moment convenient to them. " 


€ Gan Kim Yong replied and re- 
quested publication: ` 

I refer to your letter of 26 August. 
Tam's letter has nothing to do with any 
applications for employment or profes- 
sional visit passes for REVIEW corres- 
pondents. Such applications will be con- 
sidered on their own merits by the im- 


‘migration authorities. 


The offer to Tam and the REVIEW 
was specifically in response to Tam’s al- 
legations of ill-treatment and torture. If 
Tam wishes to pursue these allegations, 
he can interview, telephone, or write to 
the released ex-detainees, and publish — 
his account in your LETTERS column. 













| ndonesia, —T—' by a sharp decline in oil revenues, is | 
struggling to keep its economy on track. GDP growth has | 


| slowed, current-account and budget deficits have soared 
| and foreign borrowing needed to bridge the gap has made — 
E Indonesia Asia's leading debtor. The efforts of technocrats . 
to foster alternative export industries to oil have been hin- . 
| dered by the New Order regime's system of patronage. 
Multilateral institutions and aid Gonors, however, are now 
beginning to press for economic change. International | 
finance editor Anthony Rowley and Jakarta contributor | 
Vaudine England look at the strucgle between the forces of | 
light and darkness now dominating the Indonesian economic stage. 


Pages 70-75. Cover illustration by Ricky Hu. 


Pages 12-20 


Philippine President Aquino & survives 
the worst week of her presidency, | 
which saw not only a massive strike 


: ‘and yet another — and this time 
| bloody — d military Soup, 


at home and 


$c uth Korean dissidents fail in an at- 


government launches a campaign 
against ‘leftists.’ | 


Page 24 

The indonesian Government's clo- 
sure of the newspaper Prioritas has 
not caused the alarm that might have 
been expected in media circles there. 
Page 24 NE 

President Ershad's hint of a mid-term 
poll serves to divide the opposition. 


Thailand plays down the spying ac- 
tivities of alleged Soviet agents. 


Page 33 


Pakistani generals resent the govern- 


ment's austerity measures, setting off 


a debate on the army' s influence in | 


the. country. 
| s 36-40 


Jan US defence relations come 


Page 46 


Chinese Communist Party leaders - 


| 
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Philippines: March of mayhem 
A catayst for change 
Military malcontents 
That sas the week.. 
South Korea: Res: in peace 
Labour's political future 
indonesia: Course set for closure 


| Bangladesh: Divide and pot 


Spycatcher $ Sct massage 


| Pakistan: Bashing the generals . 


| Defence: Flying inco the futuze 


hammer out policy for the 13th Nation- 


| al Party Congress due in October. 


| Page57 "m. 
Philippine industry faces the prospect - 


power cuts as demand, boosted by - 


Mal ysia's contfoverital US$1.3 bil- | 
lion north-south highway project. 


Jio eiie recovery, reaches the limits | 
of generating capacity. 


2 Page 58 : 
Plans by China's central bank and « 
Ministry of Finance to float treasury 

| bonds overseas for the first time run | 

" into: o problems. 


Flood and drought in Asia will force: 
-many farm exporters to trim sales. 

.|, while other nations may have to rely 
| onaid to boost food imports. 

tempt to politicise the death of a strik- | | 

ing shipbuilding worker, while, the 


faces a growing chorus of opposition i 


_toroad-toll charges. 


Page 69 

Taiwan, in a move aimed at cut- 
ting huge fereign-exchange holdings, 
considers a US$3 billion aid fund for 
developinginations. 


Pages 83-85 
Gansu, one of China's poorest pro- 


i vinces, has become a testing ground 


for a state-aid programme which aims 
to stimulate economic growth. 


| 89 » 
Nepal and india are locked in a bitter 


wrangle over the future of a bilion- 


dollar hydroelectric project in the 
Himalayan mountain kingdom. 


Page 95 


under scrutiny as Japan considers .| dev 
whether to develop its own fighter air- | plc ug hit in 


or co-produce it with the US 
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| BRIEFING 


Agreement on South 
Korea’s new constitution 
Subject to approval by a na- 
tional referendum to be held in 
October, South Korea's new 
constitution provides for a five- 
year single-term presidency (as 
against the seven-year single 
term at pae political neu- 
trality of the armed forces, and 
the right of the national assem- 
bly to conduct independent in- 
quiry into the administration's 
policies. 

These articles were quickly 
agreed on by negotiators from 
:he gr Paes Justice 
Party (DJP) and opposi- 
tion Reunification Democratic 
Party (RDP) on 31 August. 
DJP president Roh Tae Woo 
and RDP president Kim 
Young Sam met on 2 Sep- 
tember to approve the new 
draft. — Shim Jae Hoon 


on flood measures. 


President H. M. Ershad's invi- 
tation to Dangisdem Opposi- 
tion leaders to discuss on 7 Sep- 
tember a joint effort to face the 
challenge of the devastating 
floods has been rejected b 

both Khaleda Zia and Sheik 

Hasina Wajed. Hasina blamed 
the government for its failure 
io meet the flood crisis and said 
that the opposition would not 


share the  administration's 
lapses. — S. Kamaluddin 
Taiwan issue 
ofa book 


A collection of lectures by 
rominent Chinese intellectual 
ang Lizhi was published in 

Taiwan on 29 August under the 

utle We Are Making History, 

becoming the first book to be 
released under the Taiwan 

Government's new policy of 

permitting certain materials 

trom China to be re-published 
en the island. Fang had lost 
his job as vice-president of 

a university in Hefei, Anhui 

ipm and was expelled 
om the communist party ear- 

Ler this year for his support of 

student protests last De- 

ecmber. 

The book's publisher, the 
Taiwan monthly Global View, 
said Fang had authorised the 
edition Puer a third party 
and would receive royalties. 
But Hongkong press reports 
quoted Fang in Peking as deny- 
ing he had given his permission 
tough the book as published 
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includes a specially written 
foreword by the author. 
— Carl Goldstein 


China reaffirms support 

for Sihanouk's coalition 

Leaders of the anti-Hanoi Co- 
alition Government of Demo- 
cratic Kampuchea (CGDK) 
met in Peking on 30 August as 
China reaffirmed its support for 
them and called for Hanoi's 
withdrawal from Cambodia. 
Prince Norodom Sihanouk, 
though on a year's leave of ab- 
sence from his post as CGDK's 





president, joined his vice-pre- 
sident, Khieu Samphan, and 
Prime Minister Son Sann for 
meetings with Deng Xiaoping 
and other Chinese leaders. 
Deng told the visiting lead- 
ers: "A national reconciliation 
[in Cambodia] without the 
withdrawal of Vietnamese 
troops would mean setting up a 
government based on the pup- 
t regime now in Phnom 
enh." — Robert Delfs 


Malaysian mosques 

suffer arson attacks 

Five mosques in different vil- 
lages in the central Malaysian 
state of Pahang were either 
partially burned or razed in the 
early hours of 30 and 31 Au- 
gust. No motive has been as- 
cribed and police investiga- 
tions are yet to be completed. 
The imam of the Kampung 
Temai Tengah mosque said he 
knew of no ill feeling among 
the villagers that would have 
prompted such action. 

Pahang Chief Minister 
Datuk Khalil Yaacob said that 
the first two fires were the work 
of arsonists. Kerosene tins and 
burned rags were found in or 
around some of the mosques. 
Describing the fires as crimes 
against Islam and the acts of 
deviants, state authorities have 
ordered Pahang mosque offi- 
cials to take turns sleeping in 
their mosques in order to guard 
them. — Suhaini Aznam 
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BUSINESS 


Seoul n debt falls 
below billion 


Helped by continued current- 
account surpluses, South 
Korea’s total external debts 
have fallen below US$40 bil- 
lion for the first time since 
1982. Total debt at end-July 
was US$39.4 billion, down 
US$5.1 billion from end-1986. 
Short-term debts made up 
22.3% of the total, against 
20.8% in 1986. The improving 
balance of payments owes 
much to the current-account 
surplus, expected to hit US$8 
billion by end-year (compared 
to a little more than half of that 
in 1986). Finance Ministry offi- 
cials hope to reduce total debt 
to US$37 billion by end-1987. 

— Shim Jae Hoon 


New Zealand blocks 
pulp company merger 


New Zealand's Commerce 
Commission has refused to 
allow two big paper and pulp 
firms — Amcor of Australia 
and New Zealand Forest Pro- 
ducts — to merge. The decision 
appears to raise serious ques- 
tions about the agency's opera- 
tions, in light of the increas- 
ingly common market between 
the two countries. The rejec- 
tion follows the commission's 
earlier refusal .to allow a 
merger of food giants Wattie 
Industries of New Zealand and 
Goodman Fielder, an Austra- 
lia-New Zealand joint venture. 

— Colin James 


Fairfax heir to take 

media firm private 

The 26-year-old scion of the 
Fairfax dynasty, Warwick Fair- 
fax, has made a takeover bid 
for the family-controlled John 
Fairfax to remove any question 
of outsiders gettin hold of 
flagship newspaper The Sydney 


CORRECTIONS 


The figure US$1.4 billion . 
given in Success in small pack- 
ages (27 Aug.) for capital com- 
mitted to Sino-foreign joint 
ventures in 1986 should have 
been US$137.5 million. 


In Prince, power, people (3 
Sept.) it was erroneously stated 
that the then prime minister 
Tunku Abdul Rahman had 
dropped Mahathir Mohamad 


from the cabinet in 1969. 
Mahathir was expelled from 
Umno. He was not then a 
member of the cabinet. 
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Morning . Herald, in family 
hands since 1841. Warwick, 
youngest son of the late chair- 
man Sir Warwick Fairfax, of- 
fered A$7.50 (US$5.40) a 
share (or a scrip alternative) 
which values the group at 
A$2.25 billion. If successful he 
would re-list Melbourne sub- 
sidiary David Syme and Co. as 
owner of The Age, The Austra- 
lian Financial Review and vari- 
ous magazines — keeping a 
45% interest with the private 
parent. — Hamish McDonald 


A group of 24 Japanese banks 
has agreed to a request from 
BankAmerica Corp., the US 
bank's holding company, to 
buy US$250 million of subordi- 
nated capital notes. Nine 
banks, including Mitsui, Indus- 
trial Bank of Japan and Dai- 
Ichi Kangyo, will subscribe to 
US$130 million: 15 others will 
take up the rest. Another 
US$100 million in convertible 
referred shares has been of- 
ered to Japanese insurance 
companies. — Nigel Holloway 


China cuts payments 

and trade deficits 

China managed to slash its bal- 
ance-of-payments deficit. to 
US$1.28 billion in 1986 from 
US$2.35 billion a year earlier, 
the Peking-based weekly news- 
paper /nternational Business 
reported. In 1984, there was a 
surplus of US$95 million. The 
trade deficit fell to US$9.14 bil- 
lion in 1986 compared with a 
deficit of US$13.12 billion in 
1985 and a surplus of US$14 
million in 1984. 


— A Correspondent 
Malaysia to set up 
cocoa market board 


Malaysia, the world's fourth- 
largest producer of cocoa 
beans, pans to set up a cocoa 
board by end-1987 or early 
1988. The board will not fix 
prices, and will allow con- 
tinued free trading in the com- 
modity, said Primary Indus- 
tries Minister Datuk Lim Keng 
Yaik on 28 August. The pro- 
posed board has already re- 
ceived cabinet approval and 
now awaits the passage of a bill 
and discussions with the Sabah 
state government (Sabah pro- 
duces 60% of  Malaysia's 
cocoa). Cocoa-hean exports 
earned Malaysia àn average of 


M$68.13 million (US$27.1 
million) a month in 
January-May 1987. 

— Suhaini Aznam 
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| REGIONAL AFFAIRS PHILIPPINES 


Strikes and military coup erode Aquino's credibility 





By James Clad in Manila i 


Fc diplomatic assignments 
could start as disconcert- 
ingly as that of Nicholas Platt, 
Washington's new chief envoy 
to the Philippines. Barely 36 
hours after presenting his cre- 
dentials to President Corazon 
Aquino, a violent show-of- 
force by military dissidents 
caught the president, Platt and 
most of their advisers totally 
off-guard. 

e bloody events of 28 Au- 
gust, and their inconclusive af- 
termath, have driven home 
some hard conclusions to 
Aquino and to her American 
supporters. The basic lesson is 
this: despite the niceties of con- 
stitutional consolidation and 
other signs of political and eco- 
nomic progress, the cycle of open mili- 
tary revolt against Aquino’s 18-month- 
old government has intensified, not di- 
minished. 

The second lesson is even harder to 
swallow: there may be no way out of this 
cyclical dilemma except a major reshuf- 
lle within Aquino's government — whe- 
ther she likes it or not. 

The latest revolt differed from ear- 
her military mutinies in the following, 
important respects: starker violence 
and higher civilian casualties; more ef- 
fective targeting of media establish- 
ments; more obvious fence-sitting mili- 
tary commanders; an obvious reluc- 
tance by some Asean neighbours to be 





Aquino mourns national heroes 





=. 
of the past. 
seen as visibly supportive of Aquino, 
and more specific rebel demands. 

That is only part of the list. The re- 
volt brought about a direct physical at- 
tack on the president’s family; lingering 
instability for days afterwards; distanc- 
ing from the president and other ma- 
noeuvring by civilian politicians, and a 
weak reaction by the Roman Catholic 
Church hierarchy to the events. Not the 
least, the government’s embarrassing 
failure to capture the rebel leader, Col 
Gregorio “Gringo” Honasan — who 
travelled around the countryside much 
as he pleased for days after the revolt — 
made this latest mutiny a revolt with a 
difference. 







PHOTOS: AP 


March of mayhem 


The chronology of this 
bloodiest show of defiance 
against Aquino needs little 
elaboration. A small force of 
troops from central Luzon en- 
tered the Malacanang presiden- 
tial palace vicinity. There they 
had a noisy battle with Presi- 
dential Security Group (PSG) 
guards in the hours before sun- 
rise. While this was happening a 
much larger group of rebel sol- 
diers, perhaps 2,500 of them, 
simply drove without resis- 
tance into Camp Aguinaldo, 
the Armed Forces of the Phi- 
lippines (AFP) headquar- 
ters. 

Smaller rebel contingents 
simultaneously entered televi- 
sion stations and studios. 
Another group entered the Philippine 
air force base at Villamor, while others 
occupied a hotel near a broadcasting 
station from which they had been 
evicted. The cadets at the elite Philip- 
pine Military Academy voiced sym- 
pathy for the rebels, and some began a 
hunger strike in support. 

During the day some commanders in 
the outside provinces declared them- 
selves, in one form or another, against 
the current military leadership. Camp 
Olivas, in central Luzon, sided with the 
rebels. Brig.-Gen. Edgardo Abenina, 
the overall Philippine Constabulary 
and Integrated National Police com- 
mander for the central Visayas region, 





A catalyst for change 


o sooner had the shooting subsided on 28 August than 

the government had to face up to the hard task of defus- 
ing the immediate military mutiny while, at the same time, 
making changes that might help prevent a recurrence. By 3 
September, however, the continuing state of tension and dis- 
array within President Aquino’s administration pointed to 
the need for major policy concessions, not just cosmetic 
changes, if it is to survive intact. 

Publicly, the government's initial stance was firm. Aquino 
kad used the word “traitors” repeatedly in reference to the 
rebels and once called them **monsters." In particular, she 
had insisted, against the advice of executive secretary Joker 
Arroyo, on “no terms" before loyal troops under Armed 
Forces of the Philippines (AFP) chief of staff Gen. Fidel 
Ramos attacked the rebel-occupied AFP headquarters. 

But morning-after realities presented the government 
with the following bleak picture: a decidedly loose AFP corn- 
mand structure of altogether suspect loyalty; a leader of the 
revolt, Col Gregorio Honasan, at large somewhere in central 
Luzon, and obvious signs of less-than-whole-hearted support 


12 e 





for the government, as currently constituted, from both 
within that government and from the wider region. 
Additional immediate problems included some lingering 
worries over loyalties in the air force. Few have forgotten the 
traumatic effect in the February 1986 revolt against former 
resident Marcos of a few rockets from a helicopter gunship 
ired at Malacanang, the presidential palace. And pervading 
the president's advisers was an acute sense of personal insec- 
urity, heightened by the shooting of the president's only son, 
— Aquino, on the morning of 28 August. 
uch of the government's public relations effort went 
into oe a purported manifesto from the rebels dated 
29 August and proclaiming a “ruling junta of a provisional 
e manifesto, whose authenticity 
drafted. But even if a 


government." The text of 
remained in doubt, was amat 
piece of “disinformation,” the text had a bad psychological 
effect on the government, 


But exposing the hallowness of two later *memoranda" 
issued by the “provisional government" mattered little in this 
context. Much more important was the of hopelessly 
tangled lines of command and the problem of fence-sitting by 
key officers. Most Filipino observers agreed on one point: al- 


together too much media attention had focused on Honasan, 
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was the most notable of these. Others 
sat on the fence. 

The most concentrated violence oc- 
curred when mutineers shot up a vehicle 
carrying the president's only son, Be- 
nigno "Noynoy" Aquino. Three of his 
bodyguards died but Noynoy escaped 
with minor injuries. Soldiers leaving the 
palace area also opened fire on passing 
civilians, killing at least 10 pedestrians 
and passing motorists. Two press photo- 
graphers, one a New Zealander and one 
a Filipino, died while covering the 
shooting at Malacanang and at Channel 
Four TV station. 

While discounting much of the sen- 
sational reportage, the revolt still 
caused more physical damage than any 
earlier mutiny against the Aquino gov- 
ernment. The number of people killed 
could exceed 100, most of them civilians 
killed by wild shooting. Large amounts 
of ammunition were fired indiscrimi- 
nately. 


Te T28 propeller aircraft fired roc- 
kets at open spaces in Camp Agui- 
naldo to encourage troops there profes- 
sing loyalty to Honasan to surrender. But 
a fire lit by departing rebel troops did 
much more damage than the largely 
overhead shooting of troops loyal to 
AFP chief of staff Gen. Fidel Ramos: 
this destroyed a third of the AFP's gen- 
eral headquarters building at Camp 
Aguinaldo, burning many records. 

The revolt revealed many gaps in the 
government's armour. Notwithstanding 
claims of “firmness” in dealing with the 
rebel forces, Ramos needed long hours 
to assess the reaction of his field com- 
manders. Diplomatic sources said 
Aquino's executive secretary, Joker Ar- 
royo, at several junctures wanted to talk 
to the rebels, a line resisted by Aquino 
and Ramos. 

The length of time taken to gather 
support for the government also caused 
dismay. The Archbishop of Manila Car- 


whose access to the AFP h 


rters and ease of move- 
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dinal Jatme Sin, traditionally a solid 
Aquino supporter, came on radio many 
hours after the first shooting and spoke 
only of a need for *peace," without urg- 
ing popular support for the govern- 
ment. Vice-President Salvador Laurel 
spoke in similar generalities; reliable 
sources described him as spending much 
of 28 August making contact with vari- 
ous members of the civilian opposition 
and keeping his options open. On2 Se 
tember Sin tellingly directed some mild 
criticism, not at the plotters, but at 
"continuing corruption" inside the gov- 
ernment. 

Reaction from Washington, Can- 
berra, Wellington and European capi- 
tals gave strong support to Aquino. Pre- 
sident Reagan said the US “condemns 
this attempted extra-constitutional ac- 
tion. I wish to make absolutely clear 


America’s unqualified support for Pre- 
sident Aquino. " : 

By contrast, the Philippines’ closer 
neighbours were less forthcoming. Ma- 
laysiam Prime Minister Datuk Seri 
Mahatair Mohamad sent a private, per- 
sonal message on 29 August, primarily 
expressing condolences for the attack 
on Aquino's son. Singapore and Brunei 
sent messages, with Singapore Prime 
Minister Lee Kuan Yew telling Aquino 
that “cecisive action crushed a threat to 
the Philippine Government and the sta- 
bility cf your nation." However, know- 
ledgeable diplomatic circles noted that 
Indonesia and Thailand moved with 
anythiag but despatch, with their mes- 
sages limping in more than three days 
after the revol: started. 

A source close to opposition Senator 
Juan Ponce Enrile said that Lee had 
telephoned the former defence minis- 
ter, a longtime friend. This could not be 
substaatiated. Enrile denied foreknow- 
ledge ef the revolt, but tailored his re- 
marks in a scathingly critical fashion of 





ment within central Luzon bespoke of compliant senior offic- 
ers willing to stand back and watch to see what . 

The government’s task was not made by the 
squabbling between Arroyo's staff and Ramos’ of- 
fice. Each hinted darkly at the other’s incompetence, with 
some close to the chief-of-staff saying bluntly that local civi- 
lian officials, notably some Luzon mayors, had played a 
dangerous double game in a few areas. Others, Ramos said, 
had appeared at some mutinous installations, “dressed like 
combat soldiers.” 


A" immediate problem for Aquino was to find someone 
whom she trusts and to whom the rebellious military — 
and civilian backers behind them — might listen. Aggravat- 
ing her dilemma was an uneasy sense that the Americans 


might be tempted to press harder for major changes in the 
government’s composition. By 3 September, house of repre- 
sentatives sfeaker Ramon Mitra was shaping up as one of the 
few acceptable intermediaries. 

Who might the president be tempted to sacrifice for the 
eovernment’s longer-term stability? Arroyo's name surfaces 
as does Ramos’. both men have proved their loy- 
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alty to the president, both have also come under attack from 
the military. Still, Aquinc will be loathe to move against 
them, especially when it would be seen as yielding to pres- 
sure. 
There is also pressure en Aquino from the rebels to act 
against the business machimations of her family, iden 
specifically Jose “Pepi " Cojuangco, her younger brother, 
and Fransisco Alesis iom brut. Both are 
and businessmen and have-come under fire for alleged busi- 
ness opportunism, generating charges that the new govern- 
ment has spawned cronies in the hated Marcos tradition. 
Other candidates for the chop, in the rebels' eyes, include 
the chairman of the Commission on Elections, Ramon 
Felipe. Honasan and his allies appear to have accepted 
charges from the civilian epposition that the Aquino admin- 
istration, to some degree »r other, rigged the 11 May con- 


Sources cautioned against overplaying the strength of 
anti-government Sm ee te threat to its con- 
tinued survival. But civilian politicians and military men 
were adamant that only major concessions will break the 
cycle of defiance and violence that has become more, not 


less, damaging with every replay. — James Clad 
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| the Binino government, focusing on its 
instabi 


ity. ' 

Attention immediately focused on 
other likely leaders behind the revolt. 
Honasan, once a prime mover behind 
the Reform the Armed Forces Move- 
ment (RAM), took centre stage. The 
troops seizing the various AFP installa- 
tions said they were acting on his orders. 
Honasan plotted against former presi- 
dent Ferdinand. Marcos and, in Feb- 
ruary 1986, helped lead the revolt oust- 
ing him and, as an unintended conse- 
quence, installed Aquino. 

But the degree of support for Hon- 
ssan's rogue units showed hidden, and 
not-so-hidden hands within the AFP. 
Ramos ordered Abenina to step down, 
2nd sent the same order to air force 
Brig.-Gen. Federico Pasion. But suspi- 
cions centred on major service generals, 
such as those in the new Mindanao 
Southern Command, who watched 
trom a distance. Many of the top brass 
have become disenchanted with 
Ramos' promotion recommendations to 
Aquino. The most recent promotions 
were approved without reference to the 
notes of the AFP's own Promotions 
Board, sources said. 

What did the rebels hope to ac- 
complish? A manifesto signed by a 
"Ruling Junta/Provisional Government 
of the Republic — Central Luzon Head- 
quarters" began circulating among 
senior officers on 29 August. It proc- 
laimed a “provisional government” that 
seemed intended for circulation only if 
the rebels had won more psychological 
advantage by holding on longer at 
Camp Aguinaldo. 


| ea text decried Aquino’s “extraor- 
dinary leniency to communists,” and 
criticised plans to grant autonomy to 
Muslim areas in Mindanao (REVIEW, 27 
Aug.). More tellingly, it spoke of cor- 
ruption under the new government hav- 
ing "doubled, if not trebled." It called 
for a return to the 1935 constitution and 
for new presidential elections. In short, 
though dismissed by some as “disinfor- 
mation," the manifesto touched a 
nerve-ending of elite Manila politics — 
where dissatisfaction at business oppor- 
tunism by relatives of the president is 
steadily rising. 

The most immediate effect of the 
volent military defiance was to expose, 
once again, the glaring disarray within 
the AFP. Although the affair remains 
essentially directed at winning support 
from within the AFP itself, Honasan's 
move revealed government flat-footed- 
mess, isolation and impotence. 

The damage to the government's 
credibility is beginning to show. As with 
the lengthening lists of *unsolved" poli- 
tizal killings, the tally of wrist-slapped 
military dissidents has become embar- 
rassingly long. Although on 28 August a 
visibly shaken Aquino said she would 
g@ve “no terms" to “these traitors,” to 
whom she “had nothing to say,” few ex- 
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her threats of stern retribution to 
carried out. Much publicised threats 

to have Honasan “shot on sight” were 
retracted. Negotiations, despite the pre- 
sident's talk of “no terms,” have begun. 

In fact, no serious political observer 
believed that full-vigour, retributive 
justice would follow the largely theatri- 
cal defeat of rebels occupying the AFP 
headquarters. Despite the gunfire's 
sound-effects and danger to by-stand- 
ers, much of the shooting from each 
side went into the air or against walls. 

Moves needed to ease the current 
tension are many, but they turn on 
leadership and key civilian per- 
sonalities, not only those near to the 
president Y eroe accused of “com- 
munist-coddling." Ramos himself pro- 
vided a prime impetus for the most re- 
cent act of defiance. 

Ramos has many bitter detractors 
within the armed forces. These de- 
tractors include senior officers pushed 
out after the overthrow of Marcos last 
year; these "loyalists" have staged 
mutinies that won little popular support 
and which were received with passivity 
by most AFP rank-and-file. -> 

Honasan's violent defiance has an al- 
together different effect. He and his old 
RAM colleagues see Aquino's advisers 
sgoangaing gains made in battles in the 
1970s against Muslim insurgents. 

The presidential palace's ignorance 
of the mpeneing attack also stands out 
starkly. Participants at a 27 August 
evening meeting with Ramos noted how 
reports of unusual movements began to 
reach him at that time. Yet, despite 
claims of advance warning, key staffers 
learned of the attack only when the guns 
started firing. Security arrangements 
went badly wrong. Staffers told the 
REVIEW that the palace depended on 
local radio broadcasts for information 
on the rapidly changing situation. 

The flat-footedness also happened a 
mile away, at the US Embassy. Visiting 
Deputy Assistant Secretary of Defence 
Karl Jackson and other prominent 
Washington visitors heard steady-as- 
she-goes briefings from embassy staff 
only a day before the revolt. Unfortu- 
nately, both Platt and deputy head of 
mission Kenneth Quinn are newcom- 
ers, and the outgoing charge d'affaires, 
Philip Kaplan, left Manila on 29 Au- 
gust, one day after the revolt broke out. 

The inability of the embassy to fore- 
cast the event, or even allude to the de- 
pree of military discontent, is seen as 

aving left the US State Department 
looking decidedly less in control of the 
situation than the impression it had ear- 
lier given. 
latt can take some comfort from a 
similarly inauspicious start in Manila 
last year when the Soviet ambassador 
found himself unluckily assigned at the 
very tail-end of Marcos’ tenure. No 
doubt the Americans think the current 
president has rather more time on her 
side. o 





malcontents 


Army politicisation 
has long history 


T? the Philippine public, the latest 
military rebellion against President 
Corazon Aquino's government initially 
seemed to ‘lack an agenda or even a 
checklist of apes. The mutineers 
appeared offhand about their objec- 
tives, apart from briefly broadcasting 
from a captured TV station a statement 
damning "too much politics" in govern- 
ment and demanding changes to the 
military hierarchy. 

But inside the military itself — the 
only constituency that matters to the 
plotters — mutineer leader Col Gre- 

orio *Gringo" Honasan and his col- 
eagues' aims stood out clearly. And no 
matter what the final outcome of the re- 
bels' violent challenge which began on 
28 August, a wellspring of Armed 
Forces of the Philippines (AFP) dis- 
satisfaction will continue to provide a 
source of political instability to any gov- 
ernment for many years. 

The problems are long-standing and 
complex. Honasan belonged to the 
small group of officers, known loosely 
as the Reform the Armed Forces Move- 
ment (RAM), that began the mutiny 
culminating in former president Fer- 
dinand Marcos' ouster 18 months ago. 
These men, mostly graduates of the 
Philippine Military Academy (PMA) 
classes of 1971, 1974 and 1975, believed 
then that the over-large (240,000 men 
and women) but under-paid and under- 
trained AFP had lost its way. They still do. 

RAM's call for a return te leadership 
and professionalism runs counter to a 
much longer trend which has politicis- 
ed, factionalised and corrupted the mili- 
tary. The AFP originated from the $ 
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AXE in Cellular Networks 


How to get more mileage out of mobile telephony 


Mob: telephony is the fastest-growing area 
of telecommunications today. And the world's 
most popular system is based on Ericsson 
Telecam’s AXE exchange- because AXE has by 
far the most to offer. 

With mobile telephony from Ericsson, an 
Admir istration can offer subscribers high 
speecl quality and low call-loss .. . plus the full 
range of today s fixed-system services. ( And 
tomorrow's as they become available - services 
in the integrated services digital network, ISDN, 
for example.) Such features as automatic cell- 
to-cel: hand-off and exchange-to-exchange 
roaming, even internationally, mean that*sub- 
scribers are never conscious of moving from cell 


to cell: all they see are the benefits of their 
advanced mobile terminals. 

For Administrations, an AXE-based system 
offers absolute flexibility, An AXE exchange 
already installed can incorporate mobile tele- 
phony as an add-on (like an applications 
package for a personal computer). If the net- 
work is not AXE-based, a separate network of 
AXE exchanges can be overlaid, interworking 
with the regular telephone network. 

AXE is at home with all the world's major 
cellular standards - NMT 450, NMT 900, TACS 
and AMPS (FCC/EIA). AXE-based systems use 
the APZ processor family, with its staggering 
capacity, throughout - systems can be upgraded 


to offer more capacity or new subscriber 
services. 

AXE-based mobile svstems are at work in 
22 countries on 5 continents, serving over 40% 
of the world's mobile subscribers. 

In the NMT system for Scandinavia, AXE 
servesthe world's largestinternational network; 
in London, it handles the densest traffic and 
the smallest cells; in Switzerlanyl, it carries 
on through the country's network of mountain 
tunnels; in north America, it carries 2096 of all 
US traffic, 5096 of the traffic in Canada; in 
Malaysia, cellular coin-box installations are 
used as fixed telephones... 

For more information, post the coupon. Today. 





AXE in Mobile Communications: 
satisfaction for customers, profit for PTTs 
Within the Ericsson Group, Ericsson 
Telecom provides total public telecommu- 
nications capability - the future-proof, multi- 
facetted service symbolised by the Ericsson 
Felecom diamond. 
This unique capability is based on the 
epen-ended ^XE concept. The architecture of 
XE, with its full functional modularity, means 
rhat a network is no longer a static linkage 


erween software modules in fixed exchanges, 


sigidly definedand dimensioned. 


In fixed or mobile networks, clusters of 


features and services can be assembled at 
special service switching centres to satisfy the 
needs of the imstalled customer base 
economically. 

Or the same clusters of features can be 


provided in a new local switch, which in add- 
ition to the feature-processing can give any new 
terminal interface (such as ISDN access). 

Under special circumstances, the feature- 
clusters may even be assembled in separate 
feature nodes accessible from any nodes in the 
nerwork which have the required signalling 
interface. Such nodes are often referred to zs 
network real-time databases. 

[he outcome is a network designed from 
demand inwards, and not from exchange 
capability outwards - a network which can be 
enhanced and adapted at will to support new 
services as demands change. 


Fr:csson Telecom, 8-126 25 Stockholm, Sweden. 


s: Ericsson Telecom, FE 709 cco | 
Dept M/YX,S-12625 Stockholm, Sweden. 


Please send me more information on AXE-based 
svstems for mobile telephony. 
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At good hotels, guests come and go. 

At great hotels, guests come and go and then return again and again. 

At Inter-Continental Hotels, three out of four guests are so impressed with 
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Philippine Constabulary (PC), a politi- 
cally attuned organisation since its in- 
ception during the US colonial era. 
During the 1950s, military men began to 
be appointed to civilian jobs, a spillover 
effect from the AFP's move into “civic- 
action" work to counter the leftist Huk- 
balahap movement. And from that time 
also, successive presidents politicised 
the military intelligence service and 
rumours of coups first began. 

The long presidency of Marcos 
merely accelerated these tendencies. 
He became the final arbiter of promo- 
tion and assignment decisions. He sent 
the military to occupy and sometimes 
manage newspaper, broadcasting and 
public utility offices during the early 
martial-law period. Most of all, he al- 
lowed all the component services within 
the AFP to grow more and more rapidly 
in response to the deteriorating security 
situation posed by the Muslim 
and communist insurgencies in 
the 1970s. But quantity, not 
quality, prevailed. 

The definition of the mili- 
tary's “proper preserve” became 
dion estas ses blurred. Nor- 
mal constabulary duties become 
confused with ^ counter-in- 
surgency, and the Integrated 
National Police, the civilian 
police force, became subordi- 
nate to military direction. Even 
the country's fire-fighting ser- 
vices and prison custodial guards 
were put under military control. 

“Marcos used the military . . . 
to relocate squatters, enforce 
commodity prices, supervise 
elections and administer the 
justice system," a prominent 
academic said at a recent Singa- 
pore conference. "Paramilitary 
organisations such as the Lost 
Command and the secret mar- 
shals were used by Marcos to intimi- 
date the populace [while] regular mili- 
tary units raided opposition groups' 
headquarters," he said. 


T esie en this growth in size and 
responsibilities was a major change 
in the composition of the officer corps. 
Marcos, from the Ilocos Norte region of 
Luzon, favoured the placement of 
Ilocanos within the AFP. By the time he 
left the seene, they comprised the 
a single ethnic group within the 


Well before last year’s, RAM-in- 
spired revolt against Marcos, the AFP 
had already lost sight of its original 
brief. The ideals of professionalism and 
the acceptance of civilian supremacy 
came more easily to the lips than to the 
heart. Even as Marcos’ martial-law 
period preserved “civilian” control, he 
yielded new’ activities to military super- 
vision and dominance. Many of these, 
such as management of some sectors of 
transport — buses and the railway — 
went to military officers for “security” 





reasons. They also became rich in the 
process. 

Honasan and his allies like to portray 
themselves as nationalist officers fed up 
with the corrupt politicking of the top 
AFP brass. Nonetheless, much covert 
support for their anti-government 
stance comes from these older, often re- 
tired officers regarded, loosely, as 
“Marcos loyalists.” 

In attempting to reform the military, 
the restorative instincts of the Aquino 
government have led it to recreate the 
old, pre-Marcos congress. The old, pre- 
1972 legislature had a measure of supre- 
macy over the military through budget- 
ary controls over salary increases and 
via a Commission of Appointments ap- 
proving all service promotions above 
the rank of colonel. The Aquino gov- 
erament's 1987 constitution brought all 
this back. It also prohibited soldiers from 


serving in civilian poenom and required 


that military men be “recruited propor- 
tionately from all provinces and cities.” 


But real action came less easily. The | 


Aquino government in some ways was 
placed in an impossible dilemma. It 
comprised people, such as presidential 
Executive Secretary Joker Arroyo, who 
had criticised the military during the 
martialdaw years — and who was, in 
turn, roundly disliked by them. The new 
government knew the interrelated 
problems of abusive behaviour, shoddy 
training and indifferent commanders 
needed major changes in personnel and 
command hierarchy. 

To make the necessary changes, 
A.quino's allies had to alienate a military 
that saw itself, correctly, as the midwife 
of the government in February 1986. 
“In effect, Aquino could not win," says 
a long-time academic observer of the 
AFP. "Any action she took would hurt 
her standing with the military." 

Thus the government's efforts to 
bring earlier abuses to account and to 
restructure business influence collidec 






with entrenched interests. A Presiden- 
tial Committee on Human Rights 
angered officers by investigating abuses 
commited both before and after Feb- 
ruary 1986. A Presidential Commission 
on Good Government, charged with 
seizing “ill-gotten wealth” amassed dur- 
ing the Marcos years, angered some 
senior efficers. The government’s Anti- 
Graft and Corrupt Practices Board re- 
ceived sundreds of corruption charges. 


Aw took a number of decisions 
straight out of a reformist textbook. 
She offered better pay and conditions 
for the-militarv. Just recently (REVIEW, 
13 Aug.) she decreed higher pay for 
some ranks and lifted pension payments 
for retwed personnel by 10%. Her gov- 
ernmeat moved to improve uniform al- 
lowances and medical benefits. 

At the military organisation level, 
AFP chief of staff Gen. Fidel 
Ramos and Defence Secretary 
Gen. Rafael Ileto reinforced de- 
cisions to alter the Regional Un- 
ified Command (RUC) struc- 
ture se: in place by Marcos dur- 
ing 1983-84, which received a 
termination order, with total 
phase-out over two years. The 
often ill-disciplined, paramili- 
tary Civilian Home Defence 
Forces were reduced. New com- 
mands. such as Mindanao 
region's Scuthcom, replaced 
the RUCSs. Officers were ro- 
tated. 

But to officers affected, the 
cure seemed worse than the dis- 
ease, And the man taking the 
brunt of much of the discontent 
was Ramos, against whom feel- 
ings rose sharply in recent 
months (REVIEW, 23 July). The 
long-serving PC commander be- 
came Aquino's AFP chief of 
staff but was forced to contend with 
varying challenges to his authority, 
each one graver in scale and conse- 
quence. 

The officers Ramos selected for 
promotion had difficulty in winnin 
over command loyalties in the field, a 
the new command structures have not 
had time to consolidate. The bewilder- 
ing range of military fraternities and 
secret organisations have not disap- 
peared, and the whole structure seems a 
matriz of informal links supplanting the 
formal command and control systems. 

The reality behind successive Philip- 
pine governments and the military es- 
tablis 
“civilian control,” a pervasive but in- 
creasingly threadbare myth. The events 
of 28 August and the confused after- 
math show the unravelling of another 
myth — that of coherence and control 
within the military itself. Honasan and 
his allies have appeal for younger offic- 
ers, motably those still studying at the 
PMA who want a way out of this thic- 
ket. — James Clad 
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resolve looked less solid. Its stabilisa- 
| tion fund, to compensate oil companies 
for the difference between local retail 


€ shooting which erupted in Manila 
he early hourson 28 August came 
action had already virtually un- 
d the Aquino government. The | 
st. for a startlingly effective, | 
"wide transport strike on 26 Au- 
me in a series of mistakes by pres- |. 
al advisers over a retail price in- 
e for petroleum products. E 
e first error came.when, on 15 Au- 
ie.government abruptly imposed 
price rises averaging 18% for pre- 
} motor fuel grades. The price for | 
ium petrol rose to. P8.20 (40 US © 
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per litre while diesel rose to 
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rise increased, coming from a coalition 
| of unions and other pressure groups re- 
sponding to members' dismay over ear- 
lier food-price rises already hurting the 
poorer households. 

The collaboration between the rival 
trade union federations and the depth of 
feeling ate away at the president's re- 
solve. Sensing the bad political mood, 
few congressmen or senators rose 
spiritedly to her defence, even her 
closer political allies. A day before the 
strike, the government panicked. 

Q: the evening of 25 August the pre- 

sident broadcast a message claim- 
ing that “a way [to reduce petroleum 
prices] had been found because of re- 
cent developments abroad." On the 
strength of a recent "reversal in the up- 
ward movement of crude-oil prices." 
She then rolled back the prices, by 
about 9% overall. Premium petrol went 
down to P7.50/litre while diesel drop- 
ped to P 5.25/litre. 

But she had waited too long. The 
KMU, sensing solid organisation and 
banking on the popular mood, said it 
would proceed with the strike. Men- 
doza said his federation's claimed 3.7 





However inevitable the move might 
ive been because of the country's 
madly depleted oil-price stabilisation 
and, its timing badly dented popular 
nfidence in the regime's ability to 
keep prices steady for basic consumer 
ems, such as rice, sugar, bread and 
king oil. Aquino called the decision 
d politics but a necessary measure." 
... Fear about the follow-on effects on 
staples prompted even the normally 
ore compliant or “moderate” trade 
union grouping, the Trade Union Con- 
ess of the Philippines (TUCP), to join 
rces with the more militant Kilusang 
ayo Uno (KMU). A day after the 
ce rise, they announced a joint, 
onwide strike for 26 August. . 
The KMU’s president, Crispin Bel- 
spoke about a general strike, while 
«P president Democrito. Mendoza 
erred the words “Day of Indigna- 
The joint move was a rare event 
— even if, as one TUCP official said, it 
was prompted by the TUCP's fear of 
being left behind.” — i : 
-— The government now bega 
late in earnest. As the strike loomed, i 
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August prices, - Ses 

The empty Manila streets on 26 Au- 
gust, a sight repeated in other provincial 
centres, in some ways gave a false im- 
pression of support. First, the solid sup- 
port given to the strike by bus and jeep- 
ney drivers meant most commuters sim- 
ply opted to stay at home. Secondly, 
most petrol retailers had temporarily 
stopped buying wholesale supplies in 
protest against the government's vacil- 
lation, another move that kept vehicles 
off the road. But for all that, the strike 
had won much public support. | 

The government's lack of direction 
continued right up to the moment the 
military revolt overtook it. In a move. 
that suggested vindictiveness, police ar- 
rested transport union and other labour 
movement officials during and after the 
strike, charging some with complicity in 
violent incidents. 

. One human-rights group, Task 
Force Detainees (TFD), said that 137 
trade unionists had been arrested over 
26-27 August in Manila and Cebu, the 
country's second largest city. By 1 Sep- 
tember, 49 still remained in jail, the 
TFD said. n 

The KMU had planned more trans- 
port stoppages for September, but after 
the military revolt it announced a 
moratorium. 

The picture of Manila and other 
major centres eerily empty of public 
transport reinforced a growing disillu- 
sionment with Aquino's 18-month-old 
government almost as much as the im- 
pression of disarray created by the latest 
military revolt and its inconclusive af- 
termath. For growing numbers of Man- 
ila dwellers at least, the government is 
now seen as weak and increasingly out 
of touch with ordinary sentiments. - 

That impression had accelerated 
during August, gaining momentum 
especially after the assassination of local 
government secretary Jaime Ferrer on2 
August (REVIEW, 13 Aug.), the first 
cabinet minister murdered in Philippine 
history. The publicity given to a number 
of false leads simply reinforced the gov- 
ernment's patent inability to arrest 
those who planned the murder. 

The Ferrer killing tops a lengthening 
list of other unsolved political crimes. 
These include attacks on and the occa- 
sional murders of prominent politicians 
and trade union leaders. Even the cir- 
cumstances behind the murder of the 
president's husband, Benigno, in 1983, 
seem destined never to be known. 

Behind these. basic bread-and-but- 
ter, law-and-order issues lie other con- 
cerns. The business community is visi- 
bly tiring of the succession of crises 
which retard overseas investment deci- 
sion. All in all, there is a yearning for 
order — and this is coupled to a growing 
sense also that Aquino's government, as 
currently constituted, remains power-. 
less to achieve that aim. | — James Clad 




































The Review Focuses on World B 


The World Bank has experienced its very own Big Bang this year with 3 major reorganisation dem 
signed to change the face of economic development in the 21st century. This shakeup, which will | 
entail several hundred redundancies at the Washington-based institution, is in line with radically — 


changed perceptions of development. 
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No longer will the Bank be expected simply to pour billions of dollars into alleviating poverty, — 
financing basic infrastructures or promoting agriculture and industrialisation. It will be expected to 


provide developing countries with an intellectual blueprint guiding the development of their. i 


economies as a whole — private as well as public sector. 


The Review’s Focus on the World Bank analyses development’s Big Bang and what it will mean 
both for the World Bank and for its client countries in Asia and elsewhere, as well as for commercial - 
banks and other private-sector institutions that collaborate closely with “he Bank. Focus also looks . 
at the changing role of the Bank’s Bretton Woods sister institution, the International Monetary 
Fund with the new (and more human) face of Michel Camdessus in command. 


As the world’s premier publication on Asian affairs, the Review is considered an essential part of 7 
the business day for over 200,000 senior executives in banking, industry, government and the pro 









fessions and no other publication has a greater command of their attention. 


In a Focus issue, this is even more true. 


N 


An advertisement in the FAR EASTERN ECONOMIC REVIEW continues to be the most cost | 
effective means of reaching Asia's decision makers. If your company is not already advertising wing 
us, why not start with this excellent opportunity by contacting: 


Ms Elaine Goodwin, General Sales Manager, Far Eastern Economic Review Ltd, GPO Box 160, ‘ 
Hong Kong, Tel: 5-293123, Fax: 5-8656197, Telex: 62497 REVAD HX. 3 


Other Focus in the Review are: 
Shipping & Transportation 

— October 29, 1987. 

Asian Investment Overseas 

— November 12, 1987. 

Banking, Finance & Investment in Japan 
— December 17, 1987. 
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SOUTH KOREA 


Rest in peace 





Police stop dissidents from politicising death of striker 


By Mark Clifford in Seoul 


S Daewoo Shipbuilding and 

ÍT Machinery striker Lee Sok 
Kyu was buried in his family graveyard 
in Namwon, in the southern province of 
Cholla, ending six days of growing poli- 
tical tension over who would control the 
body — and the legacy — of the martyr. 
The grisly struggle contributed to the 
tensest week here since ruling Demo- 
cratic Justice Party (DJP) leader Roh 
Tae Woo's 29 June democratisation an- 
nouncement. 

Rumours of a "September crisis" 
swirled around Seoul. Although the 
gossip apparently came from the 
stockmarket, many people take seri- 
eusly the prospect soon of a general, 
nationwide crackdown on all dissident 
activity. Fuelling the rumours was a new 
government campaign to root out “left- 
ists." And finally, a retired general who 
joined forces with the opposition had 
his house firebombed. 

The drama over Lee's body ended 
enly when police diverted the funeral 
procession en route to Kwangju, where 
dissidents and militant unionists hoped 
to stage the burial, and forced the pro- 
cession to the family gravesite in Nam- 
won. Lee was killed by a police teargas 
canister on 22 August. 

The dissident National Council for a 
Democratic Constitution  (NCDC), 
which wanted to use the funeral cere- 
mony as a platform for political protest, 
emerged as the week’s big loser. A call 
for a general strike fizzled immediately. 
Instead, the dissidents called for nation- 





wide demonstrations to mark the fun- 
eral, but only about 7,000 people par- 
ticipated in 13 cities, police estimates in- 
dicate. If the strike had gone ahead, it 
would have been the first of its kind 
since the Republic of Korea was 
founded 39 years ago. 

Meanwhile, the government has 
stopped releasing figures on the number 
of labour disputes, because of adverse 

ublicity. As of 25 August, there had 
en about 2,000 strikes countrywide 
since 29 June. 

The wrangling over Lee’s corpse 





marked the most determined attempt to 
politicise what has been largely an eco- 
nomic labour struggle. Dozens of dissi- 
dents descended on the Daewoo ship- 
yard in Koje, on the country’s southern 
coast, to try to use the strike and 
Lee’s death as a political platform. 
Lee’s parents rejected an NCDC de- 
mand that their son be buried in a 
cemetery in Kwangju, where dissidents 
slain by authorities during an anti-gov- 
ernment rebellion in 1980 are interred. 

The attempt to lead the funeral pro- 
cession to Kwangju came after the 
Daewoo union and Lee's family had al- 
ready agreed that he should be buried in 
the traditional family grave. When 
Lee's family resisted continued NCDC 
pressure to bury Lec in Kwangju's 
"Martyrs Cemetery," the Daewoo 
union reneged on its agreement with the 
family to bury Lee in Namwon. 

In Seoul, meanwhile, 5,000 riot 
police called out by the au- 
thorities in response to the 
NCDC's call for demon- 
strations to mark Lee's 
funeral, far outnumbered 
the protesters. Although 
the demonstration was held 
in the working-class area of 
Youngdongpo, it attracted 
an  apathetic response 
from passers-by. This was 
in sharp contrast with anti- 
government demonstra- 
tions in June, when protest- 
ers enjoyed mass support. 

The dissidents have 
been unsuccessful in 

liticising the country's 
abour struggles, yet the 
government has an- 
nounced a campaign 
aimed at leftist radicals. 
Hardliners have seized on 
the increasing militancy of 





Labour's political future 


The government is wary of a politicised workforce 


he future of South Korean labour as 

a political force is one of the thorn- 
iest issues the national assembly will 
face when it convenes on 20 September. 
^ general consensus exists 
bers of both the ruling | 
tice Party (DJP) and the major opposi- 
ton Reunification Democratic 
(RDP) that labour must have the right 
to aem strike and bargain collec- 
tively. 
But labour also wants an end to 
restrictions on its political activity. 
“Unions want the right to e in po- 
litical activity, to support po can- 
didates and to speak out on political is- 
sues,” said Harry Kamberis, South Ko- 
rean programme director for the Asian- 
American Free Labour Institute pro- 
gramme, which works with the govern- 
ment-sanctioned Federation of Korean 





Trade Unions (FKTU). “Now, they 
cannot, as organisations, comment on 
political issues.” 

The DJP is willing to help the unions 

more power within iviskilices, but 
it wants unions to remain politically 
powerless. 

The DJP promises that the govern- 
ment will no longer meddle in internal 
unions affairs. Now, the government is 
able to blackball union officials and re- 
verse internal policies. Workers in gov- 
ernment enterprises, except those in de- 
fence industries, will also be allowed to 
form unions, the DJP says. Most gov- 
ernment workers are currently prohi- 
bited from union activity. 

The RDP finds itself pinched be- 
tween the DJP and organised labour, 
and has failed to develop any com- 
prehensive platform on the subject. At 





the same time, it cannot vi 


court the su of more militant dissi 
dent unionists without alienating its 
more centrist — ood Because of 
this, and because con- 
trols the national assembly, he EKTU 
looks to the DJP for support. 


he RDP’s call for a neutral arbitra- 

tion committee to resolve the con- 
tinuing wave of strikes is its only labour- 
policy initiative of any significance. The 
committee, which would be made up of 
government, business and civic leaders, 
would replace the existing system of 
labour-management councils. Com- 
panies with more than 100 employees 


are ired to have labour-management 
ae j o these have been criti- 


cised for being management domi- 
nated. 

The DJP, however, has proposed 
extending the existing labour-manage- 
ment council system to include all com- 
panies with at least 50 employees. 
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dissidents to bolster their claim that left- 
ists must be dealt with severely. 

Prime Minister Kim Chung Yul call- 
ed on the nation to join together to de- 
stroy “impure leftist groups," which he 
said threaten the country's system. "An 
unflinching, stern response to radical 
forces constitutes the precondition to 
true democratic government," Kim 
said. 

While Kim stepped up the rhetoric, 
law-enforeement authorities sprang 
into action. Police and prosecutors said 
they have started tracking 1,618 people 
who they suspect of radical activities. 
The authorities said they are focusing 
closely on 208 hardcore activists. In- 
cluded among these are 68 people, who 
are wanted in connection with “leftist” 
activities; 33 staff members of the Seoul 
University Students’ Federation, and 
members of Chondaehyop, a nation- 
wide students organisation. 

A total of 52 people have been de- 
tained in connection with attempted 
demonstrations marking Lee s funeral. 

Along with the government's anti- 
leftist campaign, there are stiffening at- 
titudes among rightwing forces. Seoul's 

ossip network buzzes with talk of an al- 
eged split between doves, who are said 
to be grouping around DJP leader and 
presidential candidate Roh, and hawks 
who are said to be clustering around 
President Chun Doo Hwan. 

The hawks may be willing once again 

to embrace violence. Retired major- 

eneral Chong Ung joined the Council 
or the Promotion of Democracy on 26 
August as an adviser to opposition 
leader Kim Dae Jung. That night his 
house was firebombed. Chong had been 
in charge of an army divsion at Kwangju 
during the 1980 uprising. It is said that 
he was removed from active service 
after he refused to use violence to quell 
the disturbance. 










































Management complains that work- 
ers are factionalised, making it impossi- 
ble to negotiate an agreement that will 
stick. Some of the bitterest labour dis- 
putes in the past two months have been 

y divisions among workers. 

New legislation may also allow the 
formation of industrial unions to 
supplant company unions. South Ko- 
rean unions have been restricted to 
ow wo since 1980. Workers 
at Hyundai Motor, for example, cannot 
join forces with their colleagues at 
Daewoo Motor in a single union. Both 
of these enterprise unions are affiliated 
with an FKTU parent, the Federation of 
Korean Metal Workers. 

Economic officials are reluctant to 
allow industrial unions. “Whenever we 
talk about industry-wide unions, people 
here talk about the British example," 
said a senior Economic Planning Board 
official, who added that South Korea 
could “never allow" such powerful 
unions. — Mark Clifford 
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INDONESIA 


Course set for closure 


A daring newspaper provoked its own ban 


By Rodney Tasker in Jakarta 


g^ the cautious world of Indonesian 

journalism, where the toes of ruling 
politicians, military leaders and well- 
connected businessmen are not to be 
trodden on, the government closure of a 
newspaper is bound to cause alarm. Yet 
the revoking of the daily Prioritas' li- 
cence on 29 June has not led to the 
depth of despondency that might have 
Deen expected. 

Some Indonesian media circles, in- 
cluding Prioritas staffers, felt the news- 
paper had set itself on a deliberate colli- 
sion course with the authorities. So 
while editorial writers have undoubted- 
ty taken note of the warning Prioritas’ 
closure represents, there has been little 
discernible softening of oblique political 
commentary in a local press renowned 
lor its skills in circumspection. 

Unlike most of the other major 
Jakarta dailies, the short-lived Prioritas 
had no clearly defined readership com- 
munity. While the leading-circulation 
newspaper Kompas loosely appeals to 
the Roman Catholic community, Pelita 


to the Muslims, Suara Pembaruan to the > 


Protestants and the popular weekly 
news magazine Tempo to intellectuals 
and professionals, Prioritas quickly 
gained a wide circulation among all 
quarters in Jakarta. 

With its racy reportage, colour print- 
ing, and latterly risky editorial content, 
the peel built up a heavy circula- 
ton of 100,000 during its 14-month exis- 
tence. Its publisher, Surya Paloh, is a 





BANGLADESH 


Divide and poll 


wealthy businessman who became suc- 
cessful in the country's offshore oil- 
drilling industry. He is a leading 
member of Indonesia's ruling Golkar 

ouping, but more significantly he is 
rom Aceh, the enclave on the northern 
tip of Sumatra famed for its fiery, inde- 
pendent-minded devout Muslim com- 
munity. 

Paloh's deputy, in charge of editorial 
staff, was Panda Nababan, a Christian 
from Sumatra's equally spirited Batak 
community. "This was combustible 
material," commented one Jakarta 
editor. And sure enough, Prioritas 
puse its editorial coverage to the 
imits of what the government has never 
clearly demarcated as acceptable re- 
porting. 

The newspaper appeared to be par- 
ticularly critical of 
retary Sudharmono, whose business- 
man son, Tantyo, appeared in a hard- 
hitting interview in Prioritas shortly be- 
fore its closure. According to informed 
media sources, Prioritas’ editorial staff 
felt that if the newspaper took issue with 
Sudharmono, they would effectively 

ain immunity from government action 
rom another powerful official, armed 
forces chief Gen. Benny Murdani. 

Popular wisdom has it that Sudhar- 
mono and Murdani are rivals in the 
power stakes. It may not have been a 
coincidence that Information Minister 
Harmoko chose a time when Murdani 
was away in Singapore to issue Prioritas' 


A mid-term election could further split the opposition 


By S. Kamaluddin in Dhaka 


n à move to outwit the opposition, 

which has been clamouring for his res- 
ignation, Bangladesh President H. M. 

rshad has hinted at the possibility of 
mid-term parliamentary elections. 
Speaking to foreign correspondents re- 
cently, Ershad qualified his offer by 
adding that the poll would be held “if it 
helps the democratic process," and then 
teo at the "convenience of the govern- 
ment." 

While Ershad's offer sounded like a 
concession to the opposition, it could 
serve the cause of further splitting the 
already divided o ition ranks. De- 
spite fundamental differences, the three 
major opposition alliances — one led by 

+ 





the Awami League, the other by the 
Bangladesh Nationalist Party (BNP), 
and the third a leftwing grouping — 
came together in July to launch a 
nationwide movement. with the com- 
mon demand of seeking Ershad's resig- 
nation. 

Even as unprecedented floods in Au- 
gust — causing widespread damage to 
crops and property — forced the post- 
ponement of the movement, differences 
over plans after securing the president's 
resignation began to emerge. Awami 
League leader Sheikh Hasina Wajed 
said that as the main parliamentary op- 
position party, which was allegedly 
cheated out of its victory at last year's 
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closure order. Political sources say 
Sudharmono was indeed nettled by 
Prioritas' editorial policy. Interestingly, 
the newspaper, which originally styled 
itself as a largely economic journal, 
exploited a similar readership market in 
Jakarta to that of another bright daily, 
the popular Pos Kota, which is owned 
by Harmoko. 

But its critical political stance tended 
to match it with the heavyweight news- 
papers in Jakarta, and observers said 
the government might have been con- 
cerned that editorial writers in these 
felt competitive pressure to craft more 
QJ political commentaries. The of- 

cial reason given for Prioritas' closure 
was that it carried stories which were in- 
accurate and tendentious, and Har- 
moko later said its demise should 
ae as a warning to the press in gen- 
eral. 

Politics aside, commercial consider- 
ations appear to be gaining more of an 
edge in Jakarta’s media arena, where 


powerful State Sec- | EE 








election, the government should hand 
over power to her alliance. But the BNP 
and the leftwing alliances disagreed, 
calling for a general election under a 
neutral caretaker regime. 

As if to compound the opposition’s 
disarray, a new party — called the Free- 
dom Party — op d to the Awami 
League, was formally launched by ex- 
colonels Faruq Rahman and Abdur 
Rashid on 15 August. The timing was 
significant as it fell on the 12th anniver- 
sary of a coup led by these two officers. 
The coup ended the Awami League’s 
rule and resulted in the murder of the 
then president Sheikh Mujibur Rahman 
and most members of his family. 


SG after launching the party, the 
former colonels unleashed a tirade 
against the Awami League. The leaders 
of the Awami League responded by 
charging the government with sponsor- 
ing the Freedom Party and indicating 
that the BNP was favouring the coup 
leaders. 
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some 60 publications already compete. 
Existing publishers are already mon- 
itoring with some concern an appa- 
rent vogue among wealthy businessmen 
to consider setting up their own journals 
with not only profit, but prestige and 
ego-projection motives in mind. 


pi himself is refusing to say die. He 
is keeping on a hard core of about 30 
young editorial staffers — the oldest 
journalist in Prioritas was only 45 — 
while he sets about applying for a new li- 
cence for a journal with the intended 
name Realitas, ironically meaning real- 
ty. He has told them they will be em- 
ployed at least until next March, an ex- 
pensive exercise. Meanwhile, a new 
weekly news magazine, Editor, ap- 
peared on Jakarta’s streets on 27 Au- 
gust. 

The financial muscle behind Editor is 
thought to come from Indonesia's Panin 
bank. With an initial print run of 
135,000 and covering more social than 


Awami League general secretary 
Sajeda Chowdhury said on 15 August 
that none of Mujib’s killers and their as- 
sociates would be spared. She also 
pointed a finger at BNP secretary-gen- 
eral Obaidur Rahman and ruling Jatiya 
Party (JP) secretary-general Shah Moa- 
zeen Hossain — both of whom were 
ministers under Mujib and stayed on 
with the successor government. Other 
Awami League stalwarts described the 
former colonels and the Ershad-BNP 
combine as two sides of the same coin. 

Predictably, BNP leader Khaleda 
Zia shot back charging that the Awami 
League itself was using double stand- 
ards by remaining in parliament while 
also Pop the agitation on the 
streets. The BNP wants the Awami 
League MPs to resign from the legisla- 
ture, which could force a mid-term elec- 
tion. The Awami Lea does not 
favour a mid-term election as it fears 
that the ruling JP would rig the polls. 
Moreover, if the BNP, which opted out 
of the last general election, were to con- 
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political topics, Editor is clearly target- 
ed to challenge the well-established 
and respected Tempo, which sells about 
160,000 copies. Tempo has at times 
walked a tightrope with the authorities 
in the past, and was once suspended. 

There will inevitably be a commer- 
cial clash between the two weekly 
magazines, which observers fear may 
erode Tempo's carefully written and 
presented editorial content. Tempo has 
already brought forward its publishing 
day to coincide with Editors. The 
magazine was hit badly even before 
Editor went to press, when 30 of its 
editorial staff were lured to the new 
magazine. 

At the same time, the Kompas group 
plans to take over the management and 
editorial direction of the afternoon 
daily, Terbit, according to media 
sources. The move by Jakarta's biggest 
newspaper group could seriously chai- 
lenge the city's other main afternoon 
newspaper, Suara Pembaruan —the re- 
birth of the respected Sinar Harapan, 
which the government closed in Oc- 
tober 1986 after it carried a speculative 
story about the country's import 
monopolies, many of which are control- 
led by politically well-connected fig- 
ures. 

Although Information Ministry offi- 
cials say there are no other applications 
for publishing licences at the moment, 
media watchers say there are plans to 
open at least one more journal. In his 
national day speech on 15 August, Pre- 
sident Suharto warned that in con- 
solidating stability in Indonesia, “free- 
dom of the press must constantly be 
counter-balanced by adequate responsi- 
ae E But the current mood of the 
media in Jakarta may be less concerned 
about any alleged freedom of the press 
than commercial survival. Oo 


test the mid-term polls on an indepen- 
dent platform, that would cut into the 
Awami League tally. 

Analysts maintain that in the event 
of a mid-term poll, the JP would try 
hard to ensure that there is no electoral 
understanding between Hasina and 
Khaleda. On the other hand, the JP it- 
self might come to an understanding 
with the BNP. 

The BNP was formed 10 years ago on 
an ultra-nationalist and anti-Indian plat- 
form. It has moderated that stance in re- 
cent years after it began cooperating 
with the Awami League. But with the 
Hasina-Khaleda rift widening, the BNP 
could revert to its original platform. In 
that event, the BNP could move closer 
to the Freedom Party, further spoiling 
the Awami League’s chances. 

The allegiances of the o ition 
parties are changing so fast that even- 
tual ration between the BNP and 
JP cannot be ruled out. In turn, this divi- 
siveness could work to Ershad's advan- 
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By Vaudine England in Jakarta 
"he latest in a series of Indonesian 
- M trade delegations to Vietnam re- 
| zurned to Jakarta on 23 August follow- 
] ing a five-day trip in which problems of 
| dealing with the bureaucracy and credit 
_ germs were discussed. However, trade 
Between Indonesia and Vietnam has 
.been much easier to handle than any 
. diplomatic breakthrough on the Cam- 
5odia issue, currently stalled following 
Asean’s rebuff of Indonesian Foreign 
Minister Mochtar Kusumaatmadja's 
"cocktail party” proposal for talks be- 
| tween the anti-Hanoi Democratic Kam- 
"puchea coalition and the Phnom Penh 
regime. 
With the tacit support of the trade 
department and armed forces chief 
n. Benny Murdani, staff of the state 
ding firm Panca Niaga have visited 
noi regularly since an October 1985 
elegation set in motion trade in tex- 
les, fertiliser, cement and rice which 
as amounted to US$35 million over the 
past two years. — . i 
"The latest seven-member mission led 
y Panca Niaga head, retired general 
jukardi Odang, included William 
ryadjaya of the Astra Group, rep- 














. group and Sofian Wanandi, 














entatives of the Sandratex tex- | 


rts grow despite stalled Cambodia issue 


the private businessman brother of 
Jusuf, who heads the influential 
Centre for Strategic and International 
Studies. 

The group met Deputy Prime 
Minister Vo Van Kiet and Foreign 
Minister Nguyen Co Thach, along with 
Minister of Foreign Trade Doan Duy 
Thanh and Vo Dong Giang, head of the 
new Committee for Foreign Relations 
(which includes the new Investment 
Board). In addition, the group met the 
minister of culture. A Vietnamese cul- 
tural troupe is due to visit Jakarta in 
early November. 

To date, trade deals have been partly 
countertrade with the balance being 
made up by the Vietnamese in US dol- 
lars. The trouble with countertrade is 
simply that Vietnam has very few com- 
modities to offer Indonesia which it 
does not already have. Imports have 
consisted of garlic, ground nuts, soya- 
beans and green beans. 

Indonesia exported 200,000 tonnes 
of rice to Vietnam, providing two years’ 
credit, after which the Vietnamese must 
pay back in either cash or rice. This pay- 
ment falls due in April next year. Accord- 
ing to Sofian, there have been no pay- 


ment problems at all and, in fact, the In- 
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donesians are making a profit on the 


German past two years, including 
oviet  lomats here who have sinc 


be worki 








trade. — 

On the latest trip, the Indonesians 
had frank talks with the Vietnamese 
about the problems experienced so far 
in dealing with their bureaucracy. 
Another hitch is that the Vietnamese 
are requesting one year's credit on deals 
while the Indonesian maintain they can 
provide only six months. 

But the Indonesians came away with 
increased enthusiasm for more trade 
and, as Vietnam's new investment law 
comes into effect, for investing in tex- 
tiles and agriculture in Vietnam. (While 
foreign firms invest in Indonesia for its 
cheap labour, the Indonesians are look- 
ing to invest in Vietnam for labour 
which costs just Dong 700 a month, less 
than US$1.) 

“We consider ourselves a private 
group. Visits by Mochtar are nothing to 
do with us," said Sofian. However, the 
group reported to Mochtar and to the 
trade department on their return. The 
Asean position on trade with Vietnam 
is, at best, ambivalent. Trade is not en- 
couraged, nor is it illegal, and the gen- 
eral policy is to avoid giving any kind of 
subsidy to the Vietnamese. 

However, trade between Vietnam 
and fellow Asean member Singapore is 
estimated at about US$210 million 
annually. 

Sofian said it was time for Indonesia 
to catch up with its Asean neighbours in 
trade and to exploit private business op- 
portunities in the context of the Indone- 
sian Government's special relationship 
with Vietnam. rR | 



















WITH SUCH A CLASSIC CUT AND LACQUERED BUTTONS 
IT COULD ONLY BE THE DUNHILL BLAZER. 


^ T. 





^ 


"otto Sie 


Everything that carries the Dunhill name has to be the best of its kind. It has to have a lasting 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used to work the 
finest cloths, the supplest leathers and rarest metals. Dunhill has become a hallmark not just of 
inherent British values but of quality the world ove: 





The Dunhill Blazer. A rolled lapel is a sure indication of classic tailoring, white the design of 
the lacquered buttons adds that exclusive touch. In fact, the cut of this blazer ts such that im can be worn comfortably 
on beth formal or more casual occasions with total confidence 
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The BAe 125/800 has always had longer legs than 
other midsize business jets. 

It can fly non-stop 3000-mile legs, fully laden with 
6 passengers, crew and luggage. 

And when you fly 3000 miles in the latest 800, 
youll arrive feeling like you ve flown less. Thats how 
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Extend your legs in ext 


spacious its new open-plan cabin feels. 

Yet, despite giving you more room to stretch your 
legs, weve also packed in nearly 50% more luggage 
space: now 65 cu ft. 

And we ve done so without sacrificing one inch of 
its other comforts. 
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on its competitors as the world's best selling midsize 








You can still stroll about without banging your 


head. 
The airliner style toilet still affords you the same 


business jet. 
For further information contact: British Aerospace, 
privacy. Civil Aircraft Divisicn, Marketing Operations Centre, 
PO. Box 35, Stevenage, Herts SG1 2DG, England. 


And the galley is as generous as ever. 
Small wonder that the BAe 125/800 has the legs 
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Bashing the generals 


Austerity moves start a debate on the army's role 


By Husain Haqqani in Islamabad 
Ithough 20 months have passed 
since the end of martial law, few 
people in Pakistan believe the political 
role of the armed forces to be com- 
pletely over. 

Fears of a return to military rule are 
expressed each time communal violence 
breaks out, and opposition politicians 
say the survival of Prime Minister 
Mohammed Khan Junejo’s government 
ID entirely on the military's good- 
will. Conspiracy theorists claim the gen- 
erals are watching closely for the civi- 
lians to make a major mistake and 
would not hesitate to step in as soon as 
an opportunity presents itself. 

or his part, Junejo has steadily as- 
serted civilian authority while trying 
hard not to upset the military establish- 
ment in the process. But this appears to 
be an increasingly difficult task. The 
army has ruled for most of Pakistan's 40 
years of independence, and the influ- 
ence of serving or retired military men is 
pervasive in many fields. As a result, 
civilians have come to resent what they 
perceive to be the military's privileged 
position, while army officers look upon 
themselves as more disciplined and bet- 
ter equipped than civilians for almost 
any government task. 


e military sees itself as the stabilis- 


ing factor in an otherwise unstable pol- 
ity. Martial law is acknowledged as a di- 
version from the army's main duty of 
defending the borders, but the generals 
maintam that military intervention in 

litics has always been invited by the 
inability of squabbling politicians to re- 
solve their differences through constitu- 
tional means. 

Before lifting martial law, President 
Zia-ul Haq had introduced constitu- 
tional amendments which provided for 
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a military-dominated national security 
council to act in national emergencies, 
but the Wei was rejected by parlia- 
ment. Zia deferred to parliament's 
wishes reluctantly, and some generals 
observed pritately that the politicians’ 
refusal to accept a constitutionally de- 
fined political role for the military 
would lead to unconstitutional take- 
overs in the event of a breakdown of law 
and order. 

In recent months, the generals have 
appeared disturbed by rising criticism of 
the military by politicians and the 
media. Some of these attacks have been 
directed not only at previous years of 
military rule but also at the size of the 
defence budget and the degree of au- 
tonomy exercised by the armed forces. 

Critics say the military should be 
subservient to the civilian authorities, a 
concept accepted by all in principle but 
hardly practicable. The most disturbing 
feature from the military's standpoint is 
an attempt to create a civilian-military 
division by attacking the privileges and 
influence of generals. 


LO say they are only articulating 
popular grievances against military 
domination now that direct military rule 
is over. In their view, opposition to the 
military's political functions does not 
hamper its defence-related duties and is 
necessary if the military is to be kept out 
of politics. 

Other observers assert that fuelling 
anti-military sentiment could 
counter-productive. Friction between 
generals and civilian leaders would 
further weaken the political system, 
which is already operating under many 
pressures, Instead of cutting the gener- 
als down to size, such a situation would 


lead to erosion of the civilian govern- 

ment’s support base and would benefit 

litieal extremists as well as military 
ardimers. 

Juaejo’s decision not to re-employ 
retired military officers in civilian jobs 
seems a major irritant for the army's € 
brass. Until recently, retired generals 
could expect a number of well-paid, 
high-profile positions ranging from di 
lomatic assignments to executive jo 
in public-sector corporations. Serving 
senio- officers filled administrative jobs 
on deputation from the military and 
some retained these positions on con- 
tract after superannuation. 

Over the past year, several retired 
gencrals-turned-ambassadors have re- 
turned home and no new ones were ap- 
-— € Contracts of military men 

admg  public-sector corporations 
have generally not been extended. 

However, the military's supporters 
have focused attention on attempts to 
ridicule the top brass. Retired lieuten- 
ant-general Ejaz Azim, a former am- 
bassador to the US, sparked off a major 
controversy by writing a ne per arti- 
cle titled: "This general-bashing must 
stop,” in which he argued that public 
criticesm of the military was unfair be- 
cause active-duty uniformed personnel 
were prevented service regulations 
from entering public debate. His article 
was 2 response to Junejo's post-budget 
speech in parliament in which the prime 
minister had referred contemptuously 
to the large staff cars of army officers. 

Announcing a set of austerity mea- 
sures, which included giving up his own 
limousine, Junejo had said that generals 
were “no special species" and they too 
wouki have to use the small locally as- 
sembled Suzuki car rather than larger 
imported vehicles currently in use. 
Azim said that heaping scorn on mili- 
tary eaders amounted to D doubts 
in the minds of soidiers regarding the 
quality of their generals. 

Newspaper columnists and politi- 
cians rejected Azim's view, and the en- 
suing debate centred on the military's 
political role and privileges. “No one 
wouid bash the generals if the generals 
hadr^t bashed the people,” opo 
MP Javed Hashmi said. Several retired 
military officers also joined the con- 
troversy, pleading that a distinction be 
made between professional generals 
and e political ones. 

Zia, who is also chief of the army 
staff. has stayed above the fray. When 
Junejo declared there was no possibility 
of a »eturn to martial law, Zia supported 
the prime minister's assertion, sayin 
the armed forces had no desire to med- 
dle m politics. Although Junejo has re- 
maimed firm on the issue of re-employ- 
ment, austerity measures relating to 
staff cars are being implemented rather 
pe Zia and other service chiefs 

ave started using smaller cars, while 
other commanders have switched to 


using Jeeps. u 


I, 
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Socialisation of the military, or 


militarisation of the society? 


I? a recent address to the Institute of 
International Affairs in Sydney, the 
Australian ambassador to Thailand 
ated the impending “greening” of 
northeastern Thailand as evidence of 
the Royal Thai Army’s commitment to 
social justice and, by implication, 
Gemocracy. The ambassador was speak- 
ing on the role of the military in Thai- 
land's democracy. 

Whether the northeast becomes any 

ener as a result of more vegetation or 

e to more uniformed military person- 
nel — as in the long-standing Bangkok- 
ian joke about the greening of the capi- 
tal — remains to be seen. Of more direct 
political interest are the implications of 
army involvement in what have hitherto 
been civilian affairs and the army's own 
motive for such involvement. 

Of course involvement of the Thai 
military in rural development is nothing 
new. Since the regime of the late field 
marshal Sarit Thanarat (1957-63), na- 
tional development has been intimately 
bound up with issues of "security" in 
both the phrasing and implementation 
of particular programmes. 

At no time, however, has the con- 
nection been as strong or as obvious as 
in the period following the so-called 66/ 
2323 order and the associated amnesty 
policy of 1980, which provided for poli- 
tical as well as military approaches to 
cembating insurgency. Rebel returnees 
trom the forests are called “national- 
development participants," and the 
army has thereby carved itself out a role 
m rural-development work. 

Some of the army's rural program- 
mess following the 1980 order have been 
ecncerned directly with pacification of 
sensitive areas. In particular, resettle- 
ment schemes involving poor villagers 
m places such as Chong Chang in the 
south and Khao Khor on the north- 
nertheast border have given the military 
a civilian base of support in former areas 
of unrest. Meanwhile, there have been 
limited resettlement schemes for the na- 
tienal-development participants. 

However, a number of recent pro- 

mes have extended the army's role 
im village-level development program- 
mes beyond rehabilitation of areas or 
villagers directly involved in conflict. 
Strategic lines of so-called self-defence 
cevelopment villages have been estab- 
lished as a front line against future in- 
surgency. But the distribution of these 
villages is so wide that it is difficult to see 
how the potential battle lines were 
crawn — if indeed such a front-line po- 
siton against an external threat is the 
rationale behind self-defence develop- 
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ment status. Critics see the powers 
given. to village-development commit- 
tees in such villages as directed much 
more against a possible internal enemy. 

Other rural-development program- 
mes run by the army involve intensive 
training sessions with a strong emphasis 
on political, anti-communist indoctrina- 
tion. Two recent nationwide program- 
mes are the National Defence Volun- 
teers, under the control of the Internal 
Security Operations Command, and the 
National Reserve Defence Force, over 
which the army has direct control. 

A third programme, the so-called 
Dream of Peace, involves a mixture of 
local-level infrastructural development 
and ideological training, for which the 
military employs not only its own com- 
missioned personnel but also local dis- 
trict and provincial volunteers. 

A question surrounding these pro- 
grammes is what they bode for the role 
of the military in Thai society. 

First is to see the army as having a 
genuine preoccupation with social is- 
sues, notably the continued growth in 
inequalities between rural and urban 
areas, and a commitment to a democra- 
tic path. This line follows the Australian 
ambassador's comments, which in- 
cluded the suggestion that the army sees 
its duty as stepping in when other Thai 
institutions fail to deliver. 

In particular, army commander 


department of the University 


yey penne ne Une 


g 
of 








Gen. Chaovalit Yongchaiyut is seen as 
possessing a combination of social con- 
science with a foresight of impending 
tensions. This, of course, is in keeping 
with Chaovalit's role as prime architect 
of the 66/2523 policy. 

Such a benevolent interpretation of 
army involvement at the local level is 
problematic. An immediate question is 
how the army, which of all Thai institu- 
tions is the one least open to democratic 
control, can increase popular participa- 
tion in national decision-making by tak- 
ing over functions that would otherwise 
be civilian responsibilities. Further- 
more, it is difficult to see how the issue 
of personality can be dodged, especially 
with Chaovalit due to retire in 1988. The 
benevolence of a system dependent on 
unaccountable patronage can at best 
last only as long as the benign patron. 

A second, contrary interpretation 
of army involvement in local-level 
schemes is to see the militarisation and 
arming of village elites as repressive. It 
is a move designed to prevent the 
emergence of local opposition to sub- 
district heads, village heads, village 
committee members and others in posi- 
tions of power on whom the govern- 
ment is ever more dependent for the im- 
plementation of its rural-development 
strategy. The repressive interpretation 
can be extended to include the direct in- 
fluence that the military achieves over 
village life by such programmes. 


he problem with such a radical view 

of the army's local-level manoeuvres 
lies not so much in the reality of what is 
happening — for it is beyond doubt that 
the arming of village elites gives them 
potentially repressive powers — as in 
the conspiratorial assumptions behind 
the interpretation. It is far from clear 
that crude repression is what the army 
has in mind in implementing its pro- 
grammes. Furthermore, this view con- 
tains the same fallacy as the first in its 
monolithic assumptions concerning the 
army, and the continuing mistrust of 
Chaovalit among conservative elements 
in the military is clear evidence that 
motivations are far from uniform. 

A third, more sophisticated analysis 
of what the army is trying to achieve has 
been put forward by Suchit Bun- 
bongkarn, an associate professor at 
Bangkok's pi iy University. 
Suchit suggests in a forthcoming book 
that the military has been forced by the 
emergence of parliamentary politics to 
change the basis of its power. 

Whereas, in the past, popular par- 
ticipation was the antithesis of an in- 
creased military role, and the extent of 
participation was the key issue of con- 
tention between pro-participatory par- 
liamentarians and  anti-participatory 
soldiers, the recent entrenchment of 
parliamentary politics has led the mili- 
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tary into a-different sort of competition 
with the politicians. Competition is now 
over the participation of the masses, 
and Suchitsees army programmes at the 
local level as a means of establishing 
that mass support which will provide the 
basis for a participatory democracy in 
which the army maintains its key role — 
bizarre as that may sound. 

The problem with Suchit's analysis 
may lie not so much in his interpretation 
of the army's motivations in its local- 
level programmes as in their real mean- 
ing vis-a-vis democratic politics. It 
would appear that the political parties 
and the military are competing less over 
participation of the masses than over as- 
sertion of patronage. 

A fourth interpretation is closely re- 
lated to the previous one and that is to 
see the various programmes as em- 
bryonic political parties themselves. 
Prior to the 1986 election, before the re- 
tirement of Gen. Arthit Kamlang-ek as 
army commander, there was consider- 
able speculation on the establishment of 
a soldiers’ party, which might eventual- 
ly operate along the lines of Golkar in 
Indonesia, the ruling party — a coali- 
tion of military and bureaucratic elites. 

The setting up of a military trading 
company, called the Company of the 
Masses, was seen as a potential financial 
base for such a party. That this failed to 
come to fruition last year had not en- 
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tirely quelled speculation over Golkar- 
type ambitions in the army. 

The decline of Arthit's influence fol- 
lowing his ousting as army commander 
put paid to ideas that such a course was 
imminent. Of longer-term significance 
— which makes a Golkar clone unlikely 
to emerge in Thailand — is the endemic 
lack of unity within the army, together 
with the increased political strength of 


€ it would appear that the 
political parties and the 

military are competing less 
the 


over participation o 
masses than over assertion of 
patronage.? 





civilian political parties. These are sup- 
ported by the increasingly confident 
urban middle class, who are unlikely to 
accept the return of blatant bureaucra- 
tic rule in any guise. 

That brings us on to a fifth and final 
possible motivation on the part of the 
army for its involvement in rural deve- 
lopment: the need to legitimise its role 
and, concomitantly, its budget. Con- 
suming about 30% of the public purse, 
the Thai military has never before had 
to justify its slice to the present extent. 
Decline of military activity by the Com- 
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munis: Party of Thailand (CPT) led to a 
need for a new enemy amd this was 
found in the same event that played 
such a large part in the CPT's demise — 
Hanor's occupation ef Cambodia. 

Recent events at Chong Bok in the 
far northeast have shown that the army 
has ne problems in justifying its role as 
ie al of the nation against a threat 

om the east. but the prospect of a Viet- 
namese withdrawal from Cambodia by 
1990 and the potential easing of military 
tension on the border cannot help but 
concern those who asm to maintain mili- 
tary budget allocations at present levels. 
What better a new enemy than rural 
poverty as a target fer combat? 

At the same time. the army is able to 
take advantage of a current mood of dis- 
illusionment with elected politicians to 
encroach on affairs that would other- 
wise be in the civilian domain. This is 
not incompatible with the emergence of | 
a new commitment of military person- 


nel to rural development, easing the | 


plight of the rural poor and aiming for 
social justice. These goals are taught in 
local level training programmes and are 
directed against the business-parlia- 
mentary alliance. 

The question with which we may be 
left is whiethes this apparent socialisa- 
tion of the military will prove to be one 
and the same thing as militarisation of the 
society — particularly in rural areas. El 
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Flying into the future 


Fighter brings more turbulence to US-Japan relations 


By Nigel Holloway in Tokyo 
J apan’s imminent decision on the de- 
velopment of a new generation of 
support fighter aircraft, codenamed 
FSX, is forcing Prime Minister Yasu- 
hiro Nakasone's government and its US 
ally to think a lot harder about their 
military relationship. The issue is whe- 
ther Japan will develop its own fighter 
to be introduced into service in the mid- 
1990s and for use well into the next cen- 
tury. The alternative is to invite the US 
tə cooperate in its development. 

If Japan decides to go it alone, the 
FSX will be the most significant techni- 
cal development for. the. country's 
armed forces since the end of the Pacific 
war and will place its military power on 
a new footing. Japan's Asian neigh- 
bours are likely to interpret the move as 
signifying the possible re-emergence of 
militarism. And the US, meanwhile, 
fears that the FSX will give Japan the 
Start it needs to build a world-beating 
aircraft industry, both civilian and mili- 


The US attitude towards the Japan- 
ese armed forces is ambiguous. It wants 
its ally to have a strong defence, but not 
if it means the evolution of a more au- 
tonomous defence policy. Japan's 
feelings on the subject are equally 
ambivalent. Many in the country's 
defence establishment believe 
they are too dependent on the US 
for hardware and technology, and 
the strength of their desire to 
change this dependence has taken 
2] by surprise. But Japan 
needs the US nuclear umbrella. 
Lacking any political consensus 
om defence posture, Japan still 
seems unwilling to shoulder a big- 
ger share of the burden of keeping 
the peace. 

urrently, the signs are that in 
the wake of the Toshiba affair the 
US and Japan will reach a com- 
promise on the development of a 
new support fighter. Even if the 
issue is resolved this time, a simi- 
lar issue is bound to arise in the fu- 
ture because of the pov dis- 
parity between the US' military 
obligations around the world and 
those of Japan. The economy of 
Japan is half the size of the US, 
but defence spending is less than 
one-tenth, notwithstanding the 
rise in the yen. There is something 
a little odd about the world's 
biggest debtor nation being re- 
spensible for much of the defence 
of the biggest creditor country. 
Mereover, the Japanese have 
reached broad technological par- 


ity with the US, even in some military 
spheres. 

Further, as the size of the Japanese 
economy approschns that of the US, is 
the West willing to see a Japan armed 
in direct proportion to its economic 
power? If that is an uncomfortable pros- 
pect for capitalist countries, consider 
the attitude of defence planners in Pe- 
king and more particularly Moscow. 
Nowhere else does the Soviet Union 
face so formidable a potential foe so 
close to some of its vital military bases. 

The friction over the FSX does not 
bode well for future US-Japan military 
cooperation. For more than two years, 
the Japan Defence Agency (JDA) has 
been working out how to replace its age- 
ing F1 fighter by the mid-1990s. It has 
considered three options: to upgrade an 
existing fighter, to buy from abroad or 
to develop an entirely new fighter. 


For the start a very strong lobby of 
Japanese defence contractors was 
intent on building a new aircraft incor- 
porating the latest local technology 
from nose to tail. Only the jet engines 
and the ejector seats were reckoned to 
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be beyond their capability. Led by Mit- 
subishi Heavy Industries (MHI), mak- 
ers of the Zero fighter during World 
War II, a consortium of five firms 
formed for the project has regarded the 
FSX as the means of breaking into the 
international aircraft market, the only 
manufacturing one in which the Japan- 
ese have not made a significant impact. 

They have enjoved strong support 
from bureaucrats, particularly in the 
Air Staff Office of the Air Self-Defence 
Force and the JDA’s Technical Re- 
search and Developmment Institute 
which produced a study in late 1985 
showing that Japanese industry could 
produce the fighter at an acceptable 
cost. 

Officially, the US administration has 
said that the choice of FSX develop- 
ment was an internal matter. As US De- 
fence Secretary Caspar Weinberger told 
a Japanese newspaper four months ago: 
"The most important point is that Japan 
should obtain a cost-effective, modern 
fighter y le of meeting Japan's de- 
fence goals." Privately, the Reagan ad- 
ministration and US arms producers 
were lobbying hard for Japan to cooper- 
ate in developing a Japanese version of 
a US fighter, of which McDonnell 
Douglas' F/A18 Hornet was regarded as 
the front-runner. 

Japanese defence companies had ini- 
tially hoped to see a JDA decision in 
their favour in mid-1986 which would 
then be included in the following year's 
budget, but a decision was delayed 
under pressure from the US which 
insisted that the JDA should 
make a closer appraisal of other 
options. Last October, McDon- 
nell Douglas and another US con- 
tender, General Dynamics, came 
to Tokyo to explain what they had 
to offer based on specifications 
given to them by the JDA. 

According to a report in the 
magazine Tokyo Business Today, 
the US companies say they were 
presented with 64 requirements 
for the new aircraft, prescribing 
such things as the desired range, 
payload and speed, and were set 
the almost impossible task of giv- 
ing their detailed responses in 
only a few days. The Japanese say 
the requirements had already 
been sent to them via the US De- 
fence Department, a claim denied 
in Washington. 

A contentious issue has been 
the expected cost of the pro- 
ject. The Japanese consortium 
has claimed that the entire 
research and development budget 
for its new aircraft would not 
exceed ¥200 billion (US$1.4 
billion). But the US Defence 
Department suggests that the 
Japanese cannot do the job for 
less than double that estimate, 
and probably about four times 
that sum. 
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In addition, officials 
there say, the cost already 
incurred in research into 


new flight, radar and 
"stealth" technology is 
not included in the 


budget. At another set of 
meetings in Tokyo in 
April, the Japanese firms 
said they could produce 
170 aircraft for the JDA 
for US$6.5 billion. The 
Pentagon says the true 
cost more likely would be 
double that figure, but 
the Japanese side argues 
that this fails to take ac- 
count of their higher pro- 
ductivity. 

Whatever the techni- 
cal arguments, political 
pressure in Japan to opt 
for co-development has 
mounted since the furore 
over the sale of sophisti- 
cated milling machines to 
the Soviet Union by a 
subsidiary of Toshiba, the 
Japanese electronics 
giant, in violation of rules 
controlling sensitive ex- 
ports to the communist 
bloc. The Pentagon says 
the machines, sold in the 
early 1980s, helped the 
Soviet Union to produce 
propellers which enabled 
their submarines to travel 
more quietly, thus mak- 
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Notes: 1. Data available trom “Miltary Balance 1985-86" (Figures for Japan show actual strength as of e end oí fisca 1985). 
2. The number of US forces personnel stationed in various countries in the total of asmy personnesand marines. 

3 Ranh Bay are a part of the Soviet forces in the Far East. 4 

s i ria indicate the number of divisions —— R , „e | Â 







ing them more difficult to 
detect. 

During his trip to 
Tokyo in June, Wein- 
berger is reported to have — "EVIEMwrssr Tano 








told the JDA director-general, Yuko 
Kurihara, that if Japan decides to deve- 
lop its own fighter aircraft, congres- 
sional anger in Washington over its 
ally’s trade practices might become un- 
controllable. Nakasone indicated he 
had got the message when he told a 
Japanese TV interviewer on 12 August: 
“We should place the highest priority on 
stabilised security ties with the US when 
we think about the Toshiba case and the 
next fighters.” 


O: 18 August a group of Japanese 
aircraftmakers left for Washington 
to discuss possible cooperation on the 
FSX with US firms. A final decision 
may be made by Japan before Kurihara 
goes to Washington later this month. 

If “Japan bashing” does get out of 
hand, resentment in Japan towards the 
US will grow. And if the domestic cgn- 
sortium hoping to build FSX is any 

ide, industrialists will see a more 
orceful commercial logic in a 
nationalistic defence policy. The soured 
atmosphere may also harm one of the 
most promising areas of defence coope- 
ration, the transfer of technology. The 
Toshiba affair will probaby slow down 
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the two-way flow of military research. 
Japanese companies, for their part, 
are now more wary of becoming in- 
volved in Reagan's US$26 billion 
Strategic Defence Initiative (SDI), even 
though an agreement between the two 
overnments for Japan to take part in 
DI was signed on 22 July. They will 
think twice about working in areas 
where they may be held responsible for 
the handling of secret information. 
Also, the publicity could be dangerous: 
in 1974, a bomb made by leftwing ex- 
tremists exploded at the Tokyo head- 
uarters of MHI, Japan's biggest de- 
ence contractor, killing eight people. 
Firms fear that the unpublished reg- 
ulations governing the agreement will 
ive the Pentagon too much power to 
ecide whether and how the technology 
can be exploited commercially. Patent 
rights to the technology will be vested 
with the US Defence Department. 
What is more, the idea of SDI research 
is unpopular among some of the Japan- 
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ese scientists who might be expected to 
do the work. A poll of 3,500 researchers 
showed that 80% were against partici- 

tien in SDI and only 4% were in 
avour. | 

Washington has expressed strong in- 
teres! in acquiring Japanese military re- 
search since the early 1980s, but since 
the first exchange of diplomatic notes 
four years ago, the transfer can only be 
described as a trickle. Only three trans- 
fer deals have been approved, two for 
the sale of ship-building technology for 
the construction of zrmed US oil-supply 
tankers. The other. for image-forming 
technology to be used for guiding mis- 
siles, was to have been supplied by 
Toshiba and appears to have become a 
victim of US anger over the machinery 
sale to the Soviet Union. Washington 
defence sources suggest that the deal 
may only have been temporarily sus- 
pended. 

Japan has a technical edge in several 
fields which have defence applications, 
inclading optical fibres, microchip pack- 
aping and opto-electronic connectors. 

of this knowhow, though, is avail- 
able on the market or is already in use 
by the Pentagon and its contractors. 


2 37 





Directing shadow plays 


The US and Japan forge more equal defence relationship 


he Japanese defence budget for the | issued after then prime minister Zenko 


fiscal year starting next March, if ap- 
proved, is expected to total ¥3.74 tril- 
iron (US$26. 12 billion), a rise of 6.2% in 
real terms over the previous year. At 
that level, Japan's defence spending is 
roughly on a par with France and Bri- 
tain, which, unlike Japan, have large 
nuclear-arms programmes. 

Defence spending in yen terms has 
nsen 5.6% a year from 1982-86, after 
discounting inflation. Expressed in US 
dollars, the increase is far more drama- 
tic — annual military expenditure has 
doubled in the past three years. 

An ample budget enables the JDA to 
buy a lot of hardware. Its latest shop- 
ping list includes over-the-horizon radar 
to detect enemy aircraft within a 1,900- 
mile radius, airborne early-warning air- 
craft and Aegis guided missile ships. It is 








Nakasone; USS Carl Vinson enters Yokosuka harbour; Suzuki: domestic controversy. 


not yet known when exactly the pur- 
chases will be made. Japan already has 
more than 50 modern destroyers and fri- 
gates, 14 submarines, 430 combat air- 
craft and 1,100 tanks — a not unimpres- 
sive arsenal for a country. whose con- 
stitution renounces war and the posses- 
sion of “war potential." 

Japan has justified its build-up of 
military capability by making a semantic 
distinction between "individual" and 
"eollective" self-defence. On the strict- 
est interpretation of the constitution, 
defence cooperation with the US of any 
kind is a form of collective self-defence, 
even if the intention is to help Japan de- 
fend itself better, and is therefore not 
permissible. Since Nakasone became 
prime minister in 1982, he has forcefully 
argued the constitutionality of the Ja- 
panese navy moving outside the 12-mile 
territorial limit in time of war to support 
US forces sent to defend Japan. 

Six years ago, the mere use of the 
term “alliance” in a joint communique 

* 


tensive this geographic area stretches 


Suzuki met President Reagan created 
such a storm that Japan's foreign minis- 
ter was forced to resign. By comparison, 
there was little domestic response when 
Nakasone declared at the 1983 Wil- 
liamsburg Summit of seven democratic 
leaders that “the security of our coun- 
tries is indivisible and must be ap- 
proached on a global basis. " 


The official Japanese Defence White | 


Paper of 1987 is vague on the breadth of 
interpretation of self-defence: “The 
necessary minimum force to defend 
Japan employed in the exercise of her 
right of self-defence is not necessarily 
confined to the geographic scope of the 
Japanese territorial land, sea and 
airspace. However, it is difficult to 
make a wholesale definition on how ex- 


because it would vary with the separate, 
individual situation.” 

Recently, Nakasone hinted that this 
area could stretch as far as the Gulf, 
from which more than 70% of Japan’s 
oil is supplied: He said in parliament 
that “even if the maritime self-defence 
forces [the Japanese navy] send mine- 
sweepers, that would not amount to 
foreign deployment because it would 
not constitute a use of military force.” 


ut the prime minister added that it 
would be “inappropriate” to do so, 
since the navy may become involved in 
the Iran-Iraq War, and stressed that Ja- 
panese diplomacy in the area was still 
the best way to proceed. A few days 
later, Nakasone said Japan was pre- 
pared to help pay for an international 
minesweeping operation in the Gulf. 
Semantics is important for Japan’s 
defence relationship with the US. After 
all, the country adheres to three non- 
nuclear principles — neither possessing, 





producing nor permitting the introduc- 
tion of nuclear weapons into Japan — 
yet it is commonly assumed that it al- 
lows nuclear-armed US vessels into its 
ports. 

This takes the form of a shadow play. 
The Japanese Government says that if 
the US wishes to put nuclear-armed ves- 
sels into a Japanese port, it must consult 
the Tokyo authorities. Since it has never 
been consulted, the government says, it 
is confident that no US vessel with nu- 
clear warheads has ever visited Japan. 

Japan's role in the defence relation- 
ship is to provide rent-free land, access 
to airspace and other facilities for the 
US Fifth Air Force and Seventh Fleet 
close to the Soviet ports of Petropav- 
lovsk on the Kamchatka peninsula and 
Vladivostok, and the Soviet Backfire 
bomber bases. It also spends more than 
Y 275 billion a year maintaining the US 
bases. 

In return, the US is committed to 
help repel an attack on Japan, under the 
terms of the 1960 security treaty. The 





two nations' armed forces are meant to 
be complementary, with the US provid- 
ing the offensive power, such as long- 
range bombers, and the Japanese the 
defensive force, such as minesweepers. 

In response to the rapid increase in 
Soviet naval and air power in the Pacific 
in the past 10 years, the definition of 
Japan's defence cooperation with the 
US has been stretched beyond that ori- 
ginally envisaged. The two govern- 
ments — at Japanese prompting — 
agreed in November 1978 to step ni 
their military coordination throug 
joint defence planning, swapping intel- 
ligence and logistical support. This form 
of coópefetión has probably progressed 
better than either side expected. 

Since 1980, Japan has participated in 
"Rimpac," or Rim of the Pacific exer- 
cises, involving ships from the US, 
Canada, Australia and, last year, Bri- 
tain. Wargames with the US are becom- 
ing more sophisticated. In the year to 
March 1987, there were three com- 
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mand-post exercises with the US and 
four field-training exercises for ground 
forces — as well as one anti-submarine 
and seven air-combat training sessions. 

The two countries conducted their 
first joint field training exercise last Oc- 
tober. Compatability between equip- 
ment is improving — Japan's P3Cs 
routinely take over maritime patrols 
from the US Navy, though communica- 
tion between the armed forces' respec- 
tive computers is still limited. Two joint 
military plans, including the defence of 
Japan's sealanes, have been Mire ot 

Closer cooperation with the US 
armed forces began before Nakasone, 
but it has accelerated under his leader- 
ship, widening the grey area between in- 
dividual and collective self-defence. In 
1983, Nakasone did away with a com- 
prehensive ban om exports of military 
technology by making an exception for 
sales of such knowhow to the US. 


wo years later, the US opened its 

fourth military base in Japan, at Mis- 
awa in northern Honshu, deploying 50 
F16 strike aircraft. In addition, the deci- 
sion made in 1976 to limit defence 
spending to 1% of GNP was abandoned 
when military expenditure crept above 
the ceiling in the budget for the current 
fiscal year. 

The build-up means that Japan's top 
brass can defend itself against accusa- 
tions from their US counterparts about 
failing to meet the self-defence needs of 
Japan. But it raises the question of 
where the country's defence planning 
proceeds next. 

The Japanese Government's guide- 
lines of 1976 were for the defence 
forces to defend the country against 
a small-scale conventional invasion. 
Suzuki, five years later, added the re- 
quirement to defend several hundred 
miles of surrounding waters and the sea- 
lanes to a distance of 1,000 miles. Once 
these ambitious aims are achieved by 
the early 1990s, as planned, what 
next? 


The US and Japan have agreed on | 


the strategic importance of the three 
straits — Tsushima, Tsugaru and Soya 
— to the west and north of Japan, and 
have worked out ways of closing them 
off to Soviet naval fleets, sources say. 
But some members of parliament have 
said they are worried about Japan's re- 
T: to a US request to help close off 
the three straits if the US and the Soviet 
Union rattle sabres in another part of 
the world — such as the Middle East. 
The planned growth of Japan's mili- 
tary power as outlined in the five-year 
defence programme to March 199] is 
expected to continue after Nakasone, 
says Masashi Nishihara, professor of In- 
ternational Relations at the National 
Defence Academy. But none of the can- 
didates to succeed the prime minister 
appear to be as positive as Nakasone in 
expanding Japan's defence role, he 


said. — Nigel Holloway 


«4 
AEE 4E. —— = Y 
SONOMIC REVIEW e 10 SEPTEMBER 1987 





| —— — — | ———— Ope ma 
VP eet lo aW EA di E x wal ba NCC 






X a 2 


“Were looking 
for the 
unpopular, 
e misunderstoo 
and the 
undiscovered 











in Asia” — 
| 
| 
2 
n 
F.P. Special Assets Ltd. is a public listed Hong Kong ‘ 
company which takes a non-conformist approach to investing. — | | 
We identify and acquire assets in the Asia/Pacific Region : 
| 


which are unpopular, misunderstood or undiscovered in ; 
order to exploit the gap between the market's perception of | 
the asset's value and its real value. 
F.P. Special Assets Ltd.'s skilled management identifies -H 
and researches potential acquisitions — either property or př 
company assets — and uses its corporate finance, securities E 
and real estate expertise to realise their true value. | 
If vou would like more information, send for our 
Annual Report. 


al | 


Mail to: Robern L Meyer, Managing Director, FP. Special Assets Lid 
24th Floor, Two Exchange Square, 8 Connaught Place, Central, Hong Kong. B 


[ 
i 
| 
I 
| 
I 





Laue en, L i DRR AUR 


Ay F.P. Special Assets Ltd. 


24th Floor, Two Exchange Square, 8 Cennaught Place, Central, Hong Kong. 


B ^" E 


B 


-— — 


UC" ENG — 


Sr Pres rp ma 


f Still comrades in arms 


The Japan-US strategic link remains strong despite trade feud 


By Robert Manning in Washington 


he irony was striking. As US con- 
essmen smashed Toshiba radios 
on the steps of the US Capitol and pass- 
ed laws banning Toshiba imports, the 
US and Japanese navies, with little fan- 
fare in July, held their first ever direct 
navy-to-navy talks in Honolulu to im- 
prove coordination in anti-submarine 
warfare. So, despite current friction be- 
tween Washington and Tokyo over the 
"Toshiba Affair" and trade issues, the 
US-Japan strategic partnership con- 
tinues to expand steadily. 

US officials generally have been 
pleased with Japan's relatively swift 
moves to tighten export-control proce- 
dures in the aftermath of the Toshiba 
Affair, though there remain sceptics in 
both Congress and the Pentagon. In 
addition to increasing its financing of 
Cocom, the Paris-based industrialised 
mations coordinating committee that 
licenses exports to the Soviet bloc, 
Tokyo is implementing a range of other 
measures to address security concerns. 

These measures include doubling its 
inspection force from 40 to 80 — the 
US, with far less trade to the Soviet 
Union and China, employs 620 such of- 
ficials — giving the Japanese Foreign 
Ministry and the JDA a role in the ex- 
port-control system and providing for 
teugher penalties for violations. Export 
control has traditionally been domi- 
nated by the Ministry of International 
Trade and Industry. 

Such moves, the REVIEW has learn- 
ed, has led the Pentagon to lift a tem- 
porary suspension on Toshiba from bid- 
ding for US defence contracts. 

eanwhile, Japan's more assertive 
aee posture in the 1980s makes it es- 
sentially an adjunct to the US Seventh 
Fieet, with a role critical to US forward- 
deployment strategy. In the event of a 
emsis in Southwest Asia or in the 
Mediterranean, requiring the deploy- 
ment of the Seventh Fleet, Japan could 
mobilise its navy to fill part of the 
vacuum. Japan's key role would be to 
eontrol the passages through the Soya, 
T-ugaru and Tsushima straits, which 
provide the only access to the Pacific for 
the Soviet fleet, thus “bottling up” 
Seviet forces in a crisis. 

As US congressional sceptics are 
quick to point out, however, that com- 
mitments on Pee and actual capa- 
bilities are two different things. None- 
theless, Japan has methodically moved 
towards fulfilling its agreed roles and 
missions. The most recent Pentagon 
report to Congress on allied burden- 
sharing concluded that if Japan’s cur- 
reat five-year defence programme 
continues to be fully funded, by 1990 it 
wil possess at least the minimum capa- 

v 


bility to meet its defence requirements. 

Pentagon sources said a follow-on, 
five-year plan will tdi Japan with 
even greater capabilities to fulfil its ag- 
reed tasks. Despite congressional de- 
mands that Japan drastically increase its 
defence spending, a Pentagon official 
told the REVIEW: “Japan can do all that 
needs to be done militarily, spending no 
more than 1.2% to 1.5% of its GNP 
over the next decade.” 

US officials say Japan has already 
dramatically improved its air and anti- 
submarine defences. Along with im- 
proved early warning — Japan is now 
studying over-the-horizon radar and is 
expected to order early warning surveil- 
lance aircraft in coming years — it “has 





first class air defences, as good as 
frontline Nato defences and an anti-sub- 
marine barrier as good as any in the 
world," a Pentagon official said. 


Ti Pentagon official added: “Why 
do you think the Soviets are always 
screaming bloody murder?” Hopes of 
reducing Japan’s anti-submarine war- 
fare capabilities, say US officials, were 
behind Soviet leader Mikhail Gor- 
bachov’s proposal to reduce such ac- 
tivities in the Pacific in his July inter- 
view with the Indonesian newspaper 
Merdeka. 

Perhaps the most important current 
symbol of the US-Japan military part- 
nership — and the most contentious 
outstanding military issue between the 
US and Japan — is Tokyo’s proposed 
FSX project, the next generation fighter 
Tokyo is seeking to deploy by 1997. 

e US has been working overtime 
to dissuade Tokyo from building its 


own aircraft. Instead, the US has been 
pressing Tokyo to either buy existing 
state-of-the-art US fighters, such as the 
F16, or co-produce a new fighter based 
on the Fl6 or F18. 


Given the US-Japan trade deficit, 
there is congressional pressure on Japan 
to purchase 100 fighters — which would 
cost some US$4 billion. The grave con- 
cern of Pentagon officials is that the 
FSX dispute could mark the first time 
the trade issue spilled over into the secu- 
rity relationship, which they have care- 
fully kept on a separate track. “There 
will be hell to pay with the congress," a 
Pentagon official said, “if the Japanese 
go ahead with their own plane." 

A senior Pentagon official conceded 
to the REVIEW, however, that existing 
US fighters do not meet Japanese re- 
quirements. “A qe, se buy doesn't 
make sense," the official said, "the 
aircraft they want are not exactly 
what we've got, they have different 
missions in mind." 

US officials — particularly De- 
fence Secretary Weinberger dur- 
ing a June visit to Japan — have 
been pressing Tokyo to opt for co- 
production. They argue that de- 
veloping an entirely new aircraft 
would, to a large extent, *reinvent 
the wheel," as a US official put it, 
that the costs (by some estimates 
in excess of US$10 billion) would 
soak up Japan's defence budget 
and that a different fighter would 
decrease compatibility with US 
forces. 

A senior US official said he ex- 
pected Japan would decide in fa- 
vour of modifying an F16 or F18, 
which would meet Tokyo's needs. 

While rarely discussed, one US 
fear looming behind the FSX de- 
bate is that as Japan develops as a 
major military power, it will be- 
come more independent. A US 
Government analyst speculates 
that in a decade, Japan will have 
independent capabilities similar to Bri- 
tain or France and he fears that Japan's 
military-industrial base may become in- 
compatible with that of the US. 

But this is decidedly a minority view. 
Ironically, US attitudes may be pushin 
Tokyo in that direction. A Pentagon of- 
ficial was sharply critical of a July US 
House of Representatives resolution 
demanding that Japan spend 3% of its 
GNP on defence. “If they did that,” the 
official said, "it is highly unlikely they 
would remain non-nuclear.” 

For now, such scenarios remain fic- 
tion. US officials say that the US-Japan 
military partnership has become well in- 
stitutionalised over the past six years 
and is unlikely to be altered by any suc- 
cessor to Nakasone. The one area 
where US officials would like to see 
Tokyo go beyond its present pattern of 
behaviour in regard to security is to in- 
crease its foreign aid to Third World 
countries. o 
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When the world went travelling in 1986, Holiday Inn was their first choice as the right place 
to stay. In fact, last year we sold over 69 million room nights in ower 1,642 Holiday Inns 
worldwide. More than any other hotel chain. 

Holiday Inn commands the prime location for business and leisure in every corner of Asia 
and The Pacific. And our guests keep choosing Holiday Inn because they find a consistent high 
standard of comfort and service, at truly affordable ^. ^ ^ ,oc4now.coweconr« VALUE ———— 


prices. EU ] 
B OEE TA The Worlds First Choice 
door and we'll keep on doing those things right. A XA efdlo) Onn 
ASIA * PACIFIC 


For further information and reservations: 

Contact your travel agent any Holiday Inn or our Regional Director of Sales, c/o Holiday Inn Asia-Pacific, TST PO Box 98468, 70 Mody Read, Kowloon, Hong 
Kong. Td: 37215161, Telex HX38670, Cable: INNVIEW, Fax: 3695672 

29 Holicay Inn Hotels in Asia-Pacific: Bangalore * Beijing + Bombay + Colombo + Guilin + Hong Kong * Islamabad + Johor Bahru + Kanazawa * Karachi 
* Kuala bumpur + Kuching * Kyoto + Manila + Nagasaki + Narita * Osaka * Penang * Phuket * Singapore * Surfer: Paradise Australia * Sydney * Tokyo 
* Toyohshi * Yokohama 





C.PO. BOX 2810 SEOUL, KOREA 
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WORLDWIDE SUCCESS IN ONL 


In 1967 the Daewoo Group opened for business with $9,000, fi 
employees, and an order for a small shipment of inexpensive shirts. 
Twenty years later, Daewoo is one of the world’s most diversified 
dependable suppliers with 1986 sales of over ten billion dollars. 
From heavy machinery to microtechnology, from aerospace to 
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unications, from compact cars to compact disc players, 
manufacturing challenge too big or sophisticated for 

t. Why not let the same innovation that expanded 
a million-fold in just twenty years bring some of 
goals within reach. 





When you've an important 


L Jg 


at the end of your journey. 





Wiis our prime objective is always to help our passengers arrive in better shape, we appreciate 
that there are some equally important people waiting at the end of your journey. That's why we're continuing to 
develop and increase the number of our popular long-haul, non-stop flights. And inside Asia maintain our 
comprehensive network and convenient schedules. 

Our pilots are picked from the best the world has to offer. And our cabin attendants, chosen from ten 
Asian lands, take pride in making your journey as relaxed as possible. 

So you can be good company as soon as you get off the plane, rather than recovering just in time 


for your next trip. 








Arrive in better shape 


= The Swire Group $ 




























. € HOW to gauge the mood of a whole 
"eT. ‘country after a couple of weeks, espe- 
+ cially when it’s your own, and you've 
been away in foreign parts more years 
than you care to remember? 


You start, of course, with old 


friends. Or, rather, they start on you. In 
shifts. Just try this wine, they coo, or 
that brandy. One old-timer had even 
been saving a bottle of Russian vodka 
for me, so we could relive the old days.in 
Prague (we covered the Soviet visit 
there together in '68). They start com- 
ing round for lunch and breakfast. Four 
baby pictures get dog-eared, your anec- 
dotes likewise. How are things here? 
Oh, pretty much the same. Let's have 
another bottle of that red. You just 


wouldn't recognise Ozzie wine these _ 
days. Doesn't take the enamel off your. 


teeth any more. And so on and so on; 


dinners are parties and pub crawls, jugs 


ind bottles. — 
y in-place 1 in Sydney, if any- 












know, is a restaurant-cum- 
disco called insela’ s. In my dayit was a 
funeral parlour, also called Kinsela’s.. 
The dining room is a splendid piece of 
1920s Art D -in fact the chapel 
where they used to lay out the deceased 


for the] paying of last respects. I was feel 


ing quite frail myself, in fact, when T 


dined there after a solid fortnight of 
Syndey hespitality. 


“You look tired,” said my hostess 


tly. “Living it up overseas, hey? | a 





ribly unhealthy life, ali that 





Oz tucker, can you?" | 
The first item on the menu was Sweet 


-and Sour Rabbit with Puree of 
Macadamia Nuts. Oh for a bowl of rice, 


and a night's sober sleep. 


€ BUT getting back to the Oz national” 


mood. At the Grahame Bookshop in 
Hunter Street (where, long ago, I 


bought a copy of James Joyce’s Ulysses 
from under the counter) the hottest 


items now on display are, from left to 


right, Unlimited Success on the Stock 


Exchange, Making Money They Easy 
Way; Two Flies Up a Wall: The Austra- 


lian Passion for Gambling, The Joy of 
Stress; Fast Money 2; The Little Book of 


Hugs, and the 7 Like My Beer Diet, by 
Dr Martin Lipp sub-titled, “a twelve- 
day weight loss program that includes 
two or three beers a day." 

This looks, at first glance, rather like 
the old Drinking Man’s Diet, which was 
practically all drinking, with an occa- 
sional lettuce sandwich. The 7 Like My 
Beer Diet does not specify how big fhe 


be, but if the good doctor is prescrib- 
x Australian schooners, which are 
x ' size of flower vases suitable 
ying crysanthemums — and, 
if 1t really is possible to lose 














, while nibbing something | 
d again — then Australia's | 


second Nobel Prize for medicine is prac- 
tically up there on the mantelpiece with 
all the empty Fosters cans. : 

€ IF you deduced from the above read- 
ing list that Australians are in the grip of 
a speculative frenzy, an unusuallv 
severe outbreak of Waltzing Materiak 
ism, then you said it, not me. 

This has lent a special interest, for 
this traveller at any rate, to the current 
Business Review Weekly, the Mel- 
bourne-based magazine which list Aus- 
tralia's 200 richest men, including, for 
the first time, two dinkum Down Under 
billionaires, Robert Holmes à Court and 
Kerry Packer, holding $1.4 billion and 
$1.3 billion respectively apiece. 

e. THESE tidy sums are, of course in 
Australian dollars, now  hovering 
.around. 70 A cents to the US, so our 






























by on às little as $30 or $ 
they're all reasonably well fixed, at 
for the time being, and like all rich f es 
ple they are: inelined to Suse. mix 
feelings. * 











qusdam and Ernie e 





| Scott] 1 à i 











"waste ouf. powers.” 
just been jealous about being too young 
to get in on the South Sea Bubble (the 
first one, I mean). 

Then there is the biblical advice 


of mine once asked Lord Thomson cf 


-owner of The Times of London and The 
Sunday Times (and a staunch Presbyte- 
rian) how he felt about this. 

Lord T. screwd up his eyes behind 
his pebble-lensed glasses, in his famous 
imitation of a koala bear, and growled 
“it always seemed to me so terribly un- 
fair!” 
€ RICH men do not, in fact, seem to 
have been admired all that fervently in 
Australia's pioneering days, if we can 
judge by the faces oh Australian 
banknotes. I have not, personally 
studied a $100 bill lately, but the $50 
the $20 the aviators Kingsford 
| national poet Henry Lawson, remem- 
| bered on the $10, spent his last 
sleeping on the streets of Sydn 





his name. 





Ozzie lads really only just sneak i into the. 
global billionaire class, and some of the — 
other richest 200 ) Australians are getting- 
million. Still, 


Setting aside the argumen b ween IE 


j^ ib em here seems to be 


| a wrote D 
— |. Must be. | Wordsworth, who may, of course, have. 
. sake and raw fish. Can' t beat good plain | 


about it being easier for a camel to pass | l; 
‘through the eye of a needle than a rich | | 
man to enter into heaven. A colleague |t 


Fleet, then my boss when he was the 


shows ay scientist Sir Howard Florey, 


 Smithand and Edward Hargrave. The: 
two or three beers a day are supposed to | 
. years. 
| fey and | 
| died broke, without a single Lawson to 


| * WILL all that change, now that bei w | 
rich has become so fashionable - Down | 
Under? Wall pesiple be saying *Le ad tis 






a ‘ogligle of packers unt | 
ber"? Will weary wor ers 
“Another cay, another Ho 
Court”? One thing we can be fairly 
. of, no-one is going to say to his boo 
“Fifty Murcochs on the favouri 
Rupert Murdoch is, of course, an Am 
rican citizen these days, and so not elig 
ble for the richest 200 Australians. Th 
Murdoch family, however; lead all the 
rest, with an estimated net worth of $2.3 
billion. Let me, in view of the reported 
boom in the USi in ail things Australian 
make a modest suggestion to Amer 
cans. Aren't you getting tired of Wash 
ington on your $1 bill? How many gu 
trees did heeverchopdown? — ^. 
€ GETTING back to our Australia 
richies, I notice that about a quai 
them seem to have arrived in Aust ral 
about the time I set off to see the wo 
and, let's face it, make my fortune in un 
romising places like Europe and 7 
suppose that, as Bernie Cornfeld c 
vestors Overseas Services. used t 













































































































ber h. Unlike; haps, the yoi 
of ti ; Australian 200 whose a 








H, they look a we carel 
, by their photographs. Ther 
but none is an Aborigine : 








gines like to eerie dis pe 
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big eod nae. r3 
Nor does back-breaking ! 
the bush seem to be the way 
ipid Buy up a few $t 
| profit, i 
ineas you pass: GO (but 
o jail) and in no time you hav 
hotels on Piccadilly. I am speakin 
course, of the game Monopoly, but th 
way to riches in Australia seems to 
very similar. Or in London Or Tokye 
for that matter. | 
€ ONE problem has been solved in 
Sydney while I’ve been away, namely 
how tö improve communications be- 
tween the scuthern and northern si i 
of Cur Harbour. * 
One plan, proposed by a Jaj panes 
company, was to add another: 
Our Bridge (the "Nippon ben 
Another, advanced by a rival Japanes 
Australian consortium, might be call 
the “bottom-of-the-Harbour sche 
except that this term happens t 
Po ine slang for a tax evasion: swin 








































































































Anyway, a tunnel it’s to be, and 
inary work has already started 
to be photographed stand 
front of a tunnel, so it won't be tr 
| a tourist attraction. But it won 
w of Our Opera Hou 
(excet pt from a bottom-of-the-. 





























| CHINA 


1 


d or hina's leaders returned from their 
| wfsummer coastal retreat of Beidaihe 
E . with an agreement on the retirement of 
: elderly key leaders and a compromise 

. or a policy document for the 13th na- 
tienal congress of the Chinese Com- 

- munist Party (CCP), scheduled for Oc- 
.| taber. That document will adopt Prem- 
_| ier and acting CCP General Secretary 
| Zhao Ziyang’s May 1987 formula of 
simultaneously upholding both the 
basic tenets of socialist ideology and 
economic reform. 

The document will also clarify 
ideological ambiguities over such re- 
| form issues as ownership and the status 
_| ofprivate enterprises and other forms of 
| ownership as supplements to the system 
| of public ownership — including equity 
.| financing e a stock issues. Dis- 
.| agreement over these issues has blocked 
| approval of a new enterprise law, delay- 
. ing implementation of bankruptcy regu- 
.| lations. 
| | The document's framework is built 
around the idea that China's present 
| system is a preliminary form of social- 
ism, where socialist institutions may be 
er immature or imperfect. Thus, 
| forms of ownership and management 
.| other than those under direct state con- 
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By Suhaini Aznam in Kuala Lumpur 
"Fhe position of Malaysian citizens 
of Indian origin, now comprising 
| only 8.5% of the 15.8 million popula- 
tion, down from 10% a decade ago — 
| has gradually faded in the multi-racial 
. power equation. In recent years, politi- 
. ciens and economists increasingly have 
spoken of the Malay-Chinese balance, 
_ while references to Indians have be- 
 . come rare. Unobtrusively, Malaysian 
Indians have been lumped into that 
. nebulous category labelled “others,” 
. previously meaning Eurasians. 

» Dwarfed by the 59.5% indigenous 
| bumiputra (mostly Malays) and 31.3% 

Chinese, the Indian community, 

through its only communal political rep- 

meni MIC)" m n" 

Cengress (MIC) — has tacitly as- 

sociated itself with the indigenous 

Malays. A great deal of this closeness is 

due to the relationship cultivated by 
MIC president Datuk S. Samy Vellu 


























‘Compromise at Beidaihe 


| Conservatives and reformists agree on party congress line 


trol may exist and contribute to econo- 
mic development. But the ultimate 
commitment to socialism, and the sense 
that the present system is but a stage in 
its development, remains intact. 

In what some readers believe is an 
allusion to stormy disagreements at 
Beidaihe, Liaowang magazine noted 
that Zhao, cautioned not to swim out 






with the leaders of the dominant United 
Malays National Organisation (Umno). 
When faced with national decisions, 
Samy Vellu has repeatedly followed 
Umno's lead, the acknowledged “big 
brother" in the ruling National Front 
coalition of which his party is a 
member. 

These good relations were reiterated 
at the MIC's 35th annual assembly on 
29-30 August, when Samy Vellu confer- 
red the MIC's annual gold medal on 
Prime Minister Datuk Seri Mahathir 
Mohamad for his contributions to na- 
tional unity. The choice of recipient was 
a departure from tradition — as the tri- 
bute is customarily, though not neces- 
sarily, bestowed on an outstanding 
member of the Indian community itself 
for his contributions to society. 

Perhaps because of their far smaller 
numbers, perhaps because they are not 
an economic threat, and rationally, be- 


oT WERE 


"e 


too far on a rough day, replied that “it is 
most interesting to swim amid wind and 
waves." 

Vice-Premier Wan Li, meeting a de- 
legation of Japanese journalists on 22 
August, indicated that Chinese leader 
Deng Xiaoping would step down from 
the five-man politburo standing com- 
mittee at the party congress — which he 
said would convene on 25 October, sev- 
eral weeks later than was earlier expect- 
ed. 

Some elderly leaders who are still 
physically strong might retain their 
ports. Wan suggested, but the less 

ealthy would resign. So, ailing conser- 
vative Chen Yun, who heads the part 
disciplinary inspection commission, will 
probably resign as well, he said. 

State President Li Xiannian has al- 
ready indicated he too will resign, and 
few observers expect former general 
secretary Hu Yaobang to remain in the 
top leadership circle. Zhao, then, is 
likely to be the only current member to 
remain in the new party standing com- 
mittee, There is little possibility that the 
standing committee will be abolished 
and its functions taken up by the sec- 
retariat, officials have said privately. 

Wan also said Hu's January resigna- 
tion, following widespread student 
demonstrations against government po- 
licy, and Zhao's appointment as party 
general secretary would be confirmed at 
a central committee plenary session, 
which will be held immediately prior to 
the congress. 

But the congress will not name the 
next premier nor — assuming Li will re- 





cause dividing the non-Malay pie be- 
tween two communities reduces the 
chances of either upsetting Malay politi- 
cal dominance, the Malay-led govern- 
ment seems more tolerant of the Indian 
community than it is of the Chinese, 
most notably in the cultural sphere. 

So much so that a Chinese politician 
from the National Front once remarked 
that even though the Indians were a 
clear minority compared to Chinese, 
they were treated on par in terms of 
the number of Hindi and Tamil movies 
screened on TV and equal time in terms 
of news broadcasts. For their part, the 
Malays retain more cultural similarities 
with the ancient Indian civilisation 
which formed an indelible layer of 
today's Malay culture — so the Malay 
housewife is more likely to weep buc- 
kets at a Hindi tragedy than a Can- 
tonese film. 

This is not to suggest that there have 
not been the occasional ruffled feathers 
or that MIC leaders acquiesce to every 
Umno decision. 

"Along with our Malay and Chinese 
brothers we are proud to be associated 
with its [Malaysia's] success story, and 

d it sad sometimes when people ask 
what have you done and what is your 
loyalty to this country?" remarked 












































tire as head of state — a new president. 
All decisions on top state posts, officials 
say, will be taken in accordance with the 
constitution at the next national peo- 
ple's congress, probably in April 1988. 
It is likely, however, that Zhao's suc- 
cessor will be one of the five curren: 
vice-premiers — Wan, Yao Yilin, Li 
Peng, Tian Jiyun and Qiao Shi. Which 
of them will join Zhao in the standing 
committee will be an important clue to 
the balance existing between conserva- 
tive and liberal party factions and per- 
sonalities in the new party leadership 
and the range of nominees for top state 


posts. 


W an, three years older than Zhao, 
remains à top choice for either the 
premiership or the presidency. He is un- 
mistakably a reformist, but his age and 

re-1949 experience as a guerilla leader 
in the anti-Japanese war make him 
more acceptable to the conservatives 
than some others. 

Wan held top ministerial posts in the 
1950s and mid-1970s, is personally close 
to Deng (he was purged a second time, 
along with Deng, after the 1976 Tianan- 
men incident). His subsequent career as 
a reformist provincial party secretary in 
Anhui from 1977-80 paralleled Zhao's 
own experience in Sichuan. 

The prospects of the two youngest 
vice-premiers — Tian and Li Peng — 
are dimmer, in view of recent factional 
infighting between proponents of re- 
form and a predominantly older genera- 


tion of conservative communists. Tian- 
jin mayor Li Ruihuan, tipped as a possi- 


Samy Vellu, in his keynote ad- 
dress. “Being a minority, we have our 
fears and anxieties. This is natural. On 
top of it all, when someone chooses to 
ignore and run roughshod over issues 
that matter to us, we really feel hurt and 
let down,” he added. 

One such issue recently revolved 
around the question of not being able to 
take optional courses subjects at the 
University Malaya's Indian Studies De- 
partment in Tamil. As an otherwise 
academic issue became liticised, 
Samy Vellu initially reacted by saying 
that the university ruling would spell the 
natural death of the department. Later, 
however, he recanted and left it to 
Mahathir to resolve. 


Qn the MIC general assembly, 
the prime minister took the oppor- 
tunity to chastise vocal leaders, remind- 
ing them that the National Front pro- 
vided appropriate channels for grous- 
ing. “But lately leaders enjoy acting 
ike heroes to win support from mem- 
ers and a select group of people for 
ir own benefit without considering 
effects on the National Front, let 
e the country," said Mahathir. Ina 
i-racial country, “we cannot be a 
to our community without affect- 
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ble premier candidate a few months 
ago, has not been mentioned in the 
press lately. If Li Ruihuan was we to 
jump the list, the publicity build-up 
should have already started. 

Qiao, named a vice-premier only last 
year, has a background in party organt 
sation and liaison and, some reports 
say, in security work. Qiao has main- 
tained a lower public profile than other 
vice-premiers, but he could be pro- 
moted to a top party post in October 
and remains a dark-horse candidate for 
a leading state position. 

The party congress policy document 
is being redrafted, but the overall thrust 
of the compromise may follow the main 
points of a speech delivered in Sichuan 


aA 
Li Peng: in line tor premier's job. 











ing our image as leaders of all people.” 

Given that communal representa- 
tion forms the basis of the National 
Front’s existence, however, it is difficult 
to escape championing a very ethno- 
specific cause. Competition is only 
exacerbated when each community 
tends to set up programmes to 
safeguard the welfare of its own. 
Among the MIC’s self-help projects is 
the Maju Institute of Education Deve- 
lopment which organised a lottery draw 
to start a M$10 million (US$3.9 million) 
scholarship fund for needy students, 
though not necessarily confined to In- 
dian children alone. 

With only 1% of the nation's share 
capital in Indian hands, estimated Samy 
Vellu when discussing the New Econo- 
mic Policy (NEP) in July, the MIC 
needs Umno goodwill. He urged that 
the government allocate 5% of the na- 
tional wealth to Malaysian Indians 
when it reviews, and probably extends, 
the NEP in a new form, after its expiry 
in 1990. 

In addition, at the assembly Samy 
Vellu asked fer: 

» Land for Indians to cultivate. 

» More serious efforts to settle Malay- 
sian Indians m Federal Land Develop- 
ment Authority (Felda) land schemes 









by party propaganda chief Wang Ren- 
zhi in June and reprinted'in the Peo- 
ple's Daily on 13 August. 

Wang accepted the formula that the 
basic-points of the party's line since the 
milestone 1978 3rd party plenum consist 
of adhering to both the Four Basic Prin- 
ciples (upholding socialism, the dic- 
tatorship of the proletariat, party leader- 
ship and Marxism-Leninism—Mao 
Zedong thought) and carrying out re- 
form. which he termed “Zhao’s new for- 
mulation." In so doing, Wang accepted 
Zhao's key provision that reforms are 
not subordinate or less fundamental 
than the four principles and that an 
overly rigid or ossified understanding of 
the fcur principles can incorrectly inter- 
fere with reform policies. 

At the same time, Wang interpreted 


Zhao's formula to imply that the four 


principles remain "the fundamental 
guideline for us in founding and ad- 


ministering the country." Without this 


tenet, Wang insisted, "the reform and 
opening-up [of the country] process are 
bound to turn out to be something com- 
pletely different and will go astray.” 
The struggle against bourgeois 
liberalisation remains “tense and seri- 
ous,” Wang said, and the most danger- 
ous threat has been “renowned senior 
intellectuals, scholars, experts and writ- 
ers inside the party who were not criti- 
cised, making some people think that 
their remarks might be correct or au- 
thoritative" — thus providing the basis 
for the continuing purge of party intel- 
lectuals with deviant points of view on 
political reform. oO 


— Indian Felda settlers numbered only 
1,400 while another 1,400 had been on 


| the waiting list for 11 years he had said 


on an earlier occasion. 

» A M$S million government grant for 
the new Negri Institute of Technology 
— the MIC's paralle! to the predomin- 
antly Chinese Tunku Abdul Rahman 


College. 
» More investment opportunities for 
Maika — the MIC investment arm 


launched in early 1984 with a paid-up 


capitabof M$50 million — whenever pri- © 


vate sector companies are restructured 
and public sector projects privatised. 

In aspiring to economic clout, the 
MIC faces the problem of relative pov- 
erty in the community. About 3876 of 
the country's 250,000 estate workers are 
Indians, some are small-scale retailers 
while 2 few top achievers have entered 
the prefessional class, shining particu- 
larly imthe legal profession. 

And the ICs power base lies in the 
estates. where union leaders have an or- 
ganised network of workers to deliver 
the votes. Without a rival Indian politi- 
cal party, the MIC has, election after 
election, proven a reliable leg of the Na- 
tional Front — even as the MIC itself 
recognises the limitations of its role and 
powers. Oo 
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A national shrine to 
tortured independence 


By lan Buruma in Seoul 


E Albert Speer and Cecil B. DeMille 
had managed to jointly create an 
Oriental fantasv it would have looked 
like the new Korean Independence 
Hall. It is huge, garish, pompous and it 
exudes a jacked-up religious atmo- 
sphere. Streams of people, old and 
yeung, many of them sunburned coun- 
trv folk, approach the hall from all sides, 
leaving a trail of empty soft drink cans, 
plastic bags and chewing-gum wrappers. 

The main building of what The 
Korea Times called the "national 
shrine" is the Grand Hall of the Nation, 
à grandiose concrete temple, which, a 
press release informs us, “is 1.2 times 
larger than Peking's famed 
Tienanmen Gate.” Inside 
the Grand Hall is a remark- 
able 15m-high sculpture of 
mne heroic figures pointing 
a! what one assumes is the 
glorious future. The work 
is entitled The indomitable 
Koreans. It is illuminated 
by 24 spotlights that re- 
volve to the accompani- 
ment of Wagnerian music 
and the recorded sounds of 
cheering crowds, neighing 
horses and booming 
drums. 

Independence Hall was 
apened by President Chun 
Doo Hwan on 15 August, 
the anniversary of Korean 
liberation from Japanese 
colonial rule. It was sup- 
posed to have been opened 
@ year ago, but then 11 days 
before the ceremony the 
ball burned down because 
of faulty wiring (Japanese 
wiring, rumour has it). The 
hall's secretary-general 
resigned in disgrace and was replaced 
by another, Kim Chong Sol, who had to 
restore the morale of his staff, because, 
said Kim, “they felt guilt toward the 
Korean people.” This was understand- 
able, as the Korean people had paid for 
the construction. A national campaign 
was launched to this end in 1982, after 
enti-Japanese sentiment had been 
provoked by Japanese textbook revi- 
sions. 

The purpose of the hall is to set the 
historical record straight. At almost 
every step the visitor is reminded of Ko- 
pean martyrdom at the hands of foreign- 
ers, especially the Japanese. There are 
huge, blown-up photographs of the 
mutilated corpses of Korean freedom 


fighters, close-up pictures of wounds in- 
flicted by Japanese floggings, displays 
of Japanese torture instruments, and, 
the most popular item of the permanent 
exhibition: a waxworks diorama of Ja- 
panese torture chambers, where free- 
dom fighters endured water treatment 
or had their fingernails pulled out. The 
crowds jostled each other to get a closer 
look. Children shrieked and laughed. 
And old woman in Korean dress 
shouted at me: “Japan did this! Japan 
did this!" 

The correct interpretation of history 
is meant to serve a larger purpose. In 
the words of Lee Woong Hee, minister 





of culture and information, “we will 
continue to collect the historic relics to 
supplement the structure to make it a 
training ground for the education of na- 
tional spirit." Or, as the editorial in the 
Korea Herald put it: "The Indepen- 
dence Hall should stand tall and long to 
inspire Koreans with a keen sense of na- 
tional identity." 


EB elics, or, more accurately reproduc- 
tions of relics, include the famous 
turtle boat, built by Adm. Yi Sun Sin 
to defeat the Japanese fleet in 1592. 
There are prehistoric dwellings, minia- 
ture Buddhist temples, huge oil paint- 
ings of glorious battles against invading 
foreign hordes, and much more. 


It is interesting how the cult of 
nationhood is expressed in an almost 
identical style everywhere. One only 
needs to compare the styles of Stalinist 
Russia and Hitler's Germany; the 
monuments of Sukarno's Indonesia 
with those in Mussolini's Rome; Chiang 
Kai-shek's Memorial Hall in Taipei and 
Mao's mausoleum in Peking; revolu- 
tionary sculpture in Pyongyang and 
celebrations of national spirit in the In- 
dependence Hall of South Korea. 

The taste for classical columns spout- 
ing eternal flames, for naked heroes 
draped in flags breaking chains, for 
monumental stadiums and city squares, 
for mass instead of detail, is truly inter- 
national. National spirit is a collective, 
not an individual experience, hence the 
penchant for massive manifestations. 
Leni Riefenstahl's film about the Nazi 
rally in Nuremburg is a classic of this 
genre. The masses packed in South Ko- 
rean, Chinese, North Korean or Rus- 
sian football stadiums, drill- 
ed to form pictures of 
great leaders or national 
symbols by holding up 
iem of coloured card- 

oard are part of the 
same aesthetic tradition. 
"In front of the Grand Hall 
of the Nation," says a news 
release, "is a stone-paved 
plaza where up to 120,000 
people can assemble." It is 
a nauseating thought. 

The Soviets call it 
Socialist-Realism, Josef 
Goebbels described it as 
“steely romanticism,” the 
aesthetic of the “healthy 
S. A. man.” Lest I am mis- 
understood, I do not mean 
to draw parallels between 
the politics of Seoul, 
Pyongyang and _ Hitler’s 
Berlin. at they share is 
the cult of national spirit, 
and a celebration of the 
19th-century concept of the 
supreme nation state. The 
more insecure the nation, 
the more hysterical the cult tends to 
be. West Germany overcame it. Com- 
munist states — the Soviet Union and 
Vietnam more than China — have tend- 
ed to get stuck in it. The Japan- 
ese, who bestowed the style on the Ko- 
reans, show an occasional nostalgia for 
it. The North Koreans still revel in 
it. 

The aesthetic roots of this cult are to 
be found in 18th century France, in the 
neo-classical style adopted by such paint- 
ers as Jaques-Louis David (1748-1825 
who reacted against the effete rococ 
style of the doomed aristocracy. Da 
celebrated the French Revolution 
great, morally uplifting works. He | 

came a propagandist for Napolg 
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the first modern Great Leader. Huge 

aintings such as The Coronation (of 
Napokon in 1804) became the main 
model for the people’s art. 

The Nazis mixed this neo-classicism 
with their own art to come up with the 
sentimental cult of German mother- 
hood and the Nordic spirit. Mussolini 
looked for inspiration to the Roman 
Empire, while the Soviets, as well as 
Sukarno, leader of the Third World 
struggle against Western imperialism, 
were impressed by the heavy grandeur 
of I9th-century Europe. 

As is obvious from the Grand Hall of 
the Nation, the South Koreans tried to 
adopt a native style, and seen from a dis- 
tance it is not ineffective. It is when one 
gets closer that the steely romanticism 
comes into focus. 

This kind of thing, however techni- 
cally accomplished, is always a form of 
kitsch. The cult of nationhood is a dis- 
placed religion. Forms of religious wor- 
ship are used to express a political con- 
cept. To a European observer today this 
seems absurd, a 19th-century anach- 
ronism. To many Koreans it may seem 
normal, which explains, penes why 
the architects can take Independence 
Hall seriously, why they miss the obvi- 
ous stylistic parallels with countries they 
are supposed to abhor. 


R ut aesthetics aside, is there anythin 
wrong about fostering nationa 
identity in this manner? After all, South 
Korea is by no means a totalitarian 
state, let alone a country about to 
unleash extermination campaigns. 
Nevertheless, I can think of a few 
reasons why South Koreans might be 
better off without a national shrine. The 
sooner Koreans get over their emo- 
tional complexes about Japan the bet- 
ter. One wonders if building monu- 
ments to national martyrdom is the best 
way to accomplish this. 

More important is the fact that South 
Korea is part of an increasingly inter- 
dependent world, in which there is little 
room any more for national cults — 
something many ee are in danger 
of forgetting, too. Finally, by encourag- 
ing these hysterical forms of 
nationalism, the government is in 
danger of stoking the fires of nationalist 
extremism among the young. 

Both the Chinese and the South Ko- 
reans are faced with the same dilemma: 
they cannot afford to alienate the young 
by not paying attention to nationalist 
emotions, but at the same time these 
same emotions very easily can be turned 
against the governments themselves. In 
other words, by using such concepts as 
absolute national independence as poli- 
tical ote gre ee overnments are 
committed to ideals they cannot possi- 
er live up to. There is no easy way out 
of this dilemma, but educating the pub- 
lic to face the reality of an interdepen- 
dent world would be more useful than 
falling back on steely romanticism. 
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People's art comes 


closer to the people 


By Murray Hiebert in Hanoi 


he arts in Vietnam are changing, 

courtesy of a "renovation" cam- 
paign launched last year by the party 
congress and designed to rescue the 
country from its economic woes and po- 
litical malaise. In this new atmosphere, 
novels and plays are calling for social 
change, writers are exploring a broader 
range of subjects and publishers are 
printing more foreign books. 

Until two or three years ago, most 
artists and writers focused on Vietnam's 


wars with France and the US which 
ended in 1975, says writer Vu Tu Nam, 
director of Hanoi's New Publishing 
House, the printing house belonging te 
the Vietnamese Association of Writers. 





“Now, writers are paying more atten- 
tion to the economy," Nam said. 
“Others pay attention to family prob- 
lems, marnage problems or the prob- 
lems of people's spiritual life." 

The style of writing is also changing. 
One of the most controversial novels in 
Vietnam today is Time Gone By, writ- 
ten by Nguyen Luu in 1984 but not pub- 
lished until last year. “We were not pro- 
hibited from publishing it," publisher 
Nam said, “but custom forced us not to 
accept such a book then." 

Time Gone By is about an ageing 
government cadre looking back at his 
unsuccessful and unhappy life. He grew 
up as a peasant and joined the army in 


E] his youth. He was pressed into marrying 


an older woman whom he did not love, 
and then was prevented from divorcing 
her by his superiors who told him that it 
would ruin his chances of advancing in 
the communist party. 

The fact that the book focuses on an 
individual rather than on society as a 


whole caused controversy among liter- |. 


ary critics in Hanoi. “A new thing about 


the book,” one critic observed, “is that — 
evious lit- | 


the hero was defeated." In 


erature, the hero was usually successful 


in the end and it was almost unheard of 


for writers to blame society for an indi- 
vidual's failures. 
“One reason for the hero's failure is 


his surroundings. The other is his cow- | | 
ardly character," one critic noted. "The f 


writer looks back at the social condi- 
tions that were not perfect in the deve- 


lopment of individuals. The book is a — 


kind of self-criticism and criticism. It's 
the starting point for asking society to 


E make some changes,” the critic said. 


= 


Ho Quang Minh, a Vietnamese film- 


maker ving in Switzerland, is planning 
to make a fi 


challenged Vietnam’s political and eco- 
nomic problems. Three years ago, 
Nguyen Manh Can, a popular northern 


writer who had focused mostly on mili- — 1 


tary subjects in the past, published 
Tram Island, a story about a female rev- 
olutionary fighter who confronted 

bureaucrats in her village in the south- 


ern Mekong delta when they moved too ~ 


quickly to collectivise agriculture. 


Nguyen Minh Chau, another north- — 


ern writer who previously focused 
mostly on war themes, recently pub- 
lished a short story, Woman in an Ex- 
press Train. criticising “voluntarism,” a 
philosophy which exhorted people to 


produce more rather than offering them — 


material incentives. 
Another change is that Vietnamese 


readers are gaining more access to 


foreign authors. A third of the books 


7x mpi today by Hanoi's New Pub- 
i 


shing House are foreign titles, accord- 
ing to publisher Nam. 

One avid Hanoi reader pointed out 
proudly that Irving Shaw's Rich Man, 
Poer Man. a novel about two brothers 
whese je pini natures reflect the 
turmoil of post- World War II America, 
has been printed in Vietnam, but not in 
the Soviet Union. 

Some other books written by Ameri- 
can writers recently published in Viet- 


nam include F. Scott Fitzgerald's The - 


Great Gatsby, Peter Bencheley's Jaws, 


and Alex Haley's Roots, the story of a — 


, ao 


m of Time Gone By. = 
Other novels and short stories have |. 
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Black American's search for his family's 
origins in Africa before his ancestors 
were enslaved in America. Two books 
currently being translated are Love 
Story by Eric Segal and Sophie's Choice 
by William Styron. 

Vietnam is also publishing authors 
from Latin America, Spain, France, 
England, Eastern Europe and the 
Soviet Union. "Literature is the best 
way to build a bridge between cultures," 
said Nam. 

However, poer plans are ham- 
p. by a lack of paper. The New Pub- 
ishing House prints an average of only 


28-30,000 copies of each book, which 
means they sell out almost overnight. 
Nam says private libraries, which 


charge readers a small fee for borrowing 
books, have sprung up around the coun- 
try to compensate for the book short- 
age. 

Vietnamese theatre is also changing. 
in the past, said Pham Thi Thanh, a 
Seviet-trained producer in the Youth 
Drama Company, most plays urged 
yeuth to love and defend their country 
and to join the army. “But recently due 
to increased democracy," Thanh said, 
"eur plays have reflected the truth. 
They have struggled against negative 
phenomena in society." 









HISTORY 







ns by Irving Rouse. 


W here was the ethnic womb of the 
Japanese people? Was it Central 
Asia, the spawning ground of the 
mounted tribes which began to migrate 
down the Korean peninsula about 2,000 
years ago? Or did the rice-growers and 
hunters already in Japan acquire the 
martial trappings of Altaic culture, 
much like their modern descendants 
have been "Westernising" their cus- 
toms, without a population invasion? 

Yale University emeritus professor 
of anthropology Irving Rouse uses pre- 
historic evidence to surmise the ethnic 
origins of four peoples: Polynesians, Es- 
kimos, Japanese and Tainos. A special- 
ist in migration archaeology, Rouse be- 
lieves that careful formation and testing 
of migration hypotheses is superior to 
"essentially fanciful postulations" such 
as the theories of Thor Heyerdahl and 
Namio Egami. 

Heyerdahl has postulated that Eas- 
ter Island's first settlers came from 
Peru, but Rouse argues that they were 
Polynesians. Egami has claimed that 
Japan was conquered by migrating 
horse riders from the continent, but 


How it all began 


rations in MAU: Inferring Population Movement from Cultural Re- 
ale University Press, New Haven. US$23. 


One of the most popular plays pro- 
duced by the Youth Drama Coupany 
last summer was Trust in a Rose. It 
explored the dreams and frustrations of 
ricus eg coming-of-age, and criticised 
the abuse of young people by their 
superiors. One of the scenes depicted 
students being forced to look after their 
teacher’s pigs when they were supposed 
to be studying. Another showed a cor- 
rupt teacher selling students advance 
copies of an examination paper. 

Trust in a Rose followed the daring 





Rouse finds no signs of large-scale mi- 
gration to Japan. 

Although Rouse's idiom is technical, 
his writing is lucid, and any armchair 
adventurist who likes panoramic prehis- 
toric drama will find his six well-or- 
ganised chapters quite readable. 

Western archaeologists have been 
influenced by their own colonial migra- 
tions to "Africa, India, Australia, 
Oceania, the Americas, central and 
northern Asia, the parts of eastern and 
southeastern Asia . . . to use hypotheses 
of rapid, long-distance migration to ex- 
plain the similarities in proto- and pre- 
historic remains they encountered in 
different parts of the world." 

Asian archaeologists brought up in 
relatively stable populations have been 
“more inclined to postulate local deve- 
lopment in the case of the Indians and 
Chinese, and acculturation in the case 
of the Southeast Asians and Japanese, 
who lived on the fringes of Indian and 
Chinese civilisation and were influ- 
enced by them." 

So when Western archaeologists 
began to study South and East Asia, 





new style of Me and Us, a popular pla 
written in 1985 by Luu Quang Vu whic 
depicted the struggles of a factory man- 
ager to increase production in the face 
of unimaginative bureaucrats and 
unending regulations. 

Fine arts in Vietnam are also chang- 
ing, said Nguyen Quan, an art critic and 
staff member of the Association of Fine 
Arts. “During the war, soldiers were the 
main subjects of art,” Quan noted. 
“Now relations between people, family 
problems, the aspirations of people or 
international problems are Bacotsine 
more important subjects.” 


S ince the end of the war, artists have 
been experimenting with traditional 
Vietnamese art forms like lacquer, 
sculpture and silk painting as well as 
with foreign ones such as oil painting, 
lithography and etching, Quan said. 

As Vietnamese painters have been 
exposed to more foreign artists during 
the past decade, they have begun 
experimenting with new techniques and 
styles. Cubism, expressionism, sur- 
realism and abstract art are making the 
greatest impact, Quan said. Many paint- 
ers today “follow no ism,” he said. 
“They combine many surreal, abstract 
elements with the ancient art of Viet- 





they postulated “migration and accultu- 
ration from the Western world in order 
to explain the rise of Indian and Chinese 
civilisations.” This brought them into 
conflict with local: archaeologists, 
though Western opinion has now 
“shifted to the side of the local ar- 
chaeologists as new evidence has made 
it increasingly clear that Indian and 
Chinese civilisations are local develop- 
ments, subject to transculturation from 
the West but to little, if any, migration 
or acculturation.” 

Both foreign and indigenous special- 
ists in Southeast Asian and Japanese 
prehistory “are also beginning to place 
more emphasis upon hypotheses of 
local development and transcultura- 
tion . . . Southeast Asian and Japanese 
civilisations are, therefore, syntheses of 
traits drawn from various sources." 


Rose believes that the Japanese 
probably originated from the conti- 
nent because the main islands of Japan 
were once linked together, and to the 
continent, by land bridges. Migrating 
animals and their human hunters walk- 
ed into Japan until the bridges were sub- 
merged by the seas. 

Evidence shows that Japan has been 
occupied by people for at least 30,000 
years. Some scholars have suggested 
400,000 years, but Rouse thinks that 
such estimates exceed the available evi- 
dence. Earlier this year, a Japanese 
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nam. It's a bit dreamy, a bit realistic and 
a mixture of all kinds of modern and 
traditional styles." 

Artists, though, lack materials and 
working facilities, Quan said. He paints 
on his bed or in his kitchen because he 
does not have a studio. Quan said the 
materials for his average painting cost 
him more than he earns in three months 
on his state salary. 

Many artists make their living work- 
ing in museums or teaching because 
they cannot sell their works. Quan com- 
plained that the government and the 
Fine Arts Association lack imagination 
in displaying art in hotels and restau- 
rants for foreign tourists and said that 
most of Vietnam's art exports to 
Eastern Europe are "only the ugly 
things, which cause harm to our mar- 
ket. 

Quan said artists were trying to ar- 
range a meeting with Nguyen Van Linh, 
who was elected communist party chief 
last December, to discuss the relation- 
ship between art and the state. Quan 
thinks artists should be cut from the 
state bureaucracy and allowed to strike 
out on their own. "There's already too 
much bureaucracy in Vietnam," he 
said. “I don't want to participate any 
more in such a mechanism." 


scholar claimed to possess a section of 
earth from which some human bones 
have been found to be between 50,000 
and 80,000 years old. 

Sometime around 10,000-8,000 BC, 
projectile E and more efficient axes 
were locally developed in central Japan 
and spread northward, but not to 
Kyushu, where about this time the 
world's first pottery appeared. But 
Rouse cautions: “We do not yet know 
enough about the situation on the main- 
land to be able to determine whether 

ttery-making was invented there or in 

apan." 

During the first millenium BC rice 
began to be cultivated in parts of north- 
eastern Kyushu closest to Korea. By the 
3rd century AD, it had spread down 
into Okinawa, and up to but not into 
Hokkaido. Some scholars have pos- 
tulated a migration of rice cultivators 
across the Korea and Tsushima straits. 
But Rouse argues that the evidence 
points to diffusion between interacting 
peoples. 

ouse also refutes the horse rider 
theory of Egami, who once held that 
northern equestrian tribes came to 
Japan via northern Kyushu and advanc- 
ed along the Inland Sea to the Kansai 
inm With this theory Egami estab- 
ished the Yamato hegemony which 
“unified most of Japan.” 

If the horse rider theory is correct, 
Rouse argues, then archaeologists 
should have found remains of their cul- 
ture, including their burial sites, along 
the presumed route of migration. But 
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they have not. Instead, throughout the 
period when the horse riders are sup- 
posed to havè moved in, “the indigen- 
ous complex persists in Japan . . . with 
accretions appearing so gradually tha: 
they are better considered a result of the 
process of borrowing from Korea tha: 
had begun" before the introduction of 
rice. 


B ut Rouse's understanding of Egami's 
theory is based on English arti- 
cles which appeared in the early 1960s. 
He did not mention Egami as one of the 
scholars he met during a three-month 
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stay in Japan in 1979, though he did 
meet Koicki Mori and other leading 
archaeologists. 

Im 1982, Egami and Mori published a 
book called Tairon: Kiba Minzoku | - 
Setsw (The Horse Riding Ethnic Group i 
Theøry: A Discussion). In this book, 
Egami presents a considerably modified 
version of his earlier theory. 

Egami now maintains that the bear- 
ers of the Altaic horse rider traditions 
need not have invaded Japan in large 
numbers, much less as part of a coordi- 
nated military assault. His reply to cri- 
tics, who have wondered how a 
mounted army could have crossed the 
Korean straits in 4th century vessels, is 
to argue that the number of men, 
horses, and craft which made the transit 
were probably very small. 

If even 100 polygamous Altaic war- 
riors had stunned local farmers into giv- 
ing them each five wives, the children, 


ad e n 


7| raised by their Yamato mothers, would 





have spoken Japanese but learned the | - 
customs of their warrior fathers. Within | 
three generations there would have 
been more than 20,000 adults, over half | - 
of them men, constituting a completely | — 
assimilated elite with more native than | 
foreign blood, but full of Altaic ambi- | - 
tion®o spread their rule. 

Egami’s modified theory does not 
appear to contradict Rouse's hypothesis 
of transculturation. Instead, it attempts 
to explain how the horse rider culture 
could have entered Japan, taken firm 
root. and spread throughout the islands. 

— William Wetherall 
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CHINA 


The truth from facts 


Toward a Chinese-style Socialism: An Assessment of Deng Fes. sh e Re- 
0 


forms by Willy Wo-lap Lam. Oceanic Cultural Service Co.. Hongkong. 


given. 


| am duty bound to declare an interest: 
I recently published a book which 
covers to some extent the same ground 
as Willy Wo-lap Lam’s. This may or 
may not affect my judgment as a re- 
viewer, but it does alert me to the ques- 
tion, if one is not just writing for the ini- 
tiated few, of how the material is to be 
brought home, at least in some of its 
complexity, without confusing or taxing 
the reader unduly. 

Considering how familiar the subject 
is, I ought to have found the book easy 
reading. This is not the case, however, 
mainly because of the author's madden- 
ing habit of using Chinese words where 
just the English will do. My own rules 
for writing about China are all Don'ts. 

The first thing you don't do is stun the 
reader with Chinese words; he already 
has quite enough on his hands trying to 
remember romanised Chinese names 
(all those X's and Zh's) without having 
to cope with a passage like this: “Like 
the model Chinese thinker, his ideas 
chengxian qihou. They gihou, or show 
the way for the next generations, but 
also chengnian, or carry forward the 
wisdom of predecessors." There is much, 
much more of the same in this book. 

While it is true that five minutes of 
reading the People's Daily could tell you 
a great deal about the Chinese Com- 
munist Party, another thing to resist is 
eonstant direct quotation from the 
Chinese press — the effect of which, at 
least in my experience, is to lower your 
prose to the level of party journalese. 

Lam tells us in his preface that his in- 


price 


clusion of copious quotes is designed to 
give the reader, as he puts it, “an inti- 
mate feel of the exciting drama," but my 
guess is that there is nothing like heavy 
exposure to published Chinese utter- 
ances to dissuade the reader from the 
notion that he is involved in an exciting 
drama. A Chinese in China knows when 
a clouded message about something is 
really a clear message about some- 
thing else. Not so 
the average reader 
outside China. 

Given the title of 
the book, the open- 
ing chapter is in- 
evitably about what 
Lam terms Deng 
Xiaoping thought — 
the chief code-words 
of which are "seek 
truth from facts" 
and "practice is the 
sole criterion of 
truth." To call this a 
"comprehensive phi- 
losophical system" is 
the author's pre- 
rogative. For my- 
self, I doubt if Deng 
was actually saying anything more pro- 
found than "The proof of the pudding is 
in the eating." 

As for nos much-touted “social- 
ism with Chinese characteristics," this 
seems in practice to consist largely of 
borrowings from the experiences of 
Hungary, Taiwan and South Korea, 
plus an insistence on the continued 





supremacy of the party. The reader who 
seeks to understand Chinese views is u 
against Lam's use of words like ir 
ogy and weltanschauung and the clichés 
and self-justifications of Chinese politi- 
cians and their spokesmen. 

With that out of the way, one is free 
to praise the book for the confidence 
with which it tackles the details of 
Deng's “second revolution.” Lam 
comes successfully to grips with such 
difficult topics as price reform, the de- 
centralisation of enterprise manage- 
ment, the steps towards the establish- 
ment of a legal system, and the pros- 
pects of political liberalisation. He is ad- 
mirably wide-ranging; his interesting 
chapter on literature and the wealth of 
his footnotes suggest that he has read 
everything. 

How China has 
changed under Deng 
— or has obdurately 
stayed the same in 
some of its more 
depressing aspects, 
such às corruption 
— is certainly a story 
worth telling. The 
subject of corrup- 
tion got less than 
its fair share of 
the 258 pages, 
though the book as 
a whole contains 
so much informa- 
tion that it may 
seem churlish to 
want more. 

The all-important 13th party con- 
gress in October will provide the de- 
nouement of the story. Lam’s book is a 
mine of information on the issues to be 
thrashed out at that meeting. Identify- 
ing the issues is not the only thing the 
writer must do, but it is certainly one of 
the first things, and Lam does it with 
verve. — Lynn Pan 


Perhaps it was too tempting not to use the Marcoses as 


walk-on characters; 
ing reality of Tondo slums with 
Marcos extravaganza; too nice an idea to show 
was the theatrical hostility between Im- 


the 
of an 
how h 


= and uo ea “official 

es as corrupt and greedy 

to whom most of them were related in some way anyhow. 
But, of course, the Marcos era is gone. It is a hollow 


to contrast 
make-believe 


it was too t 


opposition” — them- 
for power as the ruling family, 


time had come. U for P. F. Kluge, it turns out p ee peculalé on wae Wee 
.. to be a book whose time has passed. He must be kicking anything ever change, will the revelations of double- 
.. himself that he did not produce it while it was contemporary cross and by our hero shake the estab- 
and he would have been ahead of the game in using the lishment? They did not, but other did. 


fidelia Ala A oaiit i hired fo io 
American 


settler-turned-guerilla 

tion. He travels with the now- 
[ge saa trai subject f his book, who will only unravel 
Story as progress. The old man’s adventures are in- 


search the exploits of an 
during the Japanese 


terspersed the author’s own in the pre- 
sent. But here is the rub: the book is set in the Marcos era, book, 
and therefore in two different times passed. terday’s. 


veto rampe Bie scite iy aries Ham oh 
book will serve as an excellent atmospheric to 


eye but feel disa ted that he did not write a more 
taking on 


on today's people rather than yes- 
— Michael Malik 
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KS, the airport. And that is something KLM realizes And have developed services which are really 
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Westin Hotels in Asia: 

Hong Kong, The Shangri-La + Manila, The Westin Philippine Plaza - 
Pusan, The Westin Chosun Beach * Seoul, The Westin Chosun * 
Singapore, The Westin Stamford + Singapore, The Westin Plaza - 

Tokyo The Akasaka Prince * Tokyo, The Tokyo Prince * 
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Here I go again. On the road. In the air. 
Off to another round of presentations, negotiations, celebrations. 

And through it all, there's Westin. Hotels that know where I’m coming from. 
People who understand my priorities. Like the Shangri-La in Hong Kong. 
With its spacious rooms, gracious service and impeccable style. 

Asia is where I'm eave ing. Westin is where I m staying. 


THE PEOPLE AND PLACES OF WESTI 


East. Staying Westin. 








VVESTIN 
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To Europe via FRA. 
And you're right on target. 


Raise your sights for Frankfurt when you 
iake aim for Europe and you won't fall short 
3f your objectives. You don't have to look 
too far to see just exactly where Frankfurt 
ies. At the heart of Europe and at the pulse 
3f central Europe's highway network. FRA 
s host to more than 80 international air- 
ines and also boasts 230 flights daily to 
»very other corner of the continent. Little 
vonder that with great connections, fast, 
Xficient handling on the ground and 
hrough Tradeport Frankfurt, which offers 


FRA is host to up to 85 international airlines. 


duty-free and tax-free storage for up to five 
years. Frankfurt is Europe's No. 1 airfreight 
hub. Take the FRAwayto Europe and you've 
hit the bull's-eye. 

Please contact Flughafen Frankfurt Main 
AG, D-6000 Frankfurt am Main 75, Telex 
414 959. Or our representative in Hong- 
kong: Mr. Paul Eidens, c/o ITSG, Tel. 
5-8 92 1321, Telex 83737. 

Make friends with us at Inter Airport + 
Air Cargo ‘87, Sept. 29. — Oct. 2. 1987, 
Frankfurt Airport. 


Flughafen 
Frankfurt Main AG 
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ENERGY | 


The Philippines faces an energy crunch as the economy recovers 


Power to the people 


By Jose Galang in Manila 
p bitippine industry faces an intense 
struggle for power over the next two 
ears. With luck, electricity supply may 
just meet the moderate growth in de- 
mand expected to flow from the coun- 
try's economic recovery. But reserve ca- 
pacity will not be enough to cope with 
any major interruptions in generation as 
a result of the Aquino government's de- 
cision to scrap the Bataan nuclear- 
power plant — which was ready to begin 
operations last year. 

During 1988 and 1989, the power- 
supply situation in Luzon island, where 
the country's major industrial and com- 
mercial enterprises are sited, may be- 
come critical. National Power Corp. 
(Napocor), the country's main, state- 
run electricity generator, says that while 
total generating capacity of around 
4,000 mW exceeds projected peak de- 
mand of 2,733 mW and 2,880 mW, re- 
spectively, there will be 19 weeks in 
each year when reserve capacity will fall 
to the danger level because operating 
levels average only 65-71% of the in- 
stalled capacity. 

During these weeks (which are most- 
ly in March, April and November), the 
likelihood of power failures is highest 
on Thursdays when usage peaks. Short- 
ages are inevitable if any of the main 
generating units (of around 300 mW 
each) trips during the peaks. Nonethe- 
less, Napocor projections put the prob- 
ability of failures at only four days dur- 
ing each of the years. 

Even this is worse than Napcor's own 
undemanding goals. Jose Ramas, 
vice-president for systems opera- 
tions, says the company's modest 
target for its power system's relia- 
bility is to keep load-losses to three 
days a n This compares with 
loss-probability ratings of 0.1-day a 
year for modern power systems 
elsewhere. 

The situation will be exacer- 
bated by the closures of Napocor's 
two 110-mW geothermal plants and 
the 60-mW Rockwell station of 
Manila Electric Co. (Meralco), the 

rime electricity-distributing utility 
in Metro-Manila, which produces 
some of its own power. Napocor 
will have to close the geothermal 
plants in early 1988 because of de- 

leted steam reservoirs, while 

eralco’s small station is affected 
by “pollution problems.” 

In the Visayan and Mindanao 
power grids, the situation is much 

mighter. This may aid government 
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efforts to attract more investment to 
rural areas, such as Mindanao where 
power supply is expected to substan- 
tially exceed demand over the next 
three years. But it will do nothing to 
relieve the situation in Luzon as the 
Visayan and Mindanao power systems 
are not connected to that of the main 
island. 

A major factor in the supply crisis 
facing Luzon is the government's deci- 
sion to scrap the 620-mW Bataan nu- 
clear-power plant — which could have 
begun operations last year. The plant 
was designed to generate up to 15% of 
the island's power supply, helping save 
some 6 million barrels ol oil a year that 
otherwise would cost US$110 million. 

The decision to scrap Bataan — for 
environmental reasons and because of 
alleged corruption in the initial decision 
to build the plant — was made just as 
the plant was about to begin operations, 
giving power agencies little time to ad- 

ust. In an attempt to fill the gap, 

apocor contracted a crash construc- 
tion programme for two 200 mW gas 
turbine plants in Luzon. Even n 
the lead time for turbine plants is rela- 
tively short, the first of these will not 
come on line until 1989. 

While the nuclear plant was under 
construction, maintenance and upgrad- 
ing of some other Napocor generation 
facilities were given low priority, as it 
was assumed that some would be 

hased out after the new plant came on 
ine. Rehabilitation of these plants has 
now begun, but their phased shutdown 
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for needed repairs will worsen the 
power-supply squeeze in the near term. 

In times of power rationing, indus- 
trial eensumers are last to be cut off. US 


military bases (which require 50 mW of - 


— go first. Then come residential 
users 

and, finally, factories, which already re- 
ceive supplies under a rotation scheme. 


r 
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which require about 100 mW) — 





Despite industrial customers’ last-to- |. 


lose status, the intensity of recent short- 
ages have meant that they are affected 
anyway, and can only look forward to 
more-frequent power failures. 

For instance, industry leader Philex 
— Co. had 26 power interruptions 
in the ‘irst seven months of 1987, reduc- 
ing by 200,000 tonnes its copper-ore 
milling operations. That in turn caused 
it to muss twe concentrate shipments, at 
a time when copper prices were high. 
Semicenductor plants in Metro-Manila 
have also kad production disrupted 


by pewer failures and voltage fluctu- — 


ations 


l^ the first half of the year, Napocor 


anc Meralco recorded seven “brown- © 


out days" (including two affecting in- 
dustry lasting a total of 70 hours whi 
led te energy losses of 17.71 gWh. This 


compares with the 1986 first-half record — 
86 hours 


of six brownout days totallin 
and causing energy losses of 12.08 gWh. 
Dreught earlier this year and 
normal precipitation could mean worsen- 
ing conditions in the coming months. 
For imstance, hydroelectric plants, 
which account for about 20% of the 
Philippines’ generating capacity, 
recordec a peak supply capability 
of only 669 mW in May, against 
nominal capacity of 1,224 mW. 
Aurelio Periquet, president of 
the Philippine Chamber of Com- 
merce and Industry, says the effects 


even when use of production capa- 

wy decined sharply during the 
1984-86 recession, lead to a percep- 
tion by many "that we will not have 
support new investments and in- 
creased activities." 

Local businessmen already fear 
that this could further erode their 
cempetit.veness. Power, a major 
cemponent in production costs, is 
said to be more expensive than in 
neighbouring countries — and it 
appears that prices could still rise 
further. Napocor had set a 13.3% 
rate increase for Luzon users after 


of the failures suffered by industry, | 


low |. 


the power-generating capacity to | - 
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ment on 14 Augus 


ses would raise the u 





and 3396 for diesel oil. However, 
ipocor's rate increase was later or- 
id deferred by Aquino after wide- 
pread protests against the oil-price ad- 
ustments.) 
Japocor, however, maintains that 
rates, which average P0.9521 (5 US 
cents) per kilowatt-hour nationwide 
are lower than those in Thailand, where 
rates are closest to the Philippines. But 
urcharges by local distributors push the 
ad price up. (Electricity is distributed 
tally by about. 250 utilities sup- 
ed by Napocor.) Many distributors 
e saddled with non-operating costs 
such as huge outstanding debts and 






















s plan for its central bank, 
^ People's Bank of China 
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he credit rating and terms for suc 
ue, as well as an internal debate 
je extent to which the PBoC or 
should get involved in external 








porary, is untimely. China needs 
rable publicity to help it enter the 


















gation from Japan's Nihon Keizai 
himbun in April. Vice-Finance Minis- 
t Chi Haibin reportedly said China 
'anted to float these bonds in Japan in 
te 1987. | | 
Foreign bankers view the move as 
another step forward by China in its in- 
vement in international finance. A 
ndful of Chinese entities have floated 
nds. overseas and about 1,700 
se units have borrowed exter- 
ally. But the MoF and PBoC, which 
sue large amounts of bonds at home to 
d government spending, have mini- 
exposure overseas. | 
. Early this year, China began seeking 
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hase costs by 58% in the case of fuel 










. The delay, though likely to: 


al markets of New York and Lon- à 


vice from foreign securities firms on- 
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power-line pilferage) which inflate their 
operating expenses. 

The long gestation period for power- 
generating plants (about five years for a 
geothermal plant, six years for a coal 


plant, and eight to 10 years for a hydro- 


tions for national prestige. Daiwa Secu- 
rities, said one source, had been asked 


| to study a possible flotation in Japan — 
| but faced problems over the rating of 
| China as a sovereign risk. 


The rating problem was not expect- 
ed: Chinese issuers have so far obtained 
good ratings and fine terms in Tokyo, 
and that is one reason why the MoF pre- 


| fers to launch its first bonds there. The | 


Bank of China (BoC), for example, got 
an AAA rating; China International 


Trust and Investment Corp. (Citic), 
AA ,and the Fujian Investment and En- 
| terprise Corp. (FIEC), — AA. | 


As a matter of national honour, 
China strongly feels its treasury bonds 
should get the top AAA rating. But the 
preliminary assessment has not been en- 
tirely satisfactory, sources said, and 


1.there is speculation that the PBoC's and 
MoF's rating may fall between - AAA 


and AA+. Chinese officials are report- 
edly unhappy and puzzled that the cen- 
tral bank may get a poorer reception 


than BoC, which administratively is 


subject to PBoC. 

It is unclear how the PBoC or MoF 
has been assessed in Japan, but one 
source said that the process of rating 
them is much more complex than that 
for, say, BoC or Citic, which can be seen 
as independent legal entities with strong 
government backing. PBoC and MoF 
are both full-fledged representatives of 
the Chinese Government; in any credit 
rating, factors such as China's budget 
deficit, its poor investment climate and 
the current strain in Sino-Japanese rela- 


-tions would carry xa Fe than fora 
provincial entity such as FIEC. : 


< China has also. floated bonds in 









ngkong, Singapore and Frankfurt | 1 





lant) further dims the medium- 


rm o ook. And the country's politi- 


cal situation makes future energy-de- 
 mandestimation a tricky job. 


Despite Napocor's frantic efforts to 
adjust its supply programme after the 


* 


‘scrapping of the nuclear plant, the cor- 


nee having difficulty arriving at a 
ikely demand-growth projection on 
which to base its costly investments. 
Should it make ambitious investments 
only to face an economic slowdown, and 
lower demand growth, it would have to 
seek substantial rate increases — which 
would surely be opposed by consumers. 
On the other hand, being overcautious 
could backfire should there be an eco- 
nomic takeoff. | 
For the moment, Napocor is follow- 
ing a development programme based on 


but Japan has been and will remain its 
favourite market. London and New 
York are alternatives but they are un- 
tested and unfamiliar markets to China, 
and even BoC and Citic, which now 
have much experience in overseas-bond 
issues, are moving with extreme cau- 
tion. With the settlement of the Impe- 
rial bond issue, BoC plans to float its 
first Eurodollar bond of US$100 million 
in London in October, say market 
sources. The provincial Guangdong In- 
ternational Trust and Investment Corp. _ 
(Gitic) made a head start in late August 

by issuing a US$50 million Eurodollar 


| bond listed in Luxembourg but covered 


by British regulations — a test of the 
European market prior to BoC's offer. 

In the US, where the Supreme Court 
dismissed claims by pre-1949 Chinese 
bond investors in March, BoC made its 
first five-year syndicated loan of 
US$200 million in mid-year. | 

However, the PBoC or MoF, repre- 
senting the Chinese Government, may 
not be able to move with as much flexi- 
bility as BoC or Gitic. They are undis- 
putedly full government agents, so their 
credit rating will still be affected by 
China's record of unpaid bonds. 


D omestically, there is discussion over 
how the PBoC or MoF fits into the 
division of responsibilities among the 
nine financial institutions (BoC, Citic, 
China Investment Bank, the Bank of 
Communications, and the provincial or 
municipal investment and trust organi- 
sations of Tianjin, Shanghai, Dalian, 
Guangdong.and Fujian) allowed to 
raise funds overseas. Under its 1983 
mandate from the State Council; PBoC 
is the central bank that sets policies and 
coordinates nks ac- 
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the middle range of various economic- 
cte forecasts of 4-6.5% a year until 

992. Based on these, it is assuming de- 
mand growth will — 5.4% a year 
in Luzon over the next 10 years. For the 
next three years, the generation author- 
ity has jected peak demand in- 
creases of 6.1% (to a peak load of 2,733 
mW) in 1988, 5.5% (to 2,880 mW) in 
1989, and 4.9% (to 3,020 mW) in 1990. 
This year, with economic recovery 
clearly under way, the peak demand 
was recorded at 2,573 mW in May, up 
5.7% over the 1986 level. 

In the 10 years ending in 1996, 
aos plans capital spending of about 
P85.8 billion, to support average 
growth in demand nationwide of 5.8% 
annually. That would have to rise to 
P115 billion if demand growth was 





participation will be at the expense of 
the smaller borrowers. 

Whatever problems a PBoC or MoF 
issue may initially face, it appears they 
have good cause to seek external financ- 
ing. Although many Chinese units are 
already in the bond market, the PBoC 
or MoF can fill an important gap in 
China's financial hierarchy. BoC bor- 
rows abroad to maintain China's liquid- 
ity and finance trade. Citic borrows 
mainly for its many subsidiaries and the 
projects of which it is a shareholder. 
Other investment and trust corpora- 
tions borrow for their own provinces. 

Projects such as hotels and export- 
oriented ventures which can generate 
foreign exchange do not lack offers 
from bankers. The apparent role of the 
PBoC or MoF is to borrow on behalf of 
inland provinces and large, important 
state-owned enterprises which do not 
generate foreign exchange and cannot 
attract foreign investment. Also, by act- 

| ing as an intermediary between mios ia 
lenders and domestic borrowers, the 
central government agent is in effect 
centralising external borrowings. 
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thought likely to rise to 7.5% a year, 
and would fall to P57 billion if growth of 
only 4.5% was expected. Napocor says 
financing power plants now costs some 
US$850 for every kilowatt of capacity. 

Under Napcor’s 10-year expansion 
programme, nationwide generation ca- 
pacity will rise from the current 5,788 
mW to 8,328 mW by 1996. A total of 10 
projects are planned for Luzon: the two 
gas turbine plants (of 200 mW each) to 
come on line in 1989 and 1990; five 
geothermal plants q 10 mW each) from 
1991-94; two coal plants (300 mW each) 
in 1992 and 1995, and a hydroelectric 
plant (390 mW) in 1996. 

In the Visayas grid, two geothermal 
plants (of 37.5 mW each) are planned in 
1993 and 1994, to complement the ex- 
pansion of the service area of the geo- 


By Elizabeth Cheng in Xiamen 


T paya broene im cn 
up in China’s two economic 
zones of Shenzhen and Xiamen and the 


old financial centre of € where 
banks is fierce, to — interest 
rates, improve interb Darii, m 
and smooth out problems generated 

the country's continuing banking re- 


forms. 


C — the central bank) in Xiamen, 
told the REVIEW that a draft of the pro- 


posed constitution for the banking as- 
sociation has been sent to all 
members of the for 
consideration and it is to have the 
associations in operation before the end 
of the year 


The draft calls for the PBoC to act as 
permanent chairman of the associa- 
tions: the position of vice-chairman will 
either be rotated among association 


members or put to a vote. Both local 
and foreign will be eligible for 
Inf. bank associations already 


exist in all three centres but these have 


proved e to deal with an in- 
crease in ems from the 
past two years of accelerated re- 
forms, Yang said. The system, 


which had only last year settled into four 
strictly demarcated areas of business 
(foreign exchange, construction, indus- 
trial and 


with banks now undercutting 
each other to win customers, even 


DN. oe PME: Cp Em 
Although the central bank requires 


banks to submit monthly reports of 


their business dealings, have 
arisen because of the different methods 


used for accounting, particularly be- 


. For Mindanao, a gas turbine plant (120 
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Common rules for all players 











_ tapped only during pewer failures. 









thermal plant in Palimpinon, Negros to 
the nearby islands of Panay and Cebu. 






mW) and a hydro plant (225 mW) are 
planned. 

Additional capacity may be added by 
the private sector if the new policy of 
"co-generation," allewing private-sec- 
tor participation in power generation, 
in attracting investors. Al- 
though private business has expressed 
willingness to go into such activity, it is 
seeking attractive incentives. Invest- 
ment rules governing the industry are 
expected to be out in early 1988. 

A ible barrer, however, is 
Napocor's belief that any such plant 
should also set aside reserve capacity, a 
non-earning ion of the asset, to be 

















tween the Chinese and Western sys- - 
tems. With the Chinese em 
in a state of flux, consolida 

on loans and deposits in various sectors 
and localities are non-existent or at best 







a emen, sévendiel c iR 
two forei tative offices 






have sprung up over the past five years, 









eral branches in the i 







tail ICB and ABC. But as a result 
of withm the 
tem, the BoC now finds it has to 







the past two years, the has set 
eight branches in Xiamen alone and 
soon add two more, this is still 
far short of the scores of branches al- 


reat operated by the ICB and 
ABC. | 


The deputy manager of the 
BoC’s Xiamen meer ie 
said staffing has become a nightmare 
the wake of accelerated demand for 
staff with international expertise, not 
only from the BoC itself, but from the 
















ture, “but this still won't be enough 
meet our needs within the next three 
five years," Lin said. 
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Under the weather 


Drought and flood batter the region's crops 


By Review Correspondents 
A’ unusual combination of wide- 
spread floods and drought have se- 
verely reduced harvests on the Subcon- 
tinent and in Southeast Asia, leaving 
many countries facing the prospect of 
reduced agricultural exports, and the 
even thornier possibility of increased or 
renewed grain imports. 

For the region’s largest food export- 
er, Thailand, this season will probably 
»e one of reduced rice and maize sales, 
and perhaps some imports. India, too, 
may need to buy grain abroad, but can 
»robably afford to do so without any 
severe strain on its economy. These are 
the lucky countries: their rer neigh- 
»ours, such as Bangladesh, will mostly 
nave to hope for aid. 

The result of the shortfalls is likely to 
»e a change in the pattern of farm-pro- 
duct trade in the region lasting perhaps 
nto late 1988, with most of the benefit 
zoing to Western producers such as the 
JS and EC. The real picture may not be 
known until late this year, or early next, 
with some governments expected 
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to put off the politically difficult 
question of imports until they are 
unavoidable. 

Rice production must rise 3-3.5% a 
year in Asia to keep pace with the re- 
gion’s population growth, according to 
the Asian Development Bank; instead, 
it has fallen almost across the board this 
year. Bangladesh’s production may be 
down 9%; Thailand's by 6%, India's al- 
most a third. Those forced out into 
world rice markets will find prices rising 
as supplies fall short. 

For Thailand, with its bountiful rice 
crop, there will be no problems at home 
despite a severe drought in the rice- 
growing regions. But the Thais will have 
less to sell with the main crop estimated 
at 15.8 million tonnes, down from 16.8 
million and 17.9 million in the previous 
two seasons. A total of 2.4 million ton- 
nes was shipped abroad during the first 
half of 1987, a decline of 7.25% on the 
1986 period. It will be some time before 
full year figures for 1987 and 1988 are 
known, but shipments are expected to 
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fall below the 4-4.5 million-tonne level 
achieved during most recent years. 

Lower sales will be partly offset by 
higher prices, but commodity-industry 
sources estimate that prices would have 
to rise by 25?6 to fully compensate Thai- 
land for the volume declines expected 
during this year and next. While prices 
are on the upswing (US$225 a tonne in 
late August against US$213 in late 
May), à 35% gain is viewed as unlikely 
unless extremely severe shortages deve- 
lop. Sugarcane production has also 
been hard hit by drought, falling to an 
estimated 21-22 million tonnes this year 
from 24.4 million last year. 

More troublesome for Thailand will 
be the maize crop. Production stood at 
4.1 million tonnes last year and is likely 
to fall to 3.3-3.5 million tonnes this year. 
The exportable surplus could fall to 1.6 
million tonnes in the year ending 30 
June 1988, from 2.9 million tonnes in 
the previous season. Thailand is be- 
lieved to have discussed maize pur- 
chases with the US. 

There is far less room for manoeuvre 
in Indonesia, with some commodity-in- 
dustry sources predicting the need for 
imports by late this year — though the 

overnment says the target of 27.3 mil- 
kon tonnes of rice will be reached de- 
spite widespread drought. 

The government has already started 
releasing rice from storage, but stocks 
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may only last 90-120 days, according to 
agricultural experts in the US. In- 
donesia was the world's biggest import- 
er of rice until two years ago, buying 
some 2 million tonnes annually out of a 
world-market total of 11-12 million. 
(The world market represents only a 
small fraction of world production, with 
most rice being consumed within a few 
miles of where it was grown.) 


qm years ago, however, Indonesia's 
production finally caught up with 
its hungry population (leaving even 
a small but symbolically important 
surplus last year for export). In recent 
years, Indonesia sought to encourage 
the cultivation of higher-quality rice E 
excluding low-quality paddy from its 
domestic procurement system. Now, in- 
dustry sources say, Jakarta has been 
forced to buy up even poor-quality rice, 
and that may still not be enough. It is 
rumoured that the country will have to 
import some 500,000-1 million tonnes. 

Secondary crops, such as tea, maize, 
sugar, soyabean and coffee have been 
affected as well. 

China has been hit by both drought 
and floods, which have affected virtu- 
d every region of the country. By end- 
July drought had damaged 26 million ha 
of summer wheat in such areas as Si- 
chuan, Heilongjiang, Henan and Inner 
Mongolia. In Hebei province, for exam- 
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ASIA’S AFFECTED HARVESTS 


ple, 70% of the crop for wheat, peanuts 
and cotton was lost to drought. One 
area of 400,000 ha was so dry that the 
grain harvest was said to have failed 
totally. Heavy rain and hailstorms 
helped in some areas — but caused 
damage of their own. The result is a 
summer crop of about 90 million tonnes, 
or some 3 million less than expected. 

The country is thus unlikely to reach 


its production target of 405 million ton- 
nes of grain this year, and will certainly 
have t increase imports. During the 
first seven months of 1987, China im- 
rted 3.54 million tonnes of grain —u 

rom 7.73 million tonnes for all of 1986. 
Full-year imports may hit 10 million 
tonnes — or even 12 million, according 


to some estimates. Below-target har- - 


vests, cheap world prices for most grains 
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and rising demand for both human and 
animal foods will buoy Chinese buying. 
The question in grain-trading circles is 
how China will achieve a balance in grain. 

Commodity experts are wondering 
whether China will turn to exporting 
mce, using the foreign exchange to buy 
cheaper subsidised wheat. China could 
normally export 1 million tonnes of rice 
& year, out of a crop of about 160 million 
tonnes. That might fall to 800,000 ton- 
nes in a particularly bad year. But it is 
possible for China to add 500,000 ton- 
pes to world markets without strain, 

ining it more foreign-exchange earn- 
ings — and probably cutting into Thai- 
land's revenue by holding prices down. 

China will be the biggest importer of 
Australian wheat this year. In addition, 
the US recently offered China 1 million 
tonnes of subsidised wheat — the sec- 
«nd such offer from the US this year. 
Trade reports in the US suggest that 
‘China may import 4 million tonnes of 
US grain this year, of which half will be 
wheat (the rest being soyabeans, maize 
and barley). The Chinese are believed 
to have been eager to nail down a 
number of wheat purchases as it became 
«ear that the Indian harvest would fall 
far short of target. 


f India's 407 districts, 262 have re- 

ported below average rainfall. Indian 
officials are expecting a 31% decline in 
r:ce production, and a 50% fall in coarse 
grains, during the kharif (summer) sea- 
son. Summer crops usually account for 
about two-thirds of India's agricultural 
output. In all, Indian economists pre- 
dict an 18 million-tonne decline in the 
country's foodgrain production from its 
level of about 150 million tonnes in most 
recent T bait Cash crops like cotton, 
jute and sugar have also suffered, mean- 
iag a likely decline in exports. The com- 
bination of reduced exports and in- 
creased imports could add Rs 7 billion 
(US$534.4 million) to India's trade de- 
ficit. Government spending on drought 
relief could run to Rs 15 billion, and in- 
flation might rise to 10-12%. 

India is one of the countries with 
iaternal-distribution problems, mean- 
ing that it may end up having to import 
more wheat than it actually needs 
because domestic stocks are not getting 
to deficit areas. (It is expected by most 
market sources that grain imports will 
tend to be wheat, which is considered 
less politically sensitive than rice.) 

Logistics also plague Burma, which 
i* believed to have been largely absent 
from rice-export markets this year. Its 
internal procurement and distribution 
system, changed some months ago to 

ve the cooperatives a greater role in 

e economy, has instead had the effect 
af throwing the system into disarray and 
diverting even more rice onto the black 
market. Burma's very poor quality rice, 
which normally cannot compete with 
such players as Thailand on world mar- 
kets, might find buyers in such a tight 


year as this. However, it was rumoured 
earlier to have lost even Soviet pur- 
chases for Vietnam. (The Soviets are 
thought to have bought rice from Thai- 
land instead.) 

Vietnam, and the other countries of 
Indochina, are some of the worst-af- 
fected in Asia. Cambodia, for example, 
has been hit by its worst drought in more 
than a decade. Most of the country's 
short-season rice crop, normally harvest- 
ed in September, has been lost. Less than 
20% of the 1.8 million ha of rice fields tar- 
geted for this year's main crop had been 
planted by mid-August, officials say. 
Officials fear that Cambodia's rice har- 
vest this year could be under 1.5 mil- 
lion tonnes, about 500,000 tonnes short 
of the minimum required to feed itself. 

Drought has ravaged 10 northern 
Lao provinces — about half the coun- 
trys rice-growing area. The govern- 
ment said in mid-August that this year's 
crop in this region would total some 
386,000 tonnes — less than 60% of last 

ear’s harvest. Laos, like Cambodia, 

as appealed for international aid. Viet- 
nam's rice output was about 18 million 
tonnes a year during the past three 
years, but that figure could be consider- 
ably lower this year. 

Almost as badly off as Indochina is 
Bangladesh, where the worst floods in 
decades have destroyed about 2 million 
tonnes of rice. The country's grain-pro- 
duction target had been set at 17.5 mil- 
lion tonnes, almost identical to the 
target last year (when the harvest fell 
short by almost 1 million tonnes due to 
drought and flood). Officials say the 
country will have to import 3.5 million 
tonnes of foodgrains in the year that 
began in July, against an original target 
of some 2 million tonnes. The final fig- 
ures are unlikely to be known before 
early October. 

Only two countries in the region can 
expect to benefit from the shortfalls in 
other areas: Australia and Malaysia. 
Australia's wheat exports, however, are 
already spoken for. They should total 
some n million tonnes this year, out 
of a crop of 13.6 million tonnes, the 
Australian Wheat Board has estimated. 

Malaysia, meanwhile, can expect a 
windfall in palm-oil exports. Heavier 
orders are posee from India (though 
no unusually large orders have yet been 
received), which some trade sources be- 
lieve will have to import 2.5 million ton- 
nes of edible oils during 1987-88 to meet 
domestic shortfalls — up from 1.6 mil- 
lion tonnes imported during the previ- 
ous year. Malaysian Primary Industries 
Minister Lim Keng Yaik has estimated 
India's purchases of Malaysian palm oil 
at about 1 million tonnes this year, up 
from 750,000 tonnes in 1986. 

China will also be buying more Ma- 
laysian palm oil: up to 200,000 tonnes 
this year against 120,000 tonnes last 
year and 50,000 in 1985. These pur- 
chases, however, are thought to repre- 
sent rising domestic spending power. Kl 


TRANSPORT 


Highway protests 
gain momentum 


Officials fear toll charges 
may hit development 


By Michael Westlake in Kuala Lumpur 
alaysia's controversial north-south 
highway project, already the focus 

of a lawsuit filed by opposition leader 


Lim Kit Siang (REVIEW, 3 Sept.), now 
faces a growing chorus of opposition to 
proposed road-toll charges, a key ele- 
ment of the scheme. 

The M$3.4 billion (US$1.3 billion) 
contract to build the remaining 504 km 
of the 900-km road, maintain the high- 
way and collect the tolls has already 
been awarded by the government to 
United Engineers (Malaysia), or UE. 
The deal, has been blocked pending the 
hearing of Lim's suit. 

The scheme has been opposed by 
Lim's Democratic Action Party and the 
Parti Islam, which has called on the gov- 
ernment to explain the role of Hatibudi, 
which has a controlling 5095 stake in UE 
and is owned by the United Malay's Na- 
tional Organisation (Umno), the lead- 
ing party in Malaysia's ruling National 
Front coalition (REVIEW, 30 July). 

On 28 August, mounting political 
proc prompted Prime Minister and 

mno president Datuk Seri Mahathir 
Mohamad to respond to critics. He said 
the law should not be used to frustrate 
necessary actions by the government 
and stressed that the tolls were crucial to 
the funding of the road projects. 

Provincial officials, trucking com- 
panies and public-works unions have 
mounted a vociferous campaign against 
toll charges on two roads — between 
Kuala Lumpur and the port town of Klang 
— which will be transferred to UE under 
the terms of the privatisation deal. 

The two roads are the planned New 
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Klang Valley Expressway, linking 
Klang with the northern part of 
Kuala Lumpur, and the old, congested 
non-toll Federal Highway, connecting 
the port to the south of the capital. The 
vernment plans to widen this road 
into a six-lane highway with toll booths 
an either side of the Selangor state capi- 
tal of Shah Alam, which is about half- 
way between Klang and the capital. 
mno officials in Selangor, includ- 
irg chief minister Datuk Muhammad 
Muhammad Taib, are concerned that 
the tolls could have an adverse effect on 
the state's industrial development. 
They are also worried that commuters 
between Shah Alam and the capital's 
suburbs would be hurt by the charges. 
Their concern was sohasi on 28 August 
by the state Malaysian Chinese Associa- 
tion, whose leaders include the deputy 
chairman of the party — the second 
largest in the National Front. 

n 24 August, Federal Works Minis- 
ter Datuk S. Samy Vellu said the gov- 
ernment had no choice but to include 
the two roads to Klang in the deal be- 
cause otherwise money spent on the 
north-south highway would not be re- 
covered for the next 100 years. 


yor has proposed a new, reduced 
rate for all toll highways of 5 M 
cents/km for cars, 7.5 M cents for small 
tmicks and 10 M cents for buses and 
other heavy vehicles. Bus and taxi com- 
panies are still arguing with the govern- 
ment and may yet win further reduc- 


tions. 

The tolls proposed for the Kuala 
Lumpur-Klang road are considerably 
higher than the all-highway rates and 
would range from M$1.50-4.50. They 
would be collected in two stages with a 
heavier loading on the section nearest 
Kuala Lumpur. Traffic density on this 
read, currently about 90,000 vehicles a 
day, is expected to rise to 120-140,000 a 
day when the projects are completed. 

The Selangor and Federal Territory 
Lorry Transport Association has 
warned that the new charges will push 
up operating costs. It says that about 
1.500 trucks use the highway two or 
three times a day and that the tolls 
would increase costs by M$450 a month. 

Opposition to the Klang road tolls 
has added to the rising clamour over the 
future cost of using the north-south 
highway. So far the government has 
adopted what many consider to be a 
high-handed approach to the whole af- 
fair. It has been reluctant to provide de- 
tails of the schemes and has failed to 
launch any coherent campaign aimed at 
allaying fears and promoting the bene- 
fits of the roads. 

Its attitude was underscored by 
Vellu’s reaction to Muhammad's charge 
that Selangor authorities had not been 
consulted. “I cannot be talking to each 
ard every mentri besar [chief minister] 
about the matter. Mentris besar come 
and go..." 
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BORROWINGS 


Taking the credit 


Haryana chief minister promises to write off farm loans 


By Lincoln Kaye in Bombay 


B newly elected Haryana Chief Minis- 
ter Devi Lal has his way, 750,000 small 
farmers in India's richest state will be 
forgiven a total of Rs 2.3 billion 
(US$175.6 million) in agricultural 
credit. The governor of the Reserve 
Bank of India (RBI, the central bank) 
and Prime Minister Rajiv Gandhi have 
both warned that setting such a prece- 
dent could wreck the entire rural credit 
system, which has assets estimated at 
nearly Rs 200 billion. 

Commercial banks are incensed at 
the prospect of having to write off Rs 1.5 
billion of Haryana debt from their own 
books and help finance the state's buy- 
out of the rema Rs 815 million 
worth of loans, which are held by 
cooperatives. 

e loan waivers are in partial fulfil- 
ment of Lal's campaign promise to write 





off as much as Rs 8.5 billion worth of 
rural credit. This pledge, together with 
the political problems faced by Gan- 
dhi's central government, swept the o 

position Lok Dal party to a landslide 
victory over an incumbent from the rul- 


ing Congress party in June. 

Lal's defenders point out that his 
predecessor did not hesitate in writing 
off Rs 1.1 billion of World Bank- 
backed irrigation loans. The latest 
round of write-offs is even more timely, 
they stress, in the light of the hardships 
—— facing drought-stricken farm- 
ers. , they add, frank waivers of al- 
ready-deployed loans are at least more 
productive and responsible than the 
Congress party-backed “credit camps" 
that give away billions of rupees in small 
loans to buy votes. 

Banks are forced at these melas (lit- 
erally country fairs) to lend money with 
scant hope of ever monitoring its use, let 
alone recovering advances. Bank offic- 


ers who baulk at mela lending have been 
threatened by Minister of State for Fi- 
nance Jana Poojary with banish- 
ment to Assam or Punjab, where ter- 
rorists routinely rob branch banks at 
gunpoint. 

trict RBI regulations make it hard 
for the mela loans ever to be written off. 
If they were, banking sources suspect, 
some seemingly profitable commercial 
banks would abruptly find themselves in 
the red. But better this h , ac- 
cording to official thinking, than to set 
the highly visible precedent of whole- 
sale write-offs. 

According to RBI governor R. N. 
Malhotra, “generalised waivers . . . 
have serious demonstration effects. 
There may be an apparent benefit to 
those whose loans are taken over, while 
the inclination of other borrowers to 
repay their loans gets weakened." 

Lal had anticipated such quibbles 
back in June, when he was campaigni 
in Haryana's villages. Never mind how 
the bankers rail, he told a crowd at one 
whistle stop, “once I become your 
leader, I will demand to know how 
much a poo e owe banks. A re- 
port will be . Devi Lal will order the 
debts written off. A paper will come. I 
will sign it.” 

In practice, it has almost turned out 
to be that simple. A state cabinet sub- 
committee targeted Rs 120 million 
worth of tractor finance from the state 
Land Development Bank, Rs 453 mil- 
lion in crop loans from the cooperative 
banks, Rs 242 million from social wel- 
fare co tions and Rs 1.5 billion 
worth of “unrecoverable” loans from 
commercial banks. The loan waivers 
were subject to a ceiling of Rs 10,000 
apiece. 

The only hitch is how to pay for 
them. Lal wants the commercial bank 
loans written off under a long-disused 
populist “small loan guarantee scheme” 
drafted by former prime minister Indira 
Gandhi in 1970, shortly after her 
nationalisation of the banks. He also ex- 
pects the commercial banks to lend state 
corporations an additional Rs 159 mil- 
lion to help finance the buy-out of the 
remai Rs 815 million worth of 
waived loans. As for the rest, Haryana 
will probably have to turn to RBI “ways 
and means” facilities. But these will not 
be eno to cover the full amount, 
warns Malhotra. If the RBI or the 
nationalised banks refuse to provide 
additional cash, Lok Dal m! 
h the political responsibility for sol- 
vine da problem will rest squarely with 
the Congress party. o 
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POLICIES 


Aid begins at home 


Taiwan decides to become a donor country 


By Jonathan Moore in Taipei 


I: a bid to win more friends, cut its 
dependence on the US market and 
utilise some of its massive foreign re- 
serve holdings, Taiwan is drawing up 
plans for a US$3 billion tied-aid pro- 
gramme for developing countries. 

The Ministry of Economic Affairs 
(MoEA) has put forward a scheme to 
create a fund to provide low-interest 
loans at home and abroad to assist in di- 
——H nas export markets and 
increase Taiwan investment in other de- 
Meses countries, A regional 
neighbours like the Philippines, Thai- 
land and Indonesia. 

The plan, which is still at a prelimi- 
nary stage, pir an assistance pro- 
gramme that could include lending to 
anyone from domestic businessmen 
with plans to invest overseas to ae 
governments, as long as the loans offer 
“mutual benefit” to Taiwan and the 
target country. 

“The fund is for as many people as 
possible," said John C. I. Ni, director of 
the Industrial Development and Invest- 
ment Centre which drew up the plan. 

Although the proposal is far from 
finalised, it was approved “in principle” 
on 25 August by the Central Bank of 
China (CBC) and the Ministry of 
Foreign Affairs, both of which would 
have a say in administering the fund 
along with MoEA and the Ministry of 
Finance. 

“Our government has a policy of 
liberalisation and internationalisation," 
said MoEA Vice-Minister Wang Chien- 
shien, the fund’s main sponsor, “We 
need this fund to help us become more 
international.” 

The proposal comes at a time when 
Taipei is seeking a better balance be- 
tween its foreign earnings and outlets 
for these funds. Taiwan’s export-driven 
economy has turned the country into a 
prominent player in world trade. In 
1986, it bought and sold US$64 billion 
worth of products, with Pm out- 
psi m imports by US$15.63 billion. 

is has caused a massive buildup of 
under-invested domestic capital and a 
US$63 billion cache of foreign-ex- 
change reserves, in part because until 
last month there were severe restric- 
tions on the outflow of capital from the 
country. MoEA would like to use the 
forex reserves to fund the plan, which 
they say would encourage investors to 
put some of their capital into investment 
projects overseas. 

The stated goals of the MoEA plan 


are to take an active role in aiding Third 
World development; to promote 
foreign investment; diversify Taiwan's 
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export markets. and ease the trade 
surplus with the US and its resultant 
protectionism. _ 

The aid plan, if implemented, will be 
Taiwan's first major experiment in 
foreign lending, though it was a found- 
ing member of the Asian Development 
Bank in 1966 and a contributing 
member since the early 1980s, and has 
provided technical assistance to coun- 
tries in Africa. Latin America and 
Southeast Asia for two decades. 

Although inexperience in overseas 
banking is bound to present problems in 
disbursing aid, the government believes 
the access to a pool of aid funds will act 
as an incentive to commercial banks to 
extend their offshore branch network, 
which presently totals only 16. Estab- 
lishment of an international banking 





network would see Taiwan on its way to 
carving out a long-term role as an over- 
seas lender. 


M» officials hope the plan will 
enhance Taipei's reputation with 
countries with which it already has dip- 
lomatic relations and establish new, 
“substantive” relationships with the 
large number of countries where it does 
not have formal ties. In moving to be- 
coming an aid donor, Taiwan also takes 
a step in the direction of shedding its 
reputation as an insular nation. 

MoEA officials admit to be pushing 
a vague plan. Details, they say, will be 
worked out after it is approved by the 
Executive Yuan, though they hope the 
scheme will be in operation in six to nine 
months. 


However, some foreign observers 
suggested that a programmé designed to 
embrace so many objectives at once 


might be too unwieldy to survive the — 


bureaucratic approval process. “Rarely 
does a programme that is so poorly fo- 
cused succeed in iren Bre objec- 
tives," one foreign analyst observed. 

Currently. there are few specific in- 
dications as to how the funds will be dis- 
tributed, but three broad areas have 
been suggested by the ministry. Accord- 
ing to the rcugh-craft proposal, loans 
would be available to local exporters 
through the Export-Import Bank, and 
to overseas buyers through new com- 
mercial bank branches, to increase ex- 
ports of labour-intensive equipment, 
machinery and products to other de- 
veloping countries; commercial bank 
loans would be used to assist in import- 
ing hi-tech equipment from the US, and 
the Ex-Im Bank would provide equity 

articipation. loans and insurance for 
aiwan investments offshore. 

The fund is intended to be open- 
ended and presumably would grow in 
size and reach, say MoEA officials. In- 
donesia, Thailand and the Philippines 
are three countries that have 
been named as early targets of 
the fur. d. Industries which would 
benefit initially include 
foodstuffs, minerals, textiles, 
construction, transportation 
equipment and engineering. 

One area of the plan yet to be 
settled is where the US$3 billion 


would like to borrow from the 
US$63 billion of foreign-ex- 
change reserves controlled by the 
CBC. Ministry officials 

that the money, most of which is 
in Treasury bills and other instru- 
ments in the US, is not being effi- 
ciently used. Taiwan’s budget, 
which is NT$479.67 bil 
(US$15.9 billion) for fiscal 1988 
(ending June), cannot afford to 
supply the US$3 billion for the 
fund, they say. 

However, the CBC insists that 
it is not the bank’s role to lend 
this money, which it says belongs to 
Taiwan's citizens, and the CBC's opin- 
ion is the rule where the foreign re- 
serves are concerned. MoEA officials 
remain confident the money could be 
raised elsewhere, perhaps from domes- 
tic banks, if the CBC gets its way, 
and they do not expect the fund itself 
to be blocked by the debate over the 
reserves. 

Some observers point out that Wash- 
ington might resist the export-boosting 
idea because of the eventual competi- 
tion it could cause US exporters. How- 
ever, Taiwan officials familiar with the 
plan dismissed the notion that it would 


promote aw«ward competitive situa- — 
tions because Taiwan's exports comple- | 
ment, rather than compete with, Vs | 


hi-tech equipment. R 


is to come from. The MoEA 















nesia between powerful business 
monopolies and free market forces has 
some of the characteristics of a tradi- 
tonal wayang kulit shadow play. The 
forces of good and evil are not always 





5 shadowy. silhouettes, sometimes 
vapping identities. : 

Thus at one moment President 
uharto can appear as an almost avun- 





patronage to his support- 
associates, fo preserve a 
balance of power, and to 


delicate- 


ay Rowley in Jakarta — 

| It seems there are two 
Indonesian 
| mies. One appears to 
| function impersonally 
and mechanically and 


| less successfully, by 
igovernment techno- 
n there is another which appa- 


ndividuals bent on personal gain 
vhich is sinking deeper into corrup- 
rand debt. l s] 


tional Monetary Fund as well as major 
ane perceived by growing numbers 


economists both within and outside [n- 
donesia. In reality the two images con- 
ion. 
-^ Indonesia'$ economy has for years 
been guided by a corps of US-trained 
echnocrats who have done all the right 
things in the eyes of their mentors. They 
kave continuously ^ adjusted 
adapted what is euphemistically termed 
3 "high-cost" (bureaucratic and illicit- 
payment riddled) economy, to keep it 





“the ravages wrought by the oil- 

ce collapse. 

t is partly thanks to these techno- 
iat Indonesia has been able to 






$ which ha 








"he struggle being waged in Indo- 


ack and white characters: they appear | 


figure — “Bapak” Suharto — dis- 






c econo- | 
Bis managed, more or. 
very much at the whim of pri- 


he first economy is the one which. 
iues to inspire trust and even ad- | - 
ion from multilateral institutions | 

as the World Bank and the Interna- 
ateral aid donors. The second is the. 


of disenchanted businessmen and- 


ge, though with increasing distor- 


and © 


mpetitive, and more recently to cope - 





^« © | development were it not for the fact that 
| Suharto's position as the dalang or pup- 
oe es | s ~ | peteer is being challenged now from 
ensure the well being of his people. | without by an even more shadowy en- 
At the next moment he may be por- | tity: the impersonal exigencies of exter- 
trayed as using his power to enrich those | nalfinance. . —— 
closest to him, including his own family, Indonesia has sunk heavily into 
and sacrificing the Indonesian economy | foreign debt following the savage de- 
to that end. | cline. in its oil revenues, gaining the 
But Suharto's technocrats are also | dubious distinction of being Asia’s 
ambivalent characters in this drama. | biggest debtor, and the foreign aid 
They enter as the champions of econo- | donors who keep the economy afloat - 
mic liberalism but can also be cast as | want to see economic reform in return 
enemies of the national interest, lackeys | for their money. The multilateral finan- 
of multilateral financial institutions and | cial institutions, aided and abetted it ap- 
of multinational business. pears by some of Indonesia’s most 
The drama might have continued to | powerful bilateral donors, want to see 
unfold as slowly as Indonesia's own | the country open its economy more to 






































_ Indonesia struggles with rival paths to progress | 


i | Econo 





ic schizophrenia 


and often very wealthy Chinese busi- 
nessmenknownascukongs. ^^ ——— 
From time to time this balancing act 
has faced various threats, such as that 
posed recently by fundamentalist Is- 
lamic pressures spreading from the Mid- 
dle East. Suharto can probably cope 
with such internal threats, just as he can 
expect to cope with the external econo- 
mic challenges Indonesia faces, with the 
aid of his own technocrats and the inter- 
national community. ' | a 
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comfortably small. But the technocrats | 
could not have succeeded without the 

willingness of the head of government 
| — President Suharto — to listen to them 
and to hold a balance between national 
-interest and the self-interest- of: other 
.. For more than 20 years Suharto has 
‘kept this difficult balance among a com- 
_ plex mix of economic interests embrac- 
ing the Indonesian military, the emer- 
- gent pribumi (indigenous Indonesian) 
business class and the more traditional 


P aradoxically, the challenge he seems 
unable or unwilling to come to 
grips with is the one which is. literally 
closest to home: the growing influence 
of his own family and associates in speci- 
. fic industries and in Indonesia's econ- 
omy a$ à whole. All discussion nowa- 
days of the key issues affecting the In- 
donesian economy — the vulnerability 
of the currency, the dangers of renewed 
capital flight, the fragile balance-of- 
payments. and reserves situation and the 
mounting burden of foreign debt — 
somehow leads back to the question of 
the politically well-connected business 
monopolies. = | | 
The monopolies, which often enjoy 
the exclusive rights to import, produce 
or distribute essential goods and raw 
materials, ironically have come into the 
limelight largely as a result of those re- 
forms which the government has been 
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ternational and thus raise the level of 
business activity, reduce prices and 
create employment. The high costs of 


| raw materials and other inputs which 


have long prevented Indonesia's non-oil 
exports from competing in international 
markets would finally be dampened. 
But opening up Indonesia's markets 
beyond the margin already achieved 
would involve the end of the system of 
business parom and privilege sur- 
rounding Suharto’s New Order regime. 
The struggle between tbe wayang 
protagonists is bound to intensify. In- 


donesia has to earn more abroad in 


order to reduce its dependence on 


foreign aid, to finance its current-ac- 


count and budget deficits and to lessen 
its heavy debt-servicing burden. It also 





public officials have been a major fac- 
tor. Attacking this factor in export 
import business, the government 
simplified trade procedures, and in a 
radical decision delegated the job of 
customs inspection to a Swiss firm, 
(REVIEW, 25 Apr. 85). Illegal pro- 
fits, “black money” and diversion of 
funds paid to tax collectors are simi- 
larly being attacked through a com- 
prehensive reform of the tax system. 
Measures designed to “deregu- 
late” certain sensitive areas of the 
economy where high costs had be- 
come endemic followed in May and 
October of 1986. when tariffs were 
introduced to replace certain import 
quotas. The May package allowed . 
exporters to import directly inputs — 
normally subject to quotas or li- 
cences — where the domestic market 
could not suppply them at competi- 
tive. prices. Some existing tariffs 
were reduced too, to compensate for |: 
the rises in import costs caused by .. E 
the 12 September devaluation. 
All this has served as a jungle- 
clearing operation to expose what 
lies beneath the undergrowth — a 
web of business privilege and mono- 
poly which surrounds the president’s 
family and friends. Multilateral in- 
stitutions like the World Bank and 
the IMF have long known about this 
nexus but have preferred to down- | 
play its importance, stressing in- | 
stead the virtues of the technocrats 
and the progress Indonesia has made 
towards economic liberalisation. 
Currently, the Indonesian leader- 
ship is in a defensive mood over the 
monopolies issue and has reacted an- 
grily against any form of outside inter- 
ference in what it terms state affairs. 
Visiting pressmen are advised by 
government sources to stay away 
from the subject of "number one." 
But in practice it is virtually im- _ 
possible to do so because the weight - 
of internal debate on the issue, let 
alone the hard economic evidence, 








national trade. This would stimu- | 
late competition, domestic as well as in- 


change reserves. 

But as fast as the firming price of oil 
and improving performance of other ex- 
ports was bringing in more foreign ex 
change during the first half of this year, 
capital flight was draining it out of the 
country again. Monetary policy has 
been forced to become the handmaiden 
9f currency defence rather than the too! 
for boosting economic activity. 

Jakarta is running out of options to 
offset high costs which originate in the 
system of business patronage. In- 
donesia can still afford to pay its way in 
the world — with the willing help of its 
friends — but its room for economic 
manoeuvre and margin for error have 
become small while its vulnerability to 
external shocks hast become great. 

— Anthony Rowley 


is so great. Stories-of certain presiden- 
tial associates and relatives of senior 
ministers using their position to force 
their way into public contracts being 
awarded are readily heard in Jakarta. 
The government closed down the local 
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newspaper Sinar Harapan late last y 
after it carried articles dealing with th 
monopolies. i 
But since then a variety of pow 
voices, from Justice Minister Ism 
Saleh t» the chairman of the Indones 
Chamber of Commerce and I 
try and the (Muslim) United D 
lopment Party, have all attack 
gen eneral subject of business mo 
posi spublicly. 
| - indicative of mounting pu 
concern ver corruption and 1 
s, senior government fig 
noted publicly towards the e 
August that efforts are continu 
minimise both problems. Suha 
' took the unusual step of denyi 
legstions that a charity fund 
mirdstered by his wife was usec 
family or personal gain. On anot 
occasion, at an economic congr 
| sponsored by a private-sector bu 
ness group, Economic Coordinatin 
Minister Ali Wardhana said that 
“we should remove the high-c 
factors" to improve economic e 
ciency. . 
Trade Minister Rachmat- Sal 
criticised: Indonesians. for com- 
| placency and a "lack of finesse 
^in exporting. He also warned again: 
|. Indonesians. being mesmerised b 
- the-country's. comparative edgé in 
raw materials and cheap labour 
‘white world markets were becam g 
. more sophisticated. P 
. - Informed Jakartans are far. from 
clear about why Suharto has not yet 
_ moved to. quell corruption claim 
— Views range from the notion that he 
personally is unaware of the extent 
of wheeling and dealing involving 
his: family, to the idea that. u 
scrüpulous business: partners 
a blatantly taking advantage of: 
2 connections with the pre: 
is fa : to do eas OD an 
























































































































_ | operate because he needs a reliable 


P- 


a 





source of funds to support extra-budget- 
ary social and development projects 
which have characterised his long 
tenure. 

An alternative view, that the entire 
business nexus surrounding Suharto has 
now become so complex that he needs 
outside support (from the army and 
other quarters) to deal with it, has some 
adherents. There is yet another view: 
that Suharto is waiting until after the 
presidential elections next April (for 
which he is the only candidate) be- 
fore showing his hand. 

It will be after the elections that 
he reshuffles his cabinet. The rela- 
tive weightings given to technocrats 
favouring a more open and interna- 
tionally competitive economy ver- 
sus the nationalists or *engineers" 
favouring protection for domestic 
industries and emerging pribumi 
businessmen will be indicative of 
any change in policy, observers say. 
So too will the representation given 
to the group linked to the national 
Golkar party favouring continuance 
of economic patronage for New 
“Order supporters. 

Meanwhile, government techno- 
crats appear to be almost at the end 
of their ability to make further 
technical adjustments to reduce re- 
sidual high costs in the economy. Non- 
oil exports, which Indonesia badly 
needs to promote in order to compen- 
sate for oil revenues that have vir- 
tually halved since 1984, are critical- 
ly dependent upon imports of basic raw 
materials, such as steel, plastics and 
others, which are controlled by mono- 
polies. 

Devaluation has been used on 
numerous occasions since 1978 to pro- 
vide lift-off for non-oil exports in terms 


Tig" 


- Who's who in Jakarta 
d ttempts to understand the economic poli 


* * 
cess in Indonesia usually fall back on an analysis depict- 
p (bio nen apuro camps. The camp 





of price competitiveness. Were it not for 
the fact that foodstuff imports are gov- 
ernment-controlled in Indonesia, and 
that state subsidies cushion the prices of 
these and other essentials like cooking 
oil, the inflationary impact of devalua- 
tion would have been intolerable. As it 
is, the burden has simply been shifted to 
the (now deficit-ridden) budget, via in- 
creased subsidies. 

But that option is virtually exhausted 
now. Finance Minister Radius Prawiro 
told the REVIEW that devaluation "is 


KEEPING PRICES 
UNDER CONTROL 


indonesian inflation (CPI) 
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not a solution that can guarantee you to 
be competitive and you may not devalue 
the currency too en or it will 
create problems with regard to the cost 
structure and for those dealing in 
offshore financing." Arifin Siregar, 
governor of Bank Indonesia (the 
central bank), echoed this sentiment, 
saying that “devaluation should not be 
considered as an end in itself: it is a 
crude weapon.” 

Thus all roads lead back to the need 
for other forms of cost cutting in pursuit 


weighs 
spent on 
pro- products were 
Talk of 
favoured bythe — implies a 
comp 


Mafia," the Western-educated technocrats, who propound 


Norid Bank and free marketeers is the so-called “Berkeley 


. eutward-looking policies aimed at fostering an internation- 
| o Aa pi economy. This includes the encouragement 
of 


rs E U total balance ond the ciiastion of 





of international price competitiveness 
— in other words, an attack on the 
monopolies. A promising line of ap- 
proach was foreshadowed by the Minis- 
ter of National Development Planning, 
J. B. Sumarlin. Sumarlin told the 
REVIEW early in August that he was 
about to begin a series of meetings with 
Indonesian steel industry heads with a 
view to reducing “high costs.” 

Since May 1986, some import restric- 
tions have in fact been relaxed and 
tariffs have replaced what was politely 
described as a "non-transparent" 
form of import restriction. Some 160 
products have been removed from 
the import-licensing list and tariffs 
have been reduced on 153 com- 
modities. Deregulation has mainly 
involved machinery and heavy in- 
dustries, and the car, electronics, 
textile and chemical industries. 

But the roots of monopoly trade 
and business practices in Indonesia 
go deep. They have to do with a 
powerful desire for agricultural self- 
sufficiency (already attained in rice 
and aimed at in sugar) and for indus- 
trial achievement. Together these 
translate into potent economic 
nationalism which manifests itself in 
an import-substitution psychology 
rather than trade policies favouring 
specialisation and comparative advan- 
tage. On top of this is an overlay of trad- 
itional bureaucratic interventionism 
and suspicion of free enterprise. 


mport bans and a quota or importer- 

licensing system were a part of de- 
posed president Sukarno’s pre-1965 Old 
Order, and were adopted by the New 
Order in 1969 in support of nationalistic 
policies. However, according to 
economist Anwar Nasution of the Uni- 
versity of Indonesia, exclusive import li- 





short-term economic considerations. Thus, more is 


offset deals with foreign 


manufacturers than would be spent if comparable finished 
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have been in their job, or one closely related, since the be- 
of Suharto's New Order regime in 1966. 


Foremost the technocrats is Coordinating 
ier for Econdmics, Finance and Industry Ali Wardhana. His 


growth, con 
Sumarlin is chairman of 
board. He works closely with 
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cences did not proliferate until after 
1982. By March 1986, more than 1,100 
Mere had been placed under import 
icensing. These covered the broad 
headings of agricultural products, elec- 
tric and electronic products, chemicals, 
metal products, machinery, motor 
vehicles, heavy industrial equipment 
and textiles and accounted for more 
than a quarter of Indonesia's total im- 
ports. 

The crucial question is whether or 
not the domestic monopolies control- 
ling the essential inputs for exporters 
can be liberalised. There is apparently 
no shortage of foreign buyers from 
Japan, the US and Europe willing to 
take Indonesian-sourced products rang- 
ing from textiles and wood products to 
canned pineapples and shrimp — pro- 
vided the price is right. Raw-material 
prices controlled by the monopolies are 
crucial to the “new” exports but even 
more so to the lower added-value area 
where plastics or tin plate used in pac- 
kaging represent a very high proportion 
of final value. 

Originally policy tools to protect in- 
fant industries, these controls have 
since been used as instruments to re- 
strain imports and protect the balance of 
payments. They have also served to 
greatly enrich state and private enter- 
prises (as well as those grey military en- 
terprises falling somewhere between 
the two categories) that were granted 
monopoly rights over the importation of 
such products. 

The monopolies were scarcely com- 
mented on during the 1970s and early 
1980s while Indonesia enjoyed a flood 
of oil revenues which kept both the cur- 
rent account and the state budget com- 
fortably in the black. The margin for ab- 
sorbing high costs was, like corporate 
profit margins, very great in those days. 
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as well as state minister for utilisation of 
tus. This means Affif heads up 


It is only since the oil-price falls in 1984 
and, more severely, in 1986, that the 
monopolies have become a major talk- 
ing point. 

Still, the value of import monopolies 
moderated by the government so far 
amounts to only around US$300 million 
a year, equivalent to less than 5% of In- 


donesia's total imports in 1985. Further | 
| suggested that monopolies still in place 


reforms will be much harder to achieve, 
because thev touch upon very sensitive 
areas. As one diplomatic source in 
Jakarta succinctly expressed it: "The 
crux of the issue is the collision between 
deregulation and privileged mono- 


polies.” 


Ascorins to this source: “If the 
economy were to be open and more 
competitive, the [first] family's 
privileged position and access to lucra- 
tive deals would be jeopardised. With- 
out the props provided by the current 
regulated system, there is serious ques- 
tion as to the viability of their enter- 
prises [as] they are not businessmen or 
Mese, rei nam in the real sense. Pre- 
sumably the risk to the family enter- 


prises weighs heavily — and negatively | 


— in any deci- “wan 
sion to deregu- 
late the econ- 
omv." 

The fact that, 
until May 1986 at 
least, the degree 
of import licens- 
ing tended to 
increase rather 
than decrease 
has partly to 
do with 
need to bolster 
Indonesia's de- 
teriorating bal- 
ance of pay- 








heightened their inclinatior to cal! for T 
T" ——Ó aae Bustanil | 
is, on occasion, a pewerful ally of the nationalist 


BI Fr is Minister for Research 


ments. But some sources suggest that it 
also reflects the fact that those 
monopolies surrounding the first family 
are making a dash for increased com- 
mercial power and wealth while the 65- 
year-old Suharto still enjoys power. The 
successor regime will wish to make its 
own business dispositions, it is argued. 
The Asian Wall Street Journal 


in Indonesia affect goods and materials 
valued at around US$1.5 billion each 
year, mcluding steel, plastics, tin plate, 
cotton and industrial machinery plus 
compenents. But the first family's in- 
terest also include finance, air trans- 
port, plastics, steel, petrochemicals, 
petroleum, and shipping. 

Despite their pervasive nature, the 
monopolies do not entirely hobble the 
Indonesian economy. Non-oil exports 
have been steadily growing and in fiscal 
year 1986-87 were "eb ual in 
value to oil exports — around US$6.7 
billior in each category — though main- 
ly owmg to the sharp drop in oil rev- 
enues, which the recent price streng- 
thening will have corrected somewhat. 

Indonesian exports such as cement, 
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the growth in exports of non-traditional 
manufactures such as car components, 
ressure vessels, cameras and batteries 
ndonesia is now shipping 40,000 car 
atteries a year to Japan). This export 
group is currently worth some US 
million a year in total and is felt by 
World Bank sources to be capable of 
significant expansion. ` 
. Building up the non-oil export sector 
-ould help towards diminishing another 
severe problem: Indonesia also has to 
ope with a growing problem of un- 
mployment or under-employment. 
^ According to Sumarlin, “employ- 
ient is a major headache." Sumarlin 
imates that during the period of the 
Tent five-year national plan around 
.9 million pene a year will enter the 
abour market, or some 9.3 million in 
Indonesia will need average an- 
growth of 5% to absorb them. 
growth last year was 3.2% against 
Yo in the previous year, and pros- 
cts of achieving 5% during the cur- 
plan are virtually nil. 















d to prepare the ground for In- 
esia’s. industrial 
non-oil and gas ex- pr 
Even though the. |- 
'rnment is relying on 
"agricultural sector 
hich currently employs 
und 70% of the near 
' million population) 
is the "informal" sector 
tall vendors, etc.) and 
licrafts to absorb most 
he additional labour 
,, manufactured and. 
r new exports will 
ave an important part to 
ay. | | | 
The key again is the 
30nopolies. The multilat- ` 
ral institutions suggest 
that the job of the Indone- 






















“get the  cost-structure 
night” with an industry- 
neutral, beneficial. effect 
on all types of exports, 
tather than trying to “pick 
winners" in the.shape of 
hi-tech and capital-in- 
ensive «^ projects... which 
me of the so-called 
oup of "engineers" in. 
to's cabinet are cur- 
trying to promote. 
yarlin said he was “per- 
lily optimistic _ that 
Té are ways to reduce. 
' high-cost eco 
















:sians as optimistic as he. 









last year's deregulatory measures. | | 
d the country is also internationally | 





nd textiles. A more interesting area is | 











he next national plan, which is sup- - 


"take-off," will 


A^! In the days when In- 
donesia had sufficient 
“oul revenues to pay its 
| way, it did not need 
i to . worry unduly 
B. about what outsiders 
i thought of its high- 
cost economy and 
monopolistic business practices. Now, 
with a heavy structural deficit in the cur- 
rent account, the biggest foreign debt in 
Asia (having topped South Korea’s now 
reduced total of US$39.4 billion), de- 
pleted foreign-exchange reserves and 





_heavy dependence upon. foreign aid, 


Jakarta cannot afford quite such an in- 
dependent line. : 

The plunge in oil and liquefied natu- 
ral gas (LNG) export revenues from 
US$12.5 billion to US$6.8 billion be- 
tween fiscal 1985 and 1986 meant that 
the currént-account deficit. rose from 
US$1.7 billion to US$4.1 billion. The 
deficit would have been nearer US$6 
billion but for a 31% devaluation of the 


. US dollar-linked rupiah last Septem- 


ber. The deficit would have been higher 
too had not Indonesia pumped more oil, 
a fact which helps explain the 3.2% 
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GDP growth achieved in fiscal 1986. 

Directly reflecting the worsened bal- 
ance of payments, the overall balance of 
the central government budget moved 
from a deficit of US$2.7 billion in fiscal 
1985-86 (ended March) to a shortfall of 
US$5.1 billion in 1986-87. To finance 
this, foreign-loan disbursements had to 
be nearly doubled to US$7.5 billion in 
fiscal 1986. As a result, outstanding 
foreign debt had risen to US$42.6 bil- 
hon by 30 March this year, up from 
US$37.3 billion a year earlier. 

The debt-service ratio, meanwhile, 
is expected to rise to 41.396 this year, of 
which about 30 percentage points is at- 
tributable to public-sector debt. This is 
mes to around 11% of Indonesia's 
GNP, compared with 3.6% (on a debt- 
service ratio of 17%) in 1982. Foreign- 
exchange reserves at May 1987 stood at 
just over US$4.1 billion, equal to just 
under five months of imports according 
to the IMF. | 

None of this means that Indonesia is 
about to join the ranks of the sovereign- 
debt defaulters, or even that it faces a 


rescheduling of its debt. The World 


Bank, the IMF and bilateral aid donors 
grouped within the Inter-Governmental 
Group on Indonesia (IGGI), have all 
stepped up assistance. Japan is making 
Indonesia a particular target of its capi- 
tal surplus recycling. 

The international oil price, mean- 
while, has risen comfortably above the 
US$15 a barrel upon which Indonesia is 
currently basing its budget estimates. 
Certain other commodity prices (such 
as palm oil) have risen too, and In- 
donesia's non-commodity export earn- 


ings are expanding slowly but surely. 


Even so, Jakarta's room for manoeuvre 
on both fiscal and monetary policy has 
narrowed. ! 
Finance Minister Radius Prawiro ad- 
mitted in an interview with the REVIEW 
that the next three or four years would 
be "tough going" for Indonesia in cop- 
ing with its debt-service burden. The 
cost already has been a sharp cut-back 
in budget spending on development and 
an effective freeze on civil-service sala- 
ries. Some fear this could foster social 
discontent and increased corruption. 
Indonesia's principal aid donors are 
doing probably all they can to cushion 
the impact of fiscal austerity. The World 
Bank. provided two. loans of. approxi- 


mately US$300 million each last year 


(one linked to specific adjustments) and 
the IMF granted Jakarta a US$600 mil- 
lion, compensatory financing: facility 
loan. These were gestures of confidence 
in the ability of Indonesia's technocrats 
to correct distortionsintheeconomy. . _ 
Much the same holds true of the | 
which major. bilateral aid 






















group d ed US$ $3.16 billion in loans 
| OT 1987-88, compared . with 
US$2. 5 billion the previous year. Al- 
lowing for exchenge-rate adjustments in 
the denominator currency, this still 
represents a significant increase in real 
terms, even from Japan whose contribu- 
tion went up this. year from ¥80 billion 
(US$563 millior.) to ¥88 billion. 

There is speculation that the in- 
creased yen aid package — Japan also 
granted Indonesia US$900 million in 
untied assistance via the Export-Import 
Bank of Japan earlier this year — was in 
lieu of a restructuring of the yen portion 
of Indonesia's foreign debt. Former 
coordinating. mmister for economic af- 
fairs Widjojo Nitisastro is understood to 
have visited Tokyo last year to discuss a 
possible restructuring of Indonesia's 
yen borrowings. Japan's loans and aid 
concessions could be read asa response. 


A large, though undisclosed, portion 


of Indonesia’s total foreign borrowings 


are in yen and the fact that something - 

over 60% of the country’s exports are. 
denominated in US dollars means that. 
the sharp decline of the dollar against 


the yen has impacted quite savagely 


upon the debt-service ratio. Over the 


past two years, debt service has out- 
paced Indonesia's oil revenues. - 

But Bank Indonesia (BI) governor 
Arifin Siregar :s not unduly worried 


about the debt oroblem. According to- 
him, only 20% of Indonesia's foreign - 


borrowing is from commercial banks, 








good de»t profile," he assured 
the REVIEW — ia terms of concessional 
and non-concessional funds, EHE ace 
mix and maturities. 


| ndonesia also has .US$2.3 billion of 
undrawn commercial-bank facilities 


available to it. So Arifin is confident. 


that the current-account deficit can be 
financed fairly comfortably. That de- 
ficit, he says, is likely to fall to around 
US$2:1 billion in the current fiscal year. 
Assuming an average oil price of 
| USS$17-19 > barrel between now and 
1990, Indonesia should enjoy a turn- 
around in. the current account to a 
modest surplus by fiscal 1991, according 
to Arifin (though the World Bank pro- 
jects a small deficit for that year). 

Between now and then there will be 
little scope for rebuilding depleted 
foreign-exchange reserves, which ac- 
cording to Radius stood at US$6.25 bil- 
lion with the central bank (in early Au- 
gust) plus some US$3.7 billion with the 
commercial barks, of which swaps 
represent arounc US$3 billion. 

Capital flight poses a major potential 
threat to this already quite thin reserves 
cushion. In December 1986 alone, capi- 
tal flight cost the official reserves nearly 
US$1 billion plus a net US$500 million 


or so more by early June wüsganoney 4.3 
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1g 80% being in the form of | 
|. official development assistance. "We 
1 havea 









t was at that point that BI felt it 


fight capital had returned. 


The BI moves proved to be highly | 


controversial, however. The require- 
ment that the four state banks withdraw 
deposits from the. banking system 
(REVIEW, 30 July) was attacked by cri- 
ties as "arm twisting ded than moral 
suasion.” By cen 
ing to Rps 1.5 trillion RISO 


bank rate up to 40% almost overnight. 


The central bank also changed the basis | 
. the hotel boss had to pay Rps 31.1 mi 
; lion the amount he aad defrauded the | 


om which banks can approach its dis- 

count window, to give the authorities 

better control over liquidity in future. 
But the move upset the central 


po 
räise interest rates sharply and squeeze | 
liquidity out of the system. The tactic | 
worked and between mid-June and the | 
end of July some US$850 million of - 


ey amount- [ 
$914.6 million) : 
in just one week, BI pushed the inter- | 
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"prison. 


bank's long-term objective of lowering | 


uem disp used ano out SIBnamot 
Amortisation | payments 
imerest payments 


Tetal debt service 


interest rates and of deregulating the 
banking system to the point where com- 
mercial banks are free to create credit at 
will instead of operating under official 
credit ceilings. | 
Because of Indonesia's lack of 
foreign-exchange controls, the econ- 
omy is very much at the whim of cur- 
rency speculators. So, it seems, is offi- 
cial monetary policy. The question 
being asked by economists in Indonesia 
is why speculators took such fright ear- 
lier this year, even after Opec had se- 
cured firmer oil prices and after the 
IGGI donors had promised the country 
generous aid. The answer, many of 
them suggest, is that “political factors” 
are now at work behind capital flight. 
Those factors, they say, suggest a crisis 
of confidence in the willingness and abi- 


Hity of the country's leadership to deal. 
he vexed. A sp ad business: Tx 1 


amieta iarann ita i 


departure tax on all residents of . 


two years’ imprisonment, full paym 























By Vaudine i-am in Jakarta 


| The 67-year-old d- 
į rector of a small hot 
in south Jakarta. hi 
| hac the dubious ho 
our of providing th 
B government with i 
| firs: conviction unde 
a radically revised ta 
system. For falsifying his tax return 




























































According to riae. Minis 


skis and persis sten 
of tae tax adminis 
tion. "There i is 





to re 1 
but there is a pe 
if we discover the 
and that's tough, 
told the REVIEW: |. 
For Indones 
taxpayers, thi 
 vanee is. frighteni 
Gore are the d 
when . taxes... 
negotiated 
loca. tax” 
bypassing ie 
ment rules and cofi 
entirely. There i 
doubt this still gi 
on, out the 10 August 
conviction is a warn- 
ing many taxpayers 
cannot ignore. "There is a mentality 
among businesses now that they should — 
include tax in their costs,” said an inter- 
national tax expert. 
Nearly three years after Indonésia 
tax system was reformed, significa 
improvements have become. institution- 
alised. A myriad of taxes and rates has - 
been reduced to three main levies 
three-tier income tax on individuals and 
corporations: ranging from 15-35% 
value-added tax (VAT) of 1096. on most 
goods, along with a 19-20% luxury tax, 
and a land and property tax of 0.5% 0 
assessed capital value. There is als 
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250,000, and stamp. duties of Rps 5 
1, 000. 
Penalties for evasion range | 
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"Tn fiscal 1981-82. 70% 
























sendin om tax 
quefied 
urce fell sharply when, between 1982 
nd 1986, the price of oil plummeted 
1676. Meanwhile, just 50% of assessed 
i icome taxes were actually collected 
enor to the reform. Even by 1985, only 
about 70% of registered taxpayers ac- 
‘ually filed returns. 

Problems in registration, assess- 
ment, collection and enforcement con- 
tributed to 1983-84 non-oil tax collec- 
tion equivalent to just 6% of GDP. This 
compares to 10% in India and the 
Philippines, 13% in Pakistan and Thai- 
nd, 17% in South Korea and 19% in 
Malaysia. By 1986-87, Indonesia's re- 
forming zeal had raised the figure to 
3.2%. Radius would 
like to see tax collec- 
Hon at 14% of GDP 
within three years. 
rom a total of Rps 
illion in non-oil 
collected in 1985- 
i Rps: 5.55 trillion 
186-87, the target 
in the current 
s budget is R 
2 trillion. Of this, 
s 3.32 trillion is 
'eted to come from 


came on oil and 





ax revenue 





































ion from minor 
és. Achieving this 
ould require a 32% 
rease in collections 
987-88. 

Whether this am- 
bitious target will be 
et is another ques- 
tion.. Radius maintains 
thatit will be, and that 
the tax department is 
under. great pressure 
to achieve the goal. Independent tax 
consultants are less certain, citing the 
key problems of compliance and cor- 
ruption. “They may make the targets,” 
said one, “but on penalties rather than 
: tax collections.” 





part from serious hitches in admin- 
wt istration, training and implementa- 
ion, there is still some confusion re- 
'arding the new law itself. The group of 
Harvard University advisers who helped 
he Finance Ministry design the new 
aws wrote in the concept of self-assess- 
ent, for example. But while the aim 
as to minimise contact between tax of- 
als and the public, this has been de- 
ed in practice by withholding taxes, 
ch often result in the need for re- 
nds. At least refunds are being paid in 








hen a payment bri i 


; ; ‘budget | 
venue poing! 65% of government 
ro 


natural-gas production. This | 


——animprovementovertheold days | 
least 15% of |. 


















random. audits, but the t tax department | 
has a different view. It has been instigat- 
ing audits on its own scale. of priorities 
— anyone who applies for a refund; 

anyone who did not join the now-ended 
amnesty scheme for previously unre- 
ported income when the new tax regime 
was first implemented; targets of 
anonymous informants, and anyone 
else the tax department has time for. 

In practice, this means virtually 
everyone will be audited, because the 
withholding-tax programme means 
most people overpay taxes due. Both in- 
dividuals and corporations, for exam- 
ple, are required to pay 15% withhold- 
ing tax on gross payments for services, 
enerally considered unrealistically 
igh. Whether this was intended in the 
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design of the tax code, or whether the 
code itself is faulty, the result is slowing 
the achievement of tax-collection goals. 

Most people who object to a tax de- 
partment assessment can expect a re- 
fund, as objections can only be filed 
after tax has been paid. There are alle- 
gations that processing of objections are 
deliberately delayed and that current 
tax-collection figures fail to distinguish 
how much is still pending objections. 
Objections can take as long as 12 
months to consider, and refunds 
another 12 months to be paid. 

More significant is the practice of re- 
troactive taxation. This comes about be- 
cause while the old laws allowed for an 
indefinite carry-over of trading losses 
until a taxable profit was recorded, the 

new regime disallows carry-over from 
years prior to 1984. A number of foreign 
companies nave threatened the Capital |- 


; lett: the tax department. 





: ig Board with 
r the change, but the gov- 





"XE ernment has stood firm. 





In the companies' favour, however, 


earlier: proposals to enforce a debt- 


equity ratio of 3:1 on firms which would 


| otherwise be 90% loan-funded (because 


interest is tax deductible) have been 
scrapped. The ratio was impossible to 
enforce and difficult to promote as tax is 
still levied on dividends but not on de- 
posit interest. 

There are different problems with 
the land and property tax. The law does 
not set out who is liable to tax as a prop- 
erty "user," causing disputes between 
owners and. tenants as to 3 wie should 
pay the bill. 


T World Bank, which is assisting 
land-valuation teams, notes in its 
1987 economic report on Indonesia that 
more than Rps.1 tril- 
lion could be collected 
through this tax if 90% 
of all properties are 
registered; the proper- 
ties are valued at 85% 
«of their true market 
value; 75% of the 
taxes. are collected, 
and the official assess- 
ment ratio, a ratio of 
the assessed value ac- 
tually taxed, is raised, 
from 20% to 40%. 
With a dearth. of ex- 
perienced valuers, col- 
lections have so far 
. been just 20% of the 
total assessed property 
.value. 

Land tax has. most 
relevance to district 
administrations out- 
side Jakarta, which is 
why a new tax registra- 
tion, assessment - and 
collection system is 
being tested in six 
major regional cities. 

VAT, where the 

most dramatic revenue increases have 
been recorded so far, has provoked few 
complaints, but compliance is still low. 
In June 1986, only 33% of those regis- 
tered (in itself an incomplete. process) 
were filing tax returns. The question is 
why this should be happening over what 
is regarded as dad the easiest tax to 
implement. The problems here apply to 
the tax administration as a whole. 

One answer was suggested by a tax 
consultant who accidentally received a 
bank statement of a tax official with 
whom he shared the same name. Listed 
was US$500,000 on deposit, an amount 
somewhat higher than a.civil servant's 
salary. Radius says that ina bid to eradi- 
cate this, type of abuse, an unpublicised 

: ) dismiss staff found guilty 
ribe ‘been under way. for 
months, and that hundreds have already 
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Growth opportunities worldwide 


PRIVATE BANKING 
RE-DEFINED 


A American Express Bank we believe that 
yesterday's concept of “private banking” no 
longer meets the needs of today’s complex world. 
And so our ap proach to private banking is as 
different, as innovative, as our bank itself—in ; 
number of ways. 

For example, we are one of the very tew banks 
that specialize in serving international clients, and 
we have over 65 years of experience in this field. 
Today, with 99 offices in 43 countries — one of the 
world's largest networks — we are present in all key 
financial centers of Europe, Asia and Latin Amer- 

i. In Switzerland, private banking services are 
ipuidad by American Express Ba nk (Switzerland) 
AG. And, throu; gh American Express Bank Inter- 
national, we now serve international cients in the 
major U.S. gateway cities of New York, Miami and 


Los Angeles. 


Exclusive services 
Moreover. we offer an exc eptionally broad spec- 
trum of services, including Gold Card ^ privileges 


through American Express Banx and our exclusive, 


round-the-clock Premier Services?" for the busi- 
ness and personal travel needs ot certain clients. 


Another example, our asset management. In 
| 





An nerican Express Bank ‘Lad 


addition ro full-t 
agement, we give YOU 46C255 to the investment 
Opportunities pre vided by the worldwide Ameti- 
can Express family of companies. Result- you have 


ime. proi lessiona portfolio man- 


an unequaled chcice of ways to protect vour assets 
and make them grow. 


Your personal advisor 


To help you benefit from this broad array of ser- 
Account Officers as 
your personal advisor. Ar experienced profes- 


vices, we assign Cne of our 


sional. he coordinates American =xpress bank's 


global resources on yout behalf. supported by one 


of today's most advanced telecommunications and 
computer networks. 

Private banking re-defined, by American Express 
Bank: personal, innovative, fine-tuned te the special 
needs of international clients. For more information 
on how this unique concept can | elp you reach your 
financial goals, contact us today. In Hong Kong, 
telephone 05-844 06 88 ; ta Singapore, 22-92 3-11. 
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“Tapioca is a ‘hurry-up’ business. What IBM considered is 


how we can be more competitive.” 


— — Chol Anukulkitch President. Chao Phya Co.. Ltd.. Metro Group of Companies. Thailand 
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Can IBM computerize my business in one 
month? 


The challenge came last October as IBM 
presented a business plan to Chao Phya 
Company, Thailand's biggest tapioca 
processor. The proof came 30 days later, 
as Chao Phya entered its peak season 
operating faster and more elficiently. 








“We have a 


nes nidi 
ship with IBM, especially in 
terms of service. If we have 


35 


problems, we e talk with them.’ | 





> Tapieca is the country’s No. 2 inl 
- . eommodity. But the season is short 


and when the crop comes in, processors 
. race to buy tapioca root from suppliers. 
"The more Chao Phya buys, the more 
it's allowed to export to ÉEC countries, 
aes ‘use tapioca as livestock feed. 





At the mercy of a seller’s market, Chao 
- Phya's goal is to increase business by 


offering suppliers better service — quicker 


turnaround and next-day payment. 


Before the presentation, IBM worked closely 


with Tavit Charuvajana, manager of 


We're not in the ce comp uter busin 


“IBM's main concern is — 
education. They tutor us a lot 


and helpt train us. 
teacher.” 


computer systems for Chao Phya's 
Metro Company. They identified 
speed payment ca 7 
truckload. Wholly 
10 years of partne 
do once Chao Phy 
and his programn 
plan within the ti, 





IBM, we p selected : who cou 
handle th val growth." | 





This peak season, Chao Phya expanded 
workday by nearh y one-third — acce ptin 
more trucks and maximizing s apply — 
while still making payments oa time. - 
Productivity is up 25%. Export volume is 
expected to double next year. Because IBM 
believes in long-term traming and long- ` 
range planning, Chao Phya has moved 
ahead in a very short time. 















SINGA 1PORE RIVER, 1850 


SINGAPORE RIVER TODAY 


... still f lows around the 
Hotel New Otani Back in 1819, 


Stamford Raffles, the founder of Singapore, landed 
at the mouth of the Singapore River. Today, quaint, 
old buildings and a bit of the old way of life still 
surround the Hotel New Otani. 

Being in the midst of the past is only one of the 

great advantages of staying with us. Of course, you'll 
also find all the facilities 
you've come to expect from 
a New Otani hotel. 
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P. C. Y x 
Q Aes hern ané 
— HOTEL NEW OTANI SINGAPORE 
177A River Valley Road, Singapore 0617. Tel: 3383333. Fax: 3392854, Tix: RS20299 SINOTA. 





hor vai now aud information, please contact The New Dlani International Sales OF fice: n the United States (800)421-8795. Toll-Free 
( alifo enia (00)2 52-0197. Toll-Free, Hawaii (808)923-1555, United Kingdom (01)731-4231, Th: 8950113. Japan (03)221-2016, Tix: 24719 

Hong Kong (5)292773, Fax: (5)861-3549, The HX 86025 

Hotel New Otani Regione! Sates Office: In Kuala Lumpur 5501109/5501 H0, Tix: MA 38642. Jakarta t210)331-507 (Est. 290), Tins 42628 NPI IK I 
Reservations are also available through Utell International, tor) Airlines and Travel Agents throughout the world 
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THE 
REVIEW 
OF 
ADVERTISERS 


The advertising carried in 
the Review represent 
every category from air- 
lines and hotels, banking 
and financial services, 
liquor and luxury pro- 
ducts through to ship- 
ping, industry, and many 
many more from over550 
of the world's leading 
companies. 


With an average of 50 
pages of advertising per 
issue and a total of over 
2,700 pages throughout 
last year, the Review 
continues not only to be 
compulsory reading for 
senior executives con- 
ducting business in Asia 
but a compulsory part of 
any advertising schedule 
aimed at Asia's decision 
makers. 


The Review's "Review of 
Advertisers" contains a 
sample of every cam- 
paign carried by those 
companies | promoting 
their message to the high- 
est concentration of in- 
fluential, affluent indi- 
viduals available through 
any publication in this re- 
gion. 


If you would like a copy of 
this booklet, write on 
company letterhead to: 


Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 


GPO Box 160 
Hong Kong 





Creative Alternatives in a Changing World 

Wako Securities can help you reach sour financial goals, 

no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the key 
American and European markets, Wako offers a complete line of 
underwriting and investment services. 

Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Institute help private 
and corporate investors throughout Asia and the Pacific to maximize 
their investment performance while managing risk. 

Wako's long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 


Wako Securities — meeting the challenges of global financial management. 





Q WAKO 


SECURITIES CO., LTD. 


Head Office: 6-1, Koamicho, Nihonbashi, Chuo-ku, Tokyo 103, Japan 

Tel: (03) 667-8111 Telex: J24819, J28484, J28841, J23885 

Sydney Representative Office: 34th Floor, Westpac Plaza, 60 Margaret Street, Sydney, 

New South Wales 2000, Australia Tel: (02) 231-6911 Telex: 70793 

Wako International (Hong Kong) Limited: 27-D, United Centre, 95 Queensway, Hong Kong 

Tel: (5) 283-986 ~91 Telex: HK83677, 60244 

Overseas Network: Bahrain, Paris, London, Geneva, Zurich, New York, Los Angeles * 











Service with a smile. 
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CHINA S POOREST REGION 
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A model of poverty 


Aid fails to prevent Dingxi slipping further behind 


By Robert Delfs in Lanzhou 
Fo the past five years Gansu pro- 
vince’s Dingxi district — a 70,000- 


km? area comprising 20 county-level 
units and a population of more than 6 
million — has been the centre of the 
most intensive poverty assistance pro- 
gramme in China. Dingxi has become a 
model poor area for testing whether de- 
velopmental assistance can replace re- 
lief aid and create conditions for sus- 
tained economic growth even in se- 
verely disadvantaged areas. 

The Dingxi programme was initiated 
in the aftermath of the devastating 1981- 
82 drought, following Premier Zhao 
Ziyang's visit to the region in 1982. The 
State Council's “Three Xi" commission 
mandated Rmb 2 billion (US$537.35 
million) in guaranteed funds over 1983- 
92 for development projects in the 
Dingxi and Hexi districts of Gansu, and 
the Xihaigu district in Ningxia Au- 
tonomous Region. 

Most of the “Three Xi" funds — 
Rmb 160 million a year — have been de- 
dicated to Gansu and administered by 
the provincial “Two Xi" commission. 
Other grants of about Rmb 50 million a 
year have brought total state aid for 
Gansu to Rmb 840 million from 1983- 
86, equivalent to one-third of all cen- 
trally budgeted grants to poverty areas. 
Most of the funds are being spent on 
building irrigation systems and replant- 


TAD £ACTEDI EPTONDMANC REVIPW e 10 SFPTEMARER 18987 


ing shrubs and grass on eroded hillsides. 

Zhao revisited Dingxi in June on his 
return from a trip to Eastern Europe. 
He was shown extensive replantings, 
new housing, village industries, and 
other icem: signs of recovery. "You 
should be grateful for the 1982 
drought," Zhao reportedly quipped to 
provincial secretary Li Ziqi. "If it had 
looked like this the last time I came, we 
would not have given you the money." 

But Dingxi has also shown that over- 
coming natural geographic and climatic 
disadvantages can be extremely dif- 
ficult, even with lavish funding. It is 
doubtful that noy other poor regions 
in China will be able to mobilise com- 
parable financial resources. Despite im- 
pressive improvements since 1983, liv- 
ing standards in rural Gansu are still fall- 
ing further behind cities and prosper- 
ous coastal provinces. 

“Dingxi could not happen anywhere 
else in the world," one foreign develop- 
ment specialist commented. "People 
would either have already left, or they 
would have starved:” 


Hands out for handouts: page 84 
Down to essentials: page 84 


The two Xis bloom: page 86 








Dingxi's population is 10% over the 
maximum carrying capacity of the land, 
according to one estimate. The same 
development funds spent elsewhere 
might create more jobs, and relieve 
more poverty, if controls on migration 
were relaxed. But though limited fnter- 
nal relocation to newly irrigated areas in 
Gansu may be possible, it is unlikely 
that large-scale, inter-provincial migra- 
tion from Gansu will be possible for the 
foreseeable future. 

Gansu is poor. Estimated per capita 
rural income last year was Rmb 280, the 
lowest in China, or less than half the 
average rural income in wealthy coastal 
Zhejiang province. (The real income 
gap may be even larger, since poor vil- 
lages in remote areas are under-repre- 
sented in survey data.) 


ost Gansu peasants and many town 
dwellers still live in tupi (mud- 
brick) houses, or caves dug into the soft 
yellow loess hills. Many of the poorest 
villages, in hilly or mountainous areas, 
have only limited, or no access by road. 
Foreign journalists and other visitors 

to Gansu are steered to model sites 
where government assistance program- 
mes have already achieved significant 
results. But urban residents of Lan- 
zhou, the provincial capital, who have 
visited mountain villages describe 
scenes of wrenching poverty: families of 
five or six persons without any house- 
hold utensils or manufactured tools, 
sharing a single set of clothes, so that in 
winter Only one can leave the house ata 
time, the rest sheltering under a 
od, blanket on a heated kang (brick 


The reasons for Gansu's poverty are 


. 


| lated central section of Gansu is part of 
| the great loess plateau, a tortured land- 
scape of eroded hills and jagged gullies 
| «utting into the deep layers of loess soil. 
Loess is highly vulnerable to erosion. 
.| Despite- large-scale terracing and af- 
forestation projects since the 1950s, soil 
 weover has continued to decline. Each 
year the Yellow River carries away an 
estimated 1.6 billion tonnes of silt from 
the loess plateau. 

Only 7% of Gansu's total land area is 

i  eultivated, and two-thirds of that are 
| billy slopes. About one-quarter of the 
| eultivated hilly land was terraced during 
| the late 1950s — a monumental exercise 
ef human labour which some experts 
| believe only accelerated the process of 
. ecological devastation. 

Most Dingxi farmers till a single 
sparse crop of wheat during the short 
summer growing season. Many fields 
are intentionally covered with small 
= stones, which must be laboriously dug 
| end transported from mountainside 
į «aves, to help retain moisture. 


, ‘Hands out for 
handouts 


i 
: t- A’ many as 70 million rural peasants 
) x in China fall below the government 
. poverty line of Rmb 200 (US$53) a year, 
25 according to estimates. A dispropor- 
Ji tionately large share of the very poor 
| Eve in the mountainous west, par- 
| ticularly in Gansu, Guizhou, Ningxia, 
.| Qinghai, Shaanxi, Sichuan and Ti- 
4 . 
j = The State Council began budgetin 
| funds to assist rural poor areas “whic 
| «annot feed or clothe themselves with- 
.| *€ut state assistance" in 1980. Grant aid 
.| zose from Rmb 500 million during 1980- 
83 to Rmb 800 million last year. 
| In mid-1986, a new State Council 
.| Leading Group for Poor Region Econo- 
| mic Dev (LGPRED) began co- 


| erdinating Rmb 1 billion in low-interest 
| j IB designated poverty dá, arm and “dis- 
revolutionary-base 








«| 


— 


loans a year to more than 300 counties in 
| tressed former 


| à  mreas." The Agricultural Bank of China 
. | also has earmarked some loan funds to 
| r areas — a projected Rmb 300 mil- 
Fon over 1986-90. LGPRED is also in- 
-volved in training local leaders from 
poverty-stricken areas. 
| The sudden availability of large 
amounts of grant and loan aid for poor 
areas, however, is already having its 
cwn distorting effects. LGPRED is 
reinvestigating the number of poor peo- 
ple in the 18 designated aid areas, be- 
| cause local governments’ initial esti- 
| mates were inflated. 

"Some comrades have sent in false 
reports with the intention of getting 
more money from the state," Gansu 
radio reported on 11 August. “[They re- 
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opulation live in 
hilly regions classified as semi-arid at 
elevations of 1,300-1,800 m above sea 
level, while another 1.2 million live in 
truly arid conditions, with rainfall of less 
than 300 mm a year. 

Even drinking water for people and 
animals must be transported to these 
areas part of the year. During the 
drought of 1982, water was trucked to 
more than 1.5 million people, at a cost 
of Rmb 7 million. Relief grain ship- 
ments into Gansu — mostly for Dingxi 
— averaged 600,000 tonnes annually 
over 1979-83, according to sources. 

Most Dingxi families farm less than 
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RE VIEWDIAGRAM tiy Andy T ang 
gard] the label of poverty as something 
splendid, a beautiful signboard under 
which they can stretch out their hands 
for money and material." 

In the Ningxia Hui Autonomous Re- 


gion, more than Rmb 1.06 million of 


poverty-relief funds were diverted to 
purchase cars, motorcycles and TV sets 


and to provide bonuses, the China Daily 
pecial funds worth 
Rmb 1.24 million were spent on office 
buildings, a canteen and kindergarten in 
suburban Nanhui district in Shanghai — 
where rural per capita income is the 
— Robert Delis 


reported in A 8 


highest in China. 
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10 mu of land, or slightly less than half a 
hectare. Wheat yields in Dingxi in 1981- 
82 were only 750 kg a hectare, and 70- 
80% of the population experienced seri- 
ous food shortages. Even in 1983-84 
— a period of relatively good rain- 
fall — yields were only 1,300 kg, less 
than a third that of irrigated fields in 


Gansu. 

At 1983-84 yield levels, 10 mu gener- 
ates less than 900 kg of grain a year, 
leaving only a narrow margin over self- 
consumption for a family of four. If 
yields fall to 1982 levels in the next seri- 
ous drought, that same 10-mu plot will 
produce only 500 kg, and there will be 
large-scale hunger again. 

Achieving sustained self-subsistence 
in food would be a major accomplish- 
ment. But agriculture alone will never 
generate enough income in Dingxi to 
even approach average national per 
capita levels. 

Rural industry has been the crucial 
element in the dramatic income growth 
of peasants in coastal provinces, and 
provincial planners hope that village 


Stripped to the 
barest essentials 
eplanting shrubs and grass on erod- 


R: hillsides to restore cover to the 
land and provide alternative sources 
of fuel and fodder is a central ele- 
ment of Peking's aid programme in 
Gansu. 

About 320,000 ha of hillside has 
been replanted in the Dingxi district 
since 1983, making nearly a six-fold in- 
crease in total grass-bearing land, pro- 
vincial officials say. But costs have been 
high — about Rmb 1,320 a ha, mainly 
arising from payments to peasants for 
terracing and replanting work — raising 
doubts as to whether the programme 
can be successfully replicated elsewhere 
without comparable levels of govern- 
ment subsidy. 

Sod — the entire root systems of 
rass and shrubs — has until recently 
een a major source of household fuel 

in Gansu. Straw and sod is used for 
cooking, while sheep and goat dung is 
burned to heat the kang during the long 
cold winter, when temperatures fall to 
as low as —25 *C. Pig manure and human 
nightsoil, which cannot be burned, are 
used as fertiliser. The supply of animal 
dung is sufficient to meet only one-third 
of total fuel demand. Where no other 
fuel is available, sod has been the most 
important source of fuel. 

Sod removal and uncontrolled graz- 
ing oy sheep and goats strip the hillside 
of all protective cover. In one Dingxi 
village three-quarters of available un- 
cultivated land was stripped for sod in 
1983. Some counties already carry two- 
and-a-half times as many animals as can 
be supported on a sustained basis with 
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about 19% of the po tay total, says ; 
Shen Zhujun, a rural industry manage- - 
ment bureau official. Township, village | 
and private rural factories employ more 
than 900,000 people. d: 
Gansu's industrial base was built i in 
the 1950s, and is concentrated in capi- 
tal-intensive heavy and extractive ine 
dustries. Lanzhou, with 10% of Gansu’s” 
population, accounts for half of all in- : 
dustrial ch pieni: Average. factory 
wages are hi igh er than in Shanghai. 
‘Most.of the factories in Lanzhou are 
oriented: towards and. controlled by 
ministries in Peking, while links be- 
tween the city and its rural hinterland: 
are lacking. *Lanzhou foundries even i 
get casting sand from other provinces," - 
a Chinese journalist based in Lanzhou || 
said. "And sand is one thing we have aj 
lor of, "he. added. is 
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Fhis has been “le 
_ à primary cause of accelerating soil ero- | | 
{ sion-and- environmental degradation, pe: 
according to. an. unpublished ve Id 

Bank report. + ha 

. Burning more coal would ease the 

pressure on Dingxi’s damaged ecologi 
cal system. "There are several small coal 
nines, and he district is actually a net 
porte | Coal is an important 

ated, wealthier sec- 
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work. ; 

^ Over the past three years, sod: Juan 
moval has been nearly eliminated in | 4- 
Dingxi, provincial officials claim. The: 
practice only survives "in a few placesin.| t 
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to be-effective. “Digging and carrying 
sod is back-breaking and miserable |, 
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portant factor in eliminating the prac- 
tice of sod removal, provincial officials 
say, together with educational efforts 
directed at peasants and a large-scale 
programme of subsidised replacement 
of inefficient household cooking stoves. 
Improved "weather conditions during 
1983-86, resulting in better crops and 
more crop residues, have helped to im- 
prove soil cover too. 

Families contract for 15-30 mu of 
slopeland, according to Shi Haibin, an 
agriculture specialist who has overseen 
much of the Dingxi replanting program- 
me. The initial work of constructing the 
terraces and planting shrubs is sub- 
sidised through payments of cash and 
coal. 

Contracting families are responsible 
for continuing maintenance, and must 
agree not to permit direct grazing by 
animals on the slopes. In return, they 
receive a certificate of tenure which pro- 
vides exclusive rights to harvest brush 
and grass for fuel and animal fodder. 
The hillside contracts can be inherited 
by children and grandchildren. 

Once shrubs are established, their 
root systems and accumulated natural 
mulch on the inward-sloping ter- 
races allow the soil to retain 
enough water so that grass can be 
grown. Productivity varies in dif- 
ferent terrains. Some slopes can 
be harvested every year, others 
only one year in four. 

On average, one mu of re- 

lanted slope can generate 250- 
kg of straw and shrub fuel, 
according to Wang. With new 
stoves now in use, dry straw is 
equivalent to half its weight of 
coal, Wang said. Half a kilogram 
of dry straw is enough to boil 5 kg 
of water for 10 minutes. But not 
all replanted plots have been 
equally successful. Some of the 
best slopes planted in 1984 
are covered with rows of deep 
green vegetation, while other re- 
plantings appear to have failed. 

Peasants receive Rmb 20 a mu for 
terracing work and Rmb 15 for planting 
trees and brush on hillsides, but actual 
pavments vary due to differing amounts 
of supplemental payments from local 
funds. Expenditure on replanting in the 
Dingxi district since 1983 has totalled 
Rmb 420 million — about 70% of this 
coming from the central govern- 
ment's "Two Xi" funds, according to 
Wang. 

But the "Two Xi" funds will run out 
in 1992. Given limited funds, it will be 
difficult to extend replanting to more 
than a fraction of badly eroded hills. 
The ultimate fate of the programme — 
and the prospects for arresting erosion 
in much of the loess plateau — may de- 
pend on whether the demonstration ef- 
tect on successful plots can induce peas- 
ants to voluntarily extend replantings 
on their own, without government sub- 
sidies. — Robert Delfs 








Let the two Xis bloom 


Irrigation bring hope of a better life 


hen clouds form over , peasants fire cannons loaded with chemi- 
cals, hoping to draw a few more drops of rain down to the parched terrace 
fields. In Gansu, water is the key to prosperity and sometimes even survival. 
Irrigated fields in Gansu total about 890,000 ha, or a third of the total culti- 
the Hexi corridor 


In semi-arid Dingxi, only 13% of land is , and even in 
good years average grain yields are only a third as much as . Projects re- 
cently or now under construction will increase irrigated area in the 
nep by over 110,000 ha, half the total area in 1984. 

main source of water in Gansu is the silt Yellow River 


and its tributaries. M EL c iE ME 
, 801 , or else 

EE up m pue nit 

about half the 10- “Two Xi" funds for 

pro have been com- 

20,000 ha. Jintaichuan Phase II, to be completed in 

water 460 m up from the Yellow River to irrigate 33,000 ha 


e gen pr county, on the edge of the Tennger desert. 
The at iege diea en ce) 
tensive pe ever — À ims 






e 
of the Gansu Water Resource and Hydropower De- 


Institute. When in 1993, will 
and an intervening to irrigate 

arid Gaolan and Y counties north of Lanzhou. 

More than 75 km of the 90 km main channel will consist 

of tunnels. The will serve 300,000 current resi- 
dents 40 l 


lift pro such as Jintaichuan Phase I, which will re- 
— i stations and a 174,000 kW vs sta- 
. one- 


Planners now hope to large-scale 
intensive commercial family farms of 10-15 ha on new ir- 
rigated land. Premier Zhao Ziyang endorsed 
the idea when he revisited Gansu in June, and it may be put in motion after the 
"Two Xi" commission meets in this to assess the past five 


and finalise through 1992. Three main projects are planned, add- 
Ing another 200,000 ha area, th a conflict with Inner Mongolia 
over water rights to the H one. 
But plans to relocate several hundred thousand settlers from Dingxi to 
——R a Satta One Mem 
the part of Dingxi peasants. Some in a trial relocation of 52,000 
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— Robert Delfs 
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Results — Swire Pacific Limited's protit before extraordinary jitem fort the first half of 1987 was HiK$109% 5 
milliorrin the-equivaient period in 1986, represerring an increase of 79.196. There were no prona tems (1986, extraordinary profit : 


HKS1 282.2 miltion). The unaudited consolidated results for the six months ended 3 30th dune 1987 were: 
X ee "ut io EE j " ... Six months ended Vearended = — 





The dividends per share for 1986 have baen adjusted to reflect the capitalisation issue made during the six months ended 30th June - 
a the close ot business on 2nd October 1987; 


1987. The interim dividends are payable on 30th October 1987 to shareholders | | 
| the share: registers will be closed from 21st September 1987 to 2nd October 1987, both dates inclusive ve 1 è 


EE The interim dividends wili comprise minimum cash dividends of 1.0¢ per ‘A’ share and 0.2€ pet p share, which are baing. paidi inorder 
ee to ensure that the shares of the Company continue to be Authorised investments for the purpose of the ` Tustee Ordiianee of Hang Kong, 
eg and an issue of additional shares by way of scrip dividends but shareholders. will be given the optiorrof receiving cash in place of part er. 
UM all of such scrip dividends. Full details of the scrip dividend procedures will be given in a circular which will accompany the complete. . 

cs interim Report tc be sent to shareholders on 8th September 1967. 3 | 


Y noo Prospects Good levels of profitability are expected to continue within Cathay Pacific: Airways and the property divisicn during the : 
con second half of 1987. The results of the trading division are expected to be good but conditions tions in certair: areas of the incustries and the E 
. . shipping and offshore services divisions will remain difficult. Prospects for the Group overall for the full-year 1987 are geod and the. 
results for the second half-year should be relatively close to those achieved in the first half. ! expect tha! the final dividends tobe = 
i . fecommended will be at least double the interim dividends. i : te od 
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n eae : The Most Authoritative Newsletter Of Its Kind one | 
C NI -— EcL PEE We take great pleasure in introducing the JAPAN FINANCIAL 
Jr (Ri JAPAN -= — REPORT, a fortnightly newsletter written and edited by Richard 

. š Hanson and distributed and marketed world-wide by the Far 


amimeeimceemmes Esc) Eastern Economic Review, Asia's leading business/news 
IE, E ~~ magazine. 


ize ER -J Rushed to you anywhere in the world by jet speed, JAPAN 
| FINANCIAL REPORT has become a principal source of inside 


information on Japanese banking, business and finance for people 
with a need to know. 


: Hanson Uniquel Qualified . . 


Hansona long time resident of dandi is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far. Eastern Economic Review, 
Financial Times and The Times of London among other prestigious journals. | 
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er his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely. durmetion 

h can help you chart a safe course through the labyrinth of Japan's financial world and at the > 

time provide you with an unparallelled insight into the workings and. thought proc 2 "ss ofthe 
se M inistry of Finance and the Bank of Japan, Japan’s central bank. D 





: ty, JAPAN FINANCIAL REPORT will serve to keep 
breast and, in many. cases, ‘ahead of rapidly changing « events which can | and often do affect 
'S financial, « economic and industrial well 
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PROJECTS 


Plugging up the dam 


Cooperation breaks down on a Nepalese hydro project 


By Kedar Man Singh in Kathmandu and Salamat Ali in New Delhi 


ndia has stepped up pressure on Nepal 

to shelve plans for the development 
of a billion-dollar hydroelectric power 
pou which the Himalayan mountain 

ingdom says is vital to its future econo- 
mic development. 

According to Nepal officials, New 
Delhi recently sent a letter to the Water 
Resources Ministry in Kathamandu 
urging it to abandon the second phase of 
a technical survey of the 3,600-mW Kar- 
nali project, which lies some 480 km 
southwest of the capital. India is known 
to favour a cheaper, rival scheme. 

The ministry was surprised by the In- 
dian note because only last year, after 
prolonged negotiations, New Delhi 
agreed to proceed with a two-year de- 
tailed feasibility study of the 
project. 

India's change of heart 
has cast a shadow over the 
future of the power project, 
which Nepal believes would 
be of benefit to both coun- 
tries. As well as providing 
much-needed electricity, the 
Karnali scheme would irri- 
pate millions of hectares of 

armland imsouthwest Nepal 
and the northern Indian pro- 
vince of Uttar Pradesh and : 
help control devastating 
floods. 


The project is considered 
central to the development 
of Nepal, which has high 
hopes of boosting export rev- 
enues by exploiting its hy- 
droelectric power potential, 
now estimated at some 
83,000 mW. Selling power to 
India could reduce the coun- 
trys Rs 4 billion (US$305 
million) trade deficit with 
New Delhi. At the moment Kathmandu 
exports about 8 mW to India during the 
summer but imports 10 mW in winter. 

After Nepal's own limited domestic 
needs are met, India is the only country 
in the region which could absorb the 
huge amounts of electricity that would 
be generated by Karnali. Tibet and 
Bangladesh are potential alternative 
markets, but in both cases distance 
would create transmission problems. 

As a result, the World Bank, which 
granted a loan of US$10.3 million for 
survey work, and other potential finan- 
ciers have insisted all along that Nepal 
obtain India’s agreement before press- 
ing ahead with feasibility studies. They 
are concerned that Nepal, which is 
heavily reliant on international aid, 
will be unable to repay the loans unless 
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India buys the bulk of the output. 
Contracts for the technical study 
were awarded last year to the 
Himalayan Power Consultancy (HPC), 
a consortium of US, Canadian and West 
German consultants. The first phase of 
the survey was completed in March and 
submitted to the Karnali Coordination 
Committee, which was set up to oversee 
progress on the scheme and is headed by 
Officials from the Nepalese and Indian 
ministries governing water resources. 
Nepal urged New Delhi to accept the 


_ findings so that the second phase of the 


study could go ahead, but India then re- 
quested that further work should cease 
until it had completed its own study. 
However, on 17 August a top-level 


Nepales Government meeting decided 
to disregard the request and push ahead 
with detailed survey work. 


ince the Karnali project was first dis- 

cussed in the early 1970s, India has 
made it clear that it wants the scheme to 
be a bilateral effort, with New Delhi 
providing the funding, technicians and 
construction expertise as well as pur- 
chasing the bulk of the power. In short, 
New Delhi, which will be the main cus- 
tomer, believes it can meet most of the 
project’s needs and should therefore be 
in a position to earn a large portion of 
the billions spent on the scheme. 

Nepal on the other hand believes 
multilateral cooperation is required in 
order to avoid further delays and huge 
cost overruns. The cost of the scheme 
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was originally estimated at USS$4-5 bil- 
lion, with a 1990 completion' date. The 
current estimate is US$9-10 billion but 
further delays could push the cost to 
US$15 billion. 

Kathmandu also lacks confidence in 
India's design expertise. Two earlier 
projects carried out oma benefit-sharing 
basis turned out to be badly designed 
from Nepal’s point of view. It was un- 
able to draw water from the reservoirs, 
except at times of surplus. 

India, meanwhile, believes Nepal 
wants New Delhi to remain just a cus- 
tomer amd not a supplier because the 
huge foreign purchases required pro- 
vide an opportunity for Nepalese offi- 
cials to earn huge kickbacks. 

An initial survey of the Karnali 
scheme was conducted in the early 
1970s by Japanese consultants Nippon 
Koei. It suggested such a project could 
generate 3600-4, 600 mW and its find- 
ings were subsequently confirmed by 
the first phase of the HPC study. India, 
however, has been reluctant to consider 
the HPC's report. Although it agreed 
that the Karnali Coordina- 
tion Committee should meet 
every three months to dis- 
cuss progress on the project, 
New Delhi has steadfastly 
refused to send a delegation 
to such a meeting since mid- 
1985 despite repeated re- 
quests. 

The mam reason for India 
dragging its feet is that it 
wants to give priority to the 
2,000-mW project at Pan- 
cheshwar, which is down 
river from Karnali in south- 
west Nepal, close to India's 
Nainital and Pithuragadh 
districts. India has already 
buit a dam there and 
has indicated its eagerness to 
finance the cost of the pro- 
ject — about US$5 billion. 

Nepal, however, has in- 
sisted that Pancheshwar be 
jointly financed, with feasi- 

ility and design studies car- 
ried out 5v an international 
company approved by Kathmandu and 
New Dethi. Nevertheless, India appears 
keen to press ahead with Pancheshwar 
in order to test its potential as a supplier 
for a project designed by a third party. 

Kathmandu still wants to give prior- 
ity to Karnali because-of what it says are 
the scheme’s much greater benefits. 
Observers in Nepal have accused India 
of adopting a hegemonistic stance and 
refusing to abide the spirit of the 
South Asian Association for Region- 
al Cooperation (Saarc) declaration 
which stresses common prosperity and 
development. 

Officials in Kathamandu hope the 
current stalemate can be resolved in 
November when Nepal’s King Birendra 
will meet Prime Minister Rajiv Gandhi 
at the third Saarc summit. oO 
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NTREPRENEUR Alan Bond ap- 
ars to be able to write his own rules 
Hongkong. As Attorney-General 
hael Thomas mysteriously declined 
o prosecute Bond earlier this year over 
misleading public remarks he made 
about the value of Bond Corp. shares, it 
is hardly surprising that no one appears 
willing to take the ebullient Australian 
to task over his latest bit of corporate 
juggling. 
< Bond Corp. International (BCIL) 
ublished its interim results on 27 Au- 
ust, in which it managed to conjure up 
n “operating” profit of almost HK$137 
ilion ME million) on turnover 
of just HK$55 million. Operating profit 
is, in fact, defined to include no less than 
K5155.4 million (before apportioning 
erest costs) of profits from disposal of 
$. BCIL received 
me HK$56 million 
associates' profits 
nly TVB) to bring | 
pre-tax total to 
23 million. 
BCIL said that the 
ormal operations of 
roup include opera- |. 
which are directed | 
the completion. | 
material once-only | 
transactions. While: 
ively few of these 
sactions may, be 
pleted in any one. 
, their effect on the | WR 
p's results is not re- 1. MEN 
l as being excep- (PONG: wes 
“nor outside the. = 
pal. operations.-of the group.” 
Shroff's accounting friends wonder 
/, if the items are not exceptional, it 











^once-only" as BCIL terms them) why 
ate they defined as part of operating 
profit? It seems more like public-rela- 
-. mons puffery than a true and fair view. 
- The situation elicted the on-the-re- 
cord comment from Securities Commis- 
sioner Ray Astin to Shroff that “this is a 
step beyond normal creative accounting 
andards." But the formal position of 
fhe Securities Commission is that pro- 
vided the figures published by listed 
ompanies conform with the rules of the 
ongkong Society of Accountants 


‘nts have been satisfied. 8 
e HSA does have rules on such 
r$. Standard Accounting Prac- 
te No. 2, to be precise (based on 
h standards). — but they are, on 












ibjective.” So subjective as to be 














; felt necessary to explain them in a. 
mote, and if they are exceptional (or - 


J then the official listing require- 


ion of one HSA official, | 


vould appear. 
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The accounting note defines profits 
as "normal, exceptional and extraordin- 


ary." Exceptional means of a large or. 


“infrequent” nature, whereas extra- 
ordinary means those not incurred in 
the company's normal line of business. 
In Bond Corp.'s case, the special trans- 
actions are made up of HK$27.4 million 
of investment property sales and 
HK$128 million of profit on the sale of a 
50%. stake in Kerrison, a joint-venture 
company which holds Bond Corp.'s in- 
terest in the Bond Centre in Hongkong, 
the other partner being EIE Develop- 


ment of Japan. 


Bond lieutenant and BCIL direc- 
tor David Aspinall was unwilling to 
justify this accounting treatment to 


Shroff. He. did .not disagree with 


Shroff’s suggestion that the obvious 

c, inference for share- 
holders. was that Bond 
-| Corp. will be able to 
| maintain at least an 


| profits every 
. Bond Corp. is entitled 
to be optimistic on such 
matters, but the special 
transactions can hardly 
be regarded as recurrent 
earnings in the same 
| way that rental income 
| is. Exceptional profits 
properly beleng below 
the line where they can 
NE be seen for what they 
|| are. Wb s 
Aspinall noted that 
an Bond Corp.’s auditors 
(Price Waterhouse) “have agreed” to 


the non-exceptional treatment of asset 


sales. The treatment of exceptional pro- 
fits is an area where auditors can come 
under great pressure, say accountants. 
If they are prepared to bow to such pres- 
sure, then it seems that a bit of official 


. back-up is needed to prevent abuse. 


That can only:come from the direction 
of the Securities Commission. 

€ GIVEN the strength of its export 
boom, CORE ought now to be en- 
joying even higher economic growth 
than it actually is, and should be suffer- 
ing quite serious inflation given the situ- 
ation of virtual full employment and the 


: declining currency. The reason why it is 


not reflects the remarkable extent. to 


-which Hongkong’s economy has al- 


ready become integrated with that of 
Guangdong province, and the Shen- 
zhen Special Economic Zone in particu- 


dar. l 


The 40% growth in Hongkong's total 
exports (domestic exports plus re-ex- 
ports) during the first half of fiscal 1987, 


 andanimport rise of similar magnitude, | 


ught normally to have produced an 


| equal level of special 
year. 


Onceismorethanenough —— 





during the first 
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even bigger rise in GDP than that im- 
plied by the 11% by which the economy. 
Is now estimated to have grown in the 
year ended 31 March. The overall tight- 
ness of the labour market, too, would 
normally imply higher inflation than 
currently being experienced, especially 
with a depreciating currency. 

By the second quarter of 1987, un- 
employment was at an historic low of 
1.8%. Wages in manufacturing rose by 
8% in real terms in the year ended 
March, and may have accelerated since, 
but this hardly amounts to runaway 
cost-push inflation. In fact, during the 
first half of 1987, consumer-price infla- 
tion rose by an annualised figure of 4.8- 
6%, depending upon which index you 
look at. This was relatively modest in 
boom conditions and given the fact that 


the trade-weighted index for the Hong- 


kong dollar fell by nearly five points 
| five months of 
1987. | 

A key factor is southern China, 
where a great deal of processing is now 


being done on behalf of Hongkong 


manufacturers. This absorbs a good 
deal of the value-added which would 
otherwise feed into Hongkong's econo- 
mic growth. As the government's half- 
yearly economic report says in a note 
tucked away on page 76: “The availabi- 
lity of outward-processing capacity in 
China has enlarged the productive capa- 
city of Hongkong's manufacturing sec- 
tor and may have helped reduce the up- 
ward pressure on the internal cost/price 
structure of the Hongkong economy." 

Figures illustrate this. Although the 
value of Hongkong's re-exports to 
China rose 32% to HK$26 billion in the 
first half, the value of the re-exports 
which Hongkong took from .China 
(after processing) leaped by 46% to 
HK$36.5 billion during the same 
period. Hongkong has benefited, too, 
in inflation terms from relatively stable 
import prices of foodstuffs and. con- 
sumer-goods from China, despite de- 
valuation of the renminbi. 

Danger signals are beginning to ap- 
pear, however. The construction-indus- 
try boom is putting great pressure on de- 
mand for labour and on wages in that 
sector. And both credit creation and 
money supply are beginning to show the 
same sort of ominous trends that ap- 
peared before the, property-market 
crash in 1981. The value of loans out- 


























More than a ta clas it’s a celehtation of life. 


If you love things Italian wait until you've tasted 
them in Italy. There's so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it’s more than a holiday, it's a celebration of life itself. 
But don't just come to Italy. Come to 

Alitalia’s Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 


Carnival in Venice 


Michelangelo’s ‘David’ in Florence; sit wher= 

Roman Emperors sa: in ancient Rome; poim you in 
the direction of the most elegant boutiques. We'll also 
give you more direct flights to Rome and heip you 
plan the best money-saving ‘Intermezzo Itala’ tours. 
This year, come to Italy with Alitalia 

and celebrate life Italian style. For information, 

see your travel agent or Alitalia for our free 
‘Intermezzo Italia’ brochure. 


Allitalia 


The airline of Italy 
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WHEN YOU’VE REACHED THE TOP. 
THAT’S WHERE YOU SHOULD STAY. 





WWF Kojo Tanaka; BCI 
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HILTON INTERNATIONAL | Ģiant Fanda 


EXECUTIVE FLOORS needs your help 
tO survive 


O Ar every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


























At Hilton International, we have 
created the Executive Floors so as to 
offer you, the discerning traveller, the 
ultimate in service, accommodation 
and convenience. Here you will enjoy 
the privacy of an exclusive lounge, 
concierge service, complimentary 
breakfast and cocktails and private 
check-in. 

What more could you ask for? 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service. 


Please send contributions to the WW'F 
National Organisation in your country or direct to 
You will find our exclusive Executive Floors in these WWF International, 1196 Gland, 
Hilton International hotels in Asia-Pacific: | Switzerland. 
‘laide € B: "Ok e isbane € C e JK 
Adelaide ¢ Bangkok * Brisbane Colombo Hong Kong WORLD WILDLIFE FUND 
* Kuala Lumpur * Melbourne * Osaka * Petaling Jaya * Sydney 
— . a M IR 1 WWF acknowledges the donation of this space by 
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Now, once a week, you can receive a an international scale le. Objective y and m 
clear and concise briefing on Asia from ruthlessly. With indepencent opinions whic 
The Economist. Because now it containsanew others either will not or cannot voice. 
section devoted entirely to Asia and its impact Can you afford not to read what the rest of 
on world affairs. the world is reading about Asia? Look for t = 

Best of all, you don’t have to wade through new Asia Section every week. : 
lengthv articles. When The Economist has a Subscribe today. | 
point to make, it is made quickly and clearly. Simply call Hong Kong fi The , 
Our writing is both vigorous and refreshing. 5-216641 or Singapore Economist 

Every week Asian issues are examined on 2644891 for details. 


SUBSCRIBE NOW 








The Minolta AF-DL. The compact 


dual lens autofocus camera MINOLTA 
that's twice the fun. And twice as easy. 


Double the fun. Double easy. That's the Minolta AF-DL, the compact autofocus 35mm camera 
IFat gives you the choice of two lenses at the simple touch of a button. A 35mm lens for great 
scenics and group shots. And a 50mm lens for wonderful portraits and close-ups of children. 
The AF-DL also gives you plenty of automatic features for easy, fun-filled picture taking. 

Like precise autofocus. Total freedom film operation. Advanced automatic 

exposure. And automatic switch-over flash. All at an affordable price. 
The Minolta AF-DL. Picture taking that’s twice the fun. 

And twice as easy. 







Minolta Camera Co., Ltd., 30, 2-Chome, Aguchi-Mactu, Higashi-Ku, Osaka 541, Japan 
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Moscow unveils a new plan of the Soviet Far East 


By Sophie Quinn-»udge in Moscow 

ikhail Gorbachov's visit to the 

Soviet Far East in July 1986 fo- 
cused attention >n the region's disap- 
pointing growth rate and stimulated 
planners to start work on a new blue- 
print for the arez's development. On 26 
August some details of this new plan ap- 
peared in a Pravda interview with State 
Planning Comm: ttee first deputy chair- 
man Anatoly Ret. 

The overall thrust of development 
will be to make the Far East more au- 
tonomous and gwe it a larger role in the 
processing of its raw materials. Soviet 
planners believe that investment in this 
area, stretehing from the Buryat Au- 
tonomous Republic east of Lake Baikal 
to the Pacific, will eventually be hand- 
somely repaid. Altogether they will 
plough Rbi 232 billion (US$359 billion) 
into the region's development. Reut did 
not say what, if any, part foreign invest- 
ment will play in this scheme. 

By the year 2900, electricity produc- 
tion should incrcase by a factor of 2.6, 
oil production should more than triple 
and natural-gas cutput increase seven to 
nine times. By 1995 (the end of the 13th 
Five-Year Plan), the Far East will be 
self-sufficient in electricity and fuel. At 
new sites to be opened up in western 
Yakutia, yearly eil output will reach 2-3 
million tonnes aad natural-gas produc- 
tion will be 5 bi lion m3, The Sakhalin 
shelf should be producing 4-5 million 
tonnes of oil anc up to 10 billion m? of 
natural gas. Coal extraction will also rise, 
to a targeted 85 million tonnes a year. 

A key aspect of the plan is the 
conversion. of the Far East from 
source of raw materials to a pro- 
cessing zone. Th.s will mean the recon- 
struction of the area's machine-building 
industry and the re-equipping of its 
metallurgical plants. A new metallurgi- 
cal base will be developed to exploit 
local iron ore ard coking coal. By the 
year 2000 this cemplex should be pro- 
ducing 3 million tonnes of rolled steel 
annually. 

While timber exports will grow by 
11%, the processing of forest resources 
will also increasc. Cellulose production 
should double and plywood output 
pow by at least «x times. A major over- 

aul of the fish processing industry is 
envisaged, involving its movement to 
the Far East. 

These ambitious schemes will obvi- 
ously be impossi»le to implement with- 
out an influx of workers to the Far East. 
Along the  Baikal-Amur Railway 
(BAM), which comes into full opera- 
tion in 1989, for example, planners ho 
to increase population by 1.7 times. To 
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‘heaps the high turnover of labour that 

as Sm oe earlier projects in this in- 
hospitable part of the world, they have 
earmarked 30% of investment for social 
infrastructure. 

By the year 2000, every family in this 
region will have its own flat or home, 
they promise. Pay rates in the Far East 
are already considerably higher than in 
the western Soviet Union. For example, 
newcomers to northern Khabarovsk 


territory receive a 40-60% increment to 
their basic wage. Development of local 
foed production is also foreseen. 

The realism of these plans might be 
doubted in light of past development in 
the Far East. So far, for example, the 
tremendous investment in the BAM has 





not brought returns. Although its com- 
pletion was officially celebrated in 1984, 
work has not yet been completed on one 
tunnel at its western end. As Gorbachov 
himself pointed out during his 1986 visit, 
“much of what was mapped out has, un- 
fortunately, been badly carried out.” 
Whether the new integrated approach 
and emphasis on self-sufficiency will 
provide the needed breakthrough for 
the Soviet Far East is anyone’s guess. 


> Charles Smith writes from Tokyo: 
rn is not rushing to get involved 
in Moscow's latest plans for developing 
its Far Eastern region but neither is 
involvement being dismissed out of 
hand. A specialist on Soviet trade and 
investment at Keidanren, the business 
organisation which sponsors all private- 
leve! trade negotiations with the Soviet 
Union, told the REVIEW that news 


^ 


of the Soviet plar had appeared 
"merely" in the form of a newspaper in- 
terview, and might therefore not 
thentic. 


Neither is Tokyo ir a hurry to gather A 


more information on the plan, prefer- 
ring to wait and see whether Moscow 
raises the subject when the two coun- 
tries hold their next major round of 
trade and economic discussions (proba- 
bly in the spring or surumer of 1988). 
Japanese reluctance to find out more 
about the new Soviet proposals may be 
related to inhibitions springing from the 
Toshiba Machine affair — in which a 
leading Japanese machine toolmaker al- 
legedly breeched COCOM regulations 
by selling advanced machinery to a 


Soviet naval shipyard. Since the affair 


surfaced in May, Japanese exports to 
the Soviet Union have languished and 
officials have apparently become reluc- 
tant to embark on anv new trade initia- 
tives. Political factors aside, the Japan- 
ese business world apparently sees Sibe- 
rian resource development as a very 
long-term issue. 

Keidanren’s specialists suggest that 
Japan might be interested in substan- 
tially ratsing its intake of Siberian coal 
or natural gas by the mid-1990s, but not 
before then. Negotiations on Siberian 
resource developmen: launched before 
the latest Soviet hints on stepped up 
development in the Far East were mov- 
ing at a snail'S pace or in some cases 
totally stalled. Agreement on a fourth 
forestry development pro 
reached at the end of 1986 is the only ex- 
ception to the general pattern of stagna- 
tion. 

The Japanese lack of urgency has to 
be seen in the context of what one offi- 
cial calls a "shift in thc focus" of the two 
countries' trade relations from re- 
sources to other issues. At the last meet- 
ing in April 1986 of the two countries' 
committees on bilateral economic rela- 
tions, the main stress was on possible Ja- 
panese involvement in production joint 
ventures in the Soviet Union and on the 
refurbishment of existing Soviet fac- 
tories. 

Keidanren officials say these two to- 
ss continue to arouse more interest in 

apan than resourcc-development pro- 
jects, though only onc joint venture has 
so far been agreec upon. Failure to 
agree on other projects is blamed in 
Tokyo on the “admmistrative disrup- 
tion” caused by the Gorbachov econo- 
mic reforms. A particular problem has 
been the “weakened authority" of the 
Soviet Ministry of Foreign Trade, Ja- 
panese specialists say. 

Japan's exports to the Soviet Union 
fell by 31% to USS1.19 billion in the 
first half of 1987 reflecting delayed 
agreement on the pricing of steel ex- 
ports, as well as alleged administrative 
problems on the Soviet side. Japan's im- 
ports remained almcst static at US$ 
102.1 billion, a drop of 1% from the 
1986 level. 
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An outstanding yea 


opes exporters and government 
officials are still waiting for the ef- 
fects of the NT dollar's sharp apprecia- 
tion to hit the economy. 

Conventional wisdom suggests the 
fourth quarter will show a sharp 
downturn in exports. But, it now ap- 
pears likely that continuing strong ex- 
port demand and the beneficial effects 
of lower import prices and stable oil 
prices will produce an outstanding.year 
overall for the economy. The govern- 
ment’s statistical bureau said on 19 Au- 

st that GNP would rise 10.6% for the 

ull year. This represents a hefty upward 
oe of the agency's May forecast of 
1%. 

The NT dollar has risen 18% this 
year, from NT$35.50:US$1 to its 28 Au- 
gust level of NT$30.09:1. Since the Sep- 
tember 1985 G-5 meeting of finance 
ministers, the NT dollar has risen 34% 
against the US unit. 

Despite the strengthening of the 
local currency, Taiwan's surplus in its 
trade with the US has continued to 
grow. The result has been frustration in 
Washington, pleas for patience in 
Taipei, and new demands for further 
appreciation of the NT dollar — par- 
ticularly from the US Treasury Depart- 
ment. Taipei had been hoping to main- 
tain the value of the NT dollar at 
roughly 30:1 for at least a few months, 
but political pressure and economic fun- 
damentals are likely to push it closer to 
28:1 by the end of the year. 

Taiwan's trade surplus with the US 
totalled US$9.36 billion in the first 
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seven months of this year, up 25% from 
the same period a year ago. Overall the 
island's surplus was US$10.82 billion, 
representing a 31% increase from last 
year. Exports so far this year have risen 
36% to US$29.44 billion. In NT dollar 
terms, the growth was still an impressive 
18%. Electronic products recorded the 
biggest rise of 60% to US$5.5 billion in 
the first seven months. They now ac- 
count for 19% of Taiwan's total exports 
against 16% a year earlier. 

However, July's export figures do 
show a sharp slowdown in the rate of 
growth. In NT dollar terms, shipments 
rose a bare 1.4% against the same 
month last year. In US dollars, the in- 
crease was 24%. On the face of it, this 
appears to confirm the gloomy predic- 
tions that the local currency’s apprecia- 
tion is beginning to bite. But analysts 


COMPANY RESULTS 


% change 
on period 


H30June | HK$1.1b 
(US$141.0m) 


H 30 June 


H30June | P. 796.30m +121 
(US$38.9m) 
Ror (891m 


M$2.52m 
(US$998,019) 


P 772m 
(US$37.8m) 


H 30 June 
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in Hongkong helped 


—— CJ 


cautioned that the July statistics might 
have been distorted by the lifting of 
foreign-exchange controls on 15 July, 
and seasonal factors. 

Import growth overtook export 
growth in April, and in each month 
since then imports have grown faster 
than exports. In the first seven months, 
imports rose 40% (in US dollar terms) 
while exports climbed 36%. Besides the 
currency realignment, this also repre- 
sents the first effects of tariff cuts im- 
plemented earlier this year. 

Domestic investment has been even 
i i than expected, despite fears 
that the NT dollar's appreciation would 
dampen investor sentiment. Fixed-capi- 
tal formation in the private sector rose 
19% and 29% in the first and second 
quarters. Total fixed-capital formation, 
including government and state enter- 
prises, increased 19% and 21%. The 
government predicted that second-half 
growth Would: be 17%. 

After almost a year of runaway 
money supply growth, recent central 
bank measures to stem inflows of capital 
appear to be taking effect. The MIB 
measure of money supply (currency in 
circulation plus chequing accounts, 
passbook deposits, and passbook sav- 
ings deposits) increased at an annual 
rate of 42% in July, down from a peak of 
more than 50% in May. 

This slowdown signals a reduction in 
inflationary pressures. In the first half, 
the consumer price index (CPI) rose a 
mere 1.4%, while the wholesale price 
index (WPI) declined 3.795. For the full 

ear, the government is predicting a rise 
in the CPI of only 0.4% , while the WPI is 
expected to fall 4.225. — Carl Goldstein 


profit performance. Extra- 


ordinary gains were HK$262.8m. 


HK$9.48b 
(US$1.2b) 


(US$91.1m) 


P 3.24b *20 


(US$158.4m) (n.a.) 


from 


Operating income rose to P 949.92m from P 770.29m 
previously. 

Company turned around from losses of M$13.52m pre- 
viously but expected to face continuing difficult conditions 
in second half. 

Net income was affected by a rise in franchise tax to 396 


from 296 and a new corporate income tax of 3596, imposed 
February. 
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Buyers bounce back 


MARKETS in Asia revived from the previous period's beatings, with Taiwan taking the lead in the week to 
31 Aug. Hongkong followed, helped by good corporate results. 


TAIPEI]: The weighted price index 
blasted through the 3,000 mark for the 
first time ever. The successful launch- 
ing of the Chung Hwa Fund provided 
the latest pretext for a buying spree. Fi- 
nancial and property shares led the 
market. Chang Hwa Commercial Bank 
rose 3355 to close at NT$268 (US$8.9). 
Average ve? transactions were a 
heavy 14.54b. 


SINGAPORE: The market opened on 
a determined spate of buying and the 
Straits Times index broke the 1,500 
mark to peak at 1,514.85 on 26 Aug.. 
but prices eased towards the end of the 
riod. Investors focused on selective 
lue chips. Haw Par put on 45 S cents 
(21 US cents) to S$6.65. Daily turn- 
over was 31.27m shares, worth 
$$94.8m. 


HONGKONG: The market recovered u  — — 
and soared to a new high on the back of | ~ 
better-than-expected corporate re- | *99! 

sults. Futures arbitraging also contri- | 
buted to the rally. Cheung Kong closed | ,, 
the  holidav-shortened period at | ^ 
HK$13.70 (US$1.8), up 70 HK cents, | 
and Swire at HK$26.60, up HK$2. 
Turnover was 2.1b shares, worth 
HK$7.9b. 


KUALA LUMPUR: News that the base [J 
lending rate would be lowered by halfa |- 
pot to 7.595 effective 1 Sept. en- |% 
ivened the market before it closed on a | 4so 
listless note, in a week shortened by 
public holidays. Public Bank inched up | 
4 M cents (2 US cents) to M$3.50 and | * 
Malayan Breweries surged M$3.50 to | 3 
M$14. Volume averaged 27.1m shares |. 
worth M$30.9m. 





TOKYO: The market hit a new high on 
27 Aug., making up the ground lost 
since the previous peak of 17 June. 
Shares dipped on profit-taking at the 
end of the period, but the tone was firm 
in fairly heavy trading. Sankyo gained 
¥60 (42 US cents) to 2,010 and 
Minebea rose ¥46 to ¥714. Turn- 
over waa 1.21b shares a day worth 
.U/t. 


BANGKOK: Banking and finance sec- [ 
tors took turns to lead market rallies. | - 
Investors were encouraged by the im- | - 
proved earnings released by various | 3 
companies. Bangkok Investment led | , 
gainers, followed bv ITF and Asia 
Fibre. Thai Plastic & Chemical and 
G. S. Steel were among the major los- 
ers. Volume totalled 15.9m shares, 
worth Baht 2.77b (US$107.6m). 


AUSTRALIA: Investors rushed indus- [7 
trial stocks against a backdrop of re- | ^. 
cord profits from News Corp., the Bel] | * 

Group, and North Broken Hill. John | 199 
Fairfax shot to A$9.06 (US$6.5) on a | , 2. 
bid launched by 26-year-old Warwick |- 
Fairfax to take part of his family's | 
media group private and refloat the | 
rest. A total of 873m shares were 
traded, worth A$2.23b. 


MANILA: Nervousness over the secu- [7 
Se situation following the 28 Aug. 
failed coup cut short hopes of a qui 
recovery. peg daily turnover was 
P.158.99m (US$7.8m), down 11%, on | , 
1.09b shares, down 20%. Sizeable | 
gains were posted by a few oil shares, | ™ 
notably P v ine Overseas u$ Y 
14.3% to P0.12) and Trans-Asia (up | 
14% to P.0.049). 





NEW ZEALAND: Profit-taking pulled 
the market back in the first half of the |" 
riod, but dropped off amid a rally. | 4& 
rierley completed a full takeover of | ssm 
Rainbow, giving it 40% of Australian |... 
retailer Woolworth. Brierley was up 6 | ^ 
NZ cents (4 US cents) to NZ$4.84 and |* 
Fletcher Challenge rose 16 NZ cents to | 20m 
NZ$7.11. Volume for the period was | ga 
81.83m shares, worth NZ$169.23m. 4 


BOMBAY: Prices held steady in the [^ 
early part of the holiday-shortened | 
period, despite some profit-taking in | ® 
cash scrips. Bajaj Auto, which has | & 
been surging on rumours of an impend- 
ing bonus issue, gained Rs 275 | 
(US$21.2) to close at Rs 5,750. On 31 | - 
Aug., however, equities retreated | : 
across the board due to rumours of im- |. 
minent tax hikes to fund drought relief. 


SEOUL: Stocks plunged as tension 
mounted over funeral arrangements 
for a slain striker. Two of the biggest 
recent gainers, finance and construc- 
tion, suffered the worst declines. Two 
new issues, Shin Young Securities, up 
33.9%, and Yu Wha Securities, up | ™ 
32.4% , led gainers. Turnover fell to an > 
average Won 72.9b (US$90.6m) a day | 3 
for 6.64m shares traded. 


wm FAR NOTATU ETT 


NEW YORK: A weakening US dollar 
and sagging bond prices combined to 
push the market downwards. Market 
analysts believed this was a necessary 
corrective phase to the long bull run. 
Turnover for the per:od eased to some 
895m shares for the period. The Mor- 

an Stanley Capital International 
al | ndex closed unchanged at 493.3 for 
,. SONLJFMAMJJA. the period to 28 Aug. 








OS E li | 12:125 . 12,87 
387 | | pe e. 12.075 
6.657 tain Ez | 9875 : 10.75 
7.80 is 
132570] — 6.50 7.00. 
113200 | i & 17.00 s 1850 
153.975 | 


VERRE 


y 


EC 


6.75 
7.1875 


7.1875 
9.875 
3.9375 
3.875 
3.875 
11.50 


4.401 , 
4.40 


12.61 12.50 
12.98 | 1284 
13.07 13.04 
1342 ^ | 1344 


9.98 | 10.10 
10.05 | 19035 
10.37 | 10.09 
10.49 | 1030 | 10.39 


9.970 -| 10.453 | na. 
10.391 10.546 | na 
10.80 | 1076 | 978 
10.82 | 10.77 





MEL UA dini 
1984 — 1985 


» 
— c2. 4 mM 
) 
d E 
LI 


ps 


x 
x - 


EN 


ALES 


> 


| ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
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Economic Growth % peal) (1) 
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International Reserves (5) 
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Year ago 
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A$117.55b(10) Rs 1,469 19b(10) 
(Mar.) 


*1. +1 
+13.67 *1€.75 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consume Pnceindex A — (3) M2 ox currency plus bank deposits 
(5) IMF definition of resesves minus gold except for Singapore .6) Customs basis (7) fob (8) cif m Gateding pation producta.. 








: APPOINTMEN S 


GRIFFITH UNIVERSITY 

SCHOOL OF MODERN ASIAN STUDIES 
SENIOR LECTURER 

AUSTRALIA-ASIA RELATIONS 


(Continuing Appointment) 


Applications are invited for the position of Senior Lecturer 
in Australia-Asia relations. Applicants shouid be in the 
- field of international relations and foreign policy with ex- 
.pertise in Australia's contemporary relations with Japan, 
| China or Southeast Asia. The appointee will be expected 
to teach in coursework on international relations and Aus- 

+ tralia-Asia relations at the undergraduate and masters 
levels as well as to supervise postgraduate research. The 
“appointee will be expected to undertake research. 


as Director of the Centre for the Study of Australian-Asian 


1 The position is available from February 1988. . 


Commencing salary ve be $37903 per annum ona scale 
extending to "per annum. Under normal cir- 
cumstances the ie faa will be made at the begin- 
i ngort the en 





Le he Fit Easter Economic Review is now publishing a quarter- 
-iy index which details by country and date everything that has 
appeared in the Review. The index is available on a quarterly 
basis, Subscribe now and each quarterly index will be sent to 
“you automatically as soon as it becomes available. A vital 
research tool, the Review index will save hours of needless 
searching for information. ORDER YOURS TODAY! Only 
"HK$230 (US$30) for 4 quarterly issues. Just complete the 
"coupon below and send with your payment. 




















The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


le 2ase send my order for the Far Eastern Economic Review 


| alent i in lacal comen in payment. 


he appointee will also be expected to undertake a term | 


Relations, located in the School of Modern Asian Studies. — 
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 MAXIMISE 
ADVERTISING 
EFFECTIVENESS 


The Review knows that the International Classified 
section can maximise advertising effectiveness when used 
consistently, and so does Mr. Simcoe of Overseas 


Employment Services who wrote the following letter to us: 


Covent so PR CANADA H3? 3CT 
own OF MOUNTS cere Hes 
dx * 


jeiy 29, 1987 





p5:l1M 


The Review not only targets your message to the highest 
concentration of the affluent and influential in the region, 
but, more importantly, in the words of Mr. Simcoe 

secures 'very satisfactory response’. 


Don’t wait for your competitors to discover the value of 
this new and unique advertising vehicle, discover it for 
yourself first by ER 


* * 


Hillary 
International Classified Manager 
Far Eastern Economic Review: 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong Si 
Tel: 5-293123 Telex: 62497 REVAD HX 


_ Whee print in block letters) . 













Hampton d& Sons, the leading UK Estate Agents can assist you iu sell, let, 
manage and arrange finance for your UK house or flat. 

Call Philp Jackson on 5-8104838 or telex 61851 FFDHK-HX 
Hampton & Sons 


$ Arlington Street: Lanibon SATA IRB Telex: 25341 


COCHBRSEPNCIFIC Dis 
PROPERTIES LIMITED: 
I36ffoor Two ExchangeSquare, Hong Kong 





.OPÉR | 
PAU HERC 





RANCHO MIFAGE, CALIF. 
Lovely 4500. sq.ft home. on 

;.14th tee orestigious country 
club; spectacular view of golf 
course and mountains; 3 bed- 
‘rooms; study; 31/2 baths; 24 x 
35 ft living/dining area; air- 
conditioned; 79 ft. enclosed 
lanai; 2 garages; heated pool; 
18 grapefruit ‘trees; lemon 
and lime rees, US$745, 000. 
Write to: 


L. ROBERT PRIMOFF 


AUSTRALIA 
Superb display homes in every capital 
city. House and Land packages for all 
tastes and budgets. 


ELIZABETHAN 
VILLAGE PERTH 
Exceptional opportunity to acquire asut- 
cesshul business, with room and plans! 
for future expansion. 


NEW YORK 
Experience an incomparable blend ofi 
| confor and excellence. Fultymanaged | 
apartments at Central Park. : 


FLORIDA 


| Superior apartments. An idesi environ- | 
[ment for luxurious living at Palm Beach. | 


.ANDORRA: 
Not just a tax haven, the new “SOL SKT 
development has fully serviced aparti f- 
ments which combine sun, skiing and the | : 
use of sports and social amrmenties 


| PHUKET | 
This idyllic islánc, growing in pepularity is 
| ripe for investment, Properties always 
* availabe. 
: iFor further. 


NY. 10024, U.S. A. 
TE.EX:620177 


Vormation on these and 
3r igor c INTER: 


This space is reserved for 


Classified Advertisements French in France 







660 Madison Ave., New York, . 





Reservations should be addressed to: 


international Classified Manager 
Far Eastern Economie Review 


15th Floor, 30 Gloucester toad 
GPO Box 160. Hongkong 
Tek 5-203123 Telex: 62497 REVAD HX 


English inthe U. S. A. 
intensive { 
Diploma transterabie to L.S. 


French American Study Center: . 


B.F. 176 
14104 LISIEUX Cedex 


grams + internships. 


Ph.:313122.05. 








CONFERENCES/EXHIBITIONS 
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THE PHILIPPINES 


THE CHALLENGE OF CHANGE 
LONDON 7 & 8 OCTOBER 1987 


Are you contemplating new or further involvemen: in this changed mar- 
ket? Do you understand the complexities of this evolving business 








: ine know.. 


framework? Examine your Sl potential — ask the people in- 















SCHOLARSHIPS 


- hours a week. They will be remunerated for the work done. 


accommodation M 
Application forms may be e obtesned from: 


Our specialíát co 
prehensive. aido ey Services 
which include: b. 35 


financing. t P.O. Box.5022, Costa wm. Calif 
Setting up business 92626, U.S.A. 25; 
incorporation af comparses 


758, Star House 3 SalishuryHoac. 
Kowloon, Hong Kong. Tell O- 7398298 ; 
Teiex: 33055 COML HX Fac 3-7398286- | 


START BUSINESS IN HONG KONG? 


— Company Formation i EXESZMX/iV f= = 

— Transhipmént Services € M ME. 

— LC Handling Ee 2 

~~ Shipment Documentation 4 7 di EGRE: COURSE 
Oel pr —anc aser ob 

DS Managemert Services -'$ |. Administration. courses, Also Doct ati 


Rm Boo Star House, TST. 
Tel Terzo T Tix 39644 DSMGT 










NATIONAL UNIVERSITY OF SINGAPORE 
RESEARCH SCHOLARSHIPS 


Research Scholarships ere avaiable to outstandiag university 
graduates registered for, or adiissable to, master's and doctor's 


degree programmes by researéh at the National University of 
Singapore. 


The Scholarships are tenable fe one year in the first instance and, 
subject to satisfactory prog m renewable annually for another . | 
two years. We 


The value of each Scholarshig apnges from $$806 to $51100 per 
month (U581.00 = 5$2.11 approximately) and is not subject to i 
income tax. the actual quantir is determined or the candidate's - | 
qualifications and. pene £O travel or other allowance is. 
provided. 

Research Scholars may be asked to assist in the work of the E 
Departments to which they arccattached for not more than three. o 













































The University will help Reseach Schoiars find off-campus 








nguitants. jode | cH 







Contact: BOB oa (Agen: 









Establishing contacts: ad Securit 


Mi 


Company secretanal matters 
Business services 

Financial services, advice and plan- 
ning 

Taxation services & planning 
Bookkeeping and accounting ser 
vices. . : 
Services in respect af documentatii ad 
of reinvoicing transactions and ship : 
ping documents. : 


Englishman with 38 years 
Management Experience == 
INDIAN SUB-CONTINENT & FAR EAST 

offers representative/liaison or. 
other functions on retainer basi: 
DOUGLAS WHYTE A ASSOCIATES L 
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Contract negotiations GPO Box11464, Hong Kong 
Company investigations (Te: 58122774) ~~ 


Executive recruitment 

















COURSES 








{PREY programme. Private 
unaccredited Ur seas ae 
part-time hóme-« ne 








Enquiries . 
welcomed. - 
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he paddy fields of Malacca, once the 

source of sustenance of the powerful 
trading city that sent spices to Venice, 
are dying. Valley bottoms, which 10 
mea ago reflected the monsoon clouds 

rom their neatly transplanted sawahs, 

are increasingly infested with tall 
menulon grass or grazed by buffalo 
whose sole function is ultimately to pro- 
vide meat for a wedding or hari raya 
feast. In some cases patches of vegeta- 
bles or cocoa slated. at the instigation 
of the local agricultural project officer, 
or oil palms laid out by the Federal Land 
Consolidation and Rehabilitation Au- 
thority have invaded the abandoned 
fields. But in village after village, more 
and more of the traditional stilted 
Malay houses, with ageing occupants, 
look out over unused, and rather deso- 
late, bunded fields. 

Malacca’s paddy area and produc- 
tion have been falling since 1975. In that 
year, the state planted 13,500 ha which 
yielded 33,000 tonnes or grain. By 1986 
the area had declined to 2,832 ha and 
production to 7,800 tonnes. 
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Despite the government's best efforts 
in constructing irrigation schemes to 
rmit double cropping, providing free 
ertiliser and setting a guaranteed and 
subsidised purchase price for paddy, as 
well as the general adoption of high 
yielding varieties, Malaysia's paddy in- 
dustry as a whole is in trouble. Plans for 
85% self-sufficiency announced in 
1984's National Agricultural Policy 
have already been down-graded to 55- 
65% as total production in the peninsula 
has slipped from a peak of 1.8 million 
tonnes in 1979 to 1.4 million tonnes in 
1986. Current planning is to concentrate 
efforts, inciodins new infrastructural 
rovision, in eight "granary" areas. 
alacca is not one of those. Farmers 
here are to be encouraged to move into 
alternative crops, and receive minimal 
support if they stay with paddy. 
The problems that beset the whole 
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paddy industry, including parts even of 
the major northern granaries in Kedah, 
Penang and Kelantan, have reached 
their extremes in Malacca and neigh- 
bouring Negri Sembilan. Basic to the 
whole situation is the uneconomic na- 
ture of paddy farming, even with all the 
government help. Much of Malacca's 
paddy land is in narrow, winding val- 
leys, once picturesque, now difficult to 
modernise. Farms are mainly very small 
— often half an acre or less. Subdivi- 
sion, following traditional inheritance 
practice, has often led to multiple own- 
ership of a cluster of miniscule plots. 
Out-migration, especially of the young 
adults to jobs in the rapidly grow- 
ing cities, is the only means of survival 
when a family of eight or 10 is depen- 
dent on half an acre of paddy, and 
perhaps a couple of acres of rubber. 
Some, who work in Malacca town, 
are able to continue to reside in the vil- 
lages but most go further afield, to 
Kuala Lumpur or even Singapore. 
Many join the armed services, the tradi- 
tional outlet the world over for many 
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with no land to support them. A few 
younger people continue to work the 
land, but they are in a minority. For 
those who remain, middle aged or eld- 
erly, incomes from non-farm sources 
enable them to live in reasonable com- 
fort. Many are on pensions, from the 
police or army; others receive remit- 
tances from the children who have left; 
some run their own small businesses or 
are employed as government servants, 


he mukim (small administrative dis- 

trict) of Melekek well illustrates this. 
Melekek lies just to the west of the main 
road between Malacca town and Kuala 
Lumpur, a few kilometres north of the 
district town of Alor Gajah. Its small 
villages, kampung or solok, parallel the 
break of slope where rubber smallhold- 
ings on the higher ground give way to 
the paddy fields of the narrow valleys 


whose streams are tributaries of the 
Siput river. But many of the paddy 
fields are not cultivated. Especially in 
the upper reaches of the valleys, where 
water is sometimes short, the bunds that 
separate the lots, now frequently divide 
dry grassy fields bordered with wild yams. 

Between 1970 and 1980, when Ma- 
laysia’s total population grew by 25%, 
that of Melekek fell by over 21%. Since 
1980 it has lost a further 10%. Fewer 
than 30% of those who remain are in the 
productive age group of 25-55; 20% are 
above 55. Household heads average 57 
years of age. And though there are 
plenty of children, many live with 
grandparents and will doubtless join the 
drift away when they have completed 
schooling. In 1974, 190 ha of paddy land 
were cultivated in Melekek; now barely 
half that area is worked. 

Many households are headed by 
women, not because in this area of mat- 
rilineal inheritance they own the land, 
but because they have outlived their 
husbands and their sons have left. 
Rahmah is a fairly typical case. Over 60 
years of age, she has four sons, all of 
whom have left the village. Three are 
employed as government servants in the 
Kuala Lumpur region, the fourth is a 
driver for a private firm in the capital. 
Three of her grandchildren live with 
her, since, like many, their parents pre- 
fer that (hey be educated in the village. 
She owns about half an acre which is di- 
vided between her house lot and three 
paddy plots. The paddy land is not culti- 
vated — who would work it? She lives 
simply on remittances from her family, 
but in basic comfort. Like most of 
Malacca's rural houses, her house has 
piped water, electricity (enabling her to 
run an old TV) and a septic-tank toilet. 

It is likely that within the next 
decade, paddy growing will have be- 
come extinct in Malacca. What will hap- 

n to the land is still to be determined. 

t is the government's intention that it 
will be used for alternative commercial 
crops — vegetables, oil palm, cocoa. 
Traditional law makes it very difficult to 
sell paddy land, so it will probably be 
leased to a cooperative or maybe even a 
private company and the income will go 
to absentee owners. As for the villages, 
they will probably join their counter- 
parts in many other regions of the world 
and become places for retirement or 
dormitories for workers in the towns 
and cities of the state. — P. P. Courtenay 
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We have new standards and theyre 
going up all the time 


world. 
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| Royal Jordanian is soaring high with its 
Y newly equipped fleet, ready to fly you to any one of 


ar: s a our 42 destinations worldwide 
vx When ycu'ref ying to and from the Middle 
" N HT | East, Far East, Europe or USA, ve can give you the 


convenient connection t:mes you need, plus service 
|, * and efficiency that are hard to »eat. So take a 747 
or TriStar anywhere from Singapore to Los Angeles 
and relax in our new reclining sleeperettes, enjoyin 
our superb cuisine and the warmth of our traditiona 
hospitality. 

As part of our continued commitment to 
improvement and modernisation, we've just added 
the new Airbus A310-300 to our fleet - just for you. 

Fly Royal Jordanian worldwide. You'll be 
sure of a warm welcome all over the world. 


Setting new standards 
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When everything is just as it should 
be. a hotel is much more than a place to 
stay. It isa place with a pleasant natural 
setting, an array of finely appointed 
facilities, and a devoted staff. If a hotel 
has all these, it can be a work of art. And 
its staff is a team of artists that make it 
shine. 

There are a few hotels like this in 
Korca. and the latest to attract atten- 
tion is the new Paradise Beach in the 
southern port city of Pusan. It's setting 





PARADISE BEACH 


PUSAN KOREA 
4AAF UNDAE PO BOX 45 PUSAN. KOREA 

TLX. PARABH K52145. FAX. O41) 242-2900 
OUL OFFICE TEL. 0021 277 2121 
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is a seaside hotspring resort. It's facili- 
ties include extra-spacious rooms, 
the town's only Vegas-style casino, 
8 spots for wining and dining, plus 
plenty of choices for entertainment and 
recreation. 

And to make it all shine, the hotel has 
a devoted staff of 800 people who spe- 
cialize in the fine points of service and 
hospitality. They're the artists who 


make the Paradise Beach a true work of 


art for enjoyment any time! 












Business 


Travels 


With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 





At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
General Sales Manager 
Far Eastern Economic Review, 
G.P.O. Box 160, 

Hong Kong. 


FarEastern Economic 


Unparalleled influence in Asia. 





TAPSA /Ayor 


BANK 


CN-235 


CASA-IPTN'S LATEST 
TECHNIQUE FOR INCREASING 
YOUR PROFITS. 


The CN-2355 profitable 
performance makes satisfied operators 
smile all the way to the bank. 
Passengers are equally pleased by 
more space and comfort than can be 
found on any comparable regional 
transport. And this passenger 
satisfaction shows up in their requests 
to fly the-CN-235, increasing 
operators profits. 

Of course, a large profit margin is 
built into the CN-235 by design. 

It's the first regional transport truly 
created for the world of today. From its 
ingeniously simple overall concept 

to each state-of-the-art detail and 
function, here is the ideally efficient 
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and versatile earning machine of your 
dreams. 

Up to 44 seats with 1.90 headroom 
down the aisle. But if aisles are high, 
overhead costs are wonderfully low: 
bw costs of procurement, consumption 
and easy maintenance (the lowest 
costs per seat of any aircraft in its 
class). All of which insures your higher 
profits. 

The CN-235’s rear cargo-ramp 
door gives still greater guarantees of 
boosted profits. Freight and 
containered baggage is loaded/ 
unloaded so much easier, faster. And 
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the CN-235's configuration can be 
changed to mixed or cargo. 

Actually, magic is not a bad word 
to describe the CN-235. Not the 
aircraft itself of course, which is a 
perfect product of CASA -IPTN 
technique. But those profits definitely 
possess a mag c attraction, or at least 
so we hear from operators around 
the world. They're enchanted. 


Tecknical Characteristics: 
Engines: 2 General Electric 

CT 7-7 turbobrops 1.700 shp. 
Maz. capacits: up to 44 pas. with 
toilet and galiey. 


Cargo capabi'ity: 4 LD-3 
contamers or 2 pallets of 88" x 125" 
or 5,000 Kgs. (11,023 lb.) of bulky 
cargo. 








IPTN 


Gedung BPPT IL. MH. Thamnn no. 8 Jakarta 
Telp. 021-322395, 021-336651; PO BC IX 3752; Telex 46141 
o 


Construcciones Aeronduticas, S. A. Rey Francisco, 4 
28078 eo 248 53 09. Telex: 44729. 


CASA Inc.: 14102 Sullyfield Circle, Suite 200. Chantilly 
Virginia 22021. Phone: (703) 378 22 72. Telex: 90- 1109. 


How much will 
your balance sheet lose 
in the translation? 


It doesnt take much to make your well- 
managed, profitable foreign subsidiary look like a 
foreign liability. 

Just an unfavourable exchange rate when the 
balance sheet is being prepared. 

A classic case of currency exposure. And while 
the symptoms are easily diagnosed, what's to prevent 
you suffering from it time after time? 

Nothing short of specialist treatment. 

At NatWest, we've helped countless companies 
manage this risk successfully. 

First of all, well assign to you a personal 
contact, an account executive. He'll set about 
gleaning a thorough knowledge of your business 
and the market it operates in. 

This is vital. 

Because when quick decisions are called for 
(as they often are in risk management) he'll be able 
to provide informed answers, not snap judgements. 

Best of all, he'll be in a position to devise a 
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policy tailored to your specific needs. To help ensure 


that, in future, your balance sheet is protected 


against currency exposure. 

To do this he'll certainly call on some of the 
financial instruments at his disposal, such as Foreign 
Exchange Contracts, Currency Loans, Swaps, Future 
Rate Agreements. or Options. 
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More than likely, hell consult the legal, Tokyo, Singapore and Hong Kong) trading in every 
accountancy and treasury specialists in our Group major currency you can name. 


Financial Engineering Unit in London. A bank with a top credit rating, operations in 37 


ind draw upon all the experience o” Britain's countries and an asset base of over U.S. $120 
biggest bank with dealing rooms in every major billion. Impressive figures. No matter how you 


financial centre (including London, New York, care to translate them. 
Risk Management by NatWest « The Action Bank 
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SUPERIOR SERVICE UNFOLDS 
IN JAPAN 





HILTON INTERNATIONAL 


TOKYO * OSAKA 


After more than 20 years in Japan the 
experience of Hilton Intermational unfclds 
for you. 

Now you can find a convenient 
location, unusually good feod, spacious 
accommodation and superior service 
in our new hotels in Tokye and Osaka. 
And more. 

Our Executive Floors and Business 


Centres meet the special needs of the 
business traveller and our fitness centres 
boast extensive recreational! facilities that 
will satisfy the most active of guests. 

Let our experience unfold for you 
in Japan. 


For reservations. cali wour travel 
ageni, any Hilton Intern. sional botel or 
Hilton Reservation Service 





è The Tokyo Hilton International — * State-of-the-art fitness centre 


is in Shinjuku, the city's newest — tennis courts — swimming pool 
business district. — Executive Business Centre 
* The Osaka Hilton International is  — No Stop Check-Out?" 
in the very heart of the business, — Three Executive Floors 
cultural and shopping districts. 4: cach _ocation. 







AY 
a 


TEHES WA Mert 
a! > ho Sm 
ar TC ia 

>- " Ar 


T t f "i 
ME SR X 


E 


BAUME & MERCIER 
GENEVE 


y 


a» 


-— 


^ 
*, 


ok) 


» 


OPERI SIRE UE 


HU SIR gn 
ee 
> f 


thenew 7/7 . . 
7277. 


Re F 2" 357, 4e -co7 U 


o "» 
~ / 
2 Enlarged to show detail 


T4 


y Registered model 
y 





e mr oe 






E 

u 

Hz 

f N 
(Ox 

e. S) 


A99 
Ww «= 


roots 


BAUME & MERCIER 


nE , 


f GENEVE 

E 18K gold and stainless steel editions for men and wornen. Water-resistant to 99 feet 

ev 

n. 

^1 Showrooms & Service Centres: Hong Kong: Shop 15A&B Edinburgh 
^ Tower, The Landmark, Queen's Road, Central - tel.5-222339. Singapore: 0923, 581 
" Orchard Road, HEX 02-26/27, Hilton International Singapore - tel. 7328055 - 
( 333. Orchard Road, HEX 01-01, Mandarin Hotel Shopping Arcade, Singapore 0923, 
"a tel. 2350521. Thailand: BANGKOK 10500, The Time Midas CO LTD, 89/7 Bangkok 
= Bazaar Rd, Rajcamri - tel. 251-2783. Philippines: METRO MANILA, La Elegancia 
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msung training- --A SURE THING! 


[hey say that creativity is 10% inspiration and 90% 
perspiration. 
Training...shaping up for the big game or the job 
at hand...also takes both. Samsung has put a lot of 
effort into R&D to develop 
high-tech, state-of-the-art 
consumer electronics products 
that will give you 100% in total 
performance. 
In the vivid picture quality 


of Samsung's color TV and VCRs, 


you Ill get more than just what 
meets the eye, and our audio 
systems will astound you with their rich, vital sound. 


samsung s dependable and aftordable electronic home 
appliances have made fans all over the world. 
These are just some of the reasons why we were 
selected as suppliers 
ot consumer 
electronics for the 
recent Asian Games 
and for the commu- 
nications network of the 1988 Seoul Olympic Games. 
So, GO SAMSUNXCG!!, and join the rest of our fans. 
They know and you'll find out that, when it comes to 
high performance, Samsung is the name of the game. 


LA 
LE SAM SUNG 






















|. for what it has | 
three decades. My greatest fear as a Sin- 












„each hip, ruled Kokang, or traded 
opium, 


forces. 
- Her oldest brother was the SOWbWa 


of Kokang State and each Shan state in- | 


cluding Kokang had its own police or 
army to defend itself and opium trading 
was legal east of the Salween under the 
British. 


> Yang's brother, Jimmy, was a busi- 


nessman, banker and politician in 
democratic Burma. After Ne Win's 


f coup d'etat in 1962 and the arrest of all 


legitimate political leaders in Burma in- 
cluding the Sawbwa of Kokang, Jimmy 
led the Kokang forces to join the Shan 
State Army in an attempt to restore 
democracy in Burma. 


elected prime minister of Burma, U Nu, 
caped to Thailand to lead the resist- 
ance against Ne Win. Unfortunately, 
nothing came of it. 
Ho igkong 


: Hd The Chinese stamp was used because 
China is the most accessible place from 


'A Shan Exile' 


which international mail pom KOERA 
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Naive democracy 


| Asa Singaporean who had both studied 
.| and worked overseas, I am appalled at 

ho 
LETTERS, 3 Sept.] can be. It is said to 











ind that many Singaporeans, both at |. 


home. and abroad, seem to think that 
being educated at Western universities 
lends them an air of authority when they 
talk about democracy and freedom of 


speech without realising that our ideals 
and aspirations can be very different 


from that of the West. 

If the Singapore Government truly 
| lacks the democracy and freedom of 
4: Speech which is "manifested by the 


| government's silencing of the foreign 


press," then I am sure I would. not 
have read Lams criticism in the 
REVIEW im 

I also think he has been away from 


home for too long. Many Singaporeans 


do not fear the government. Good gov- 
ernment appeals to common sense and 
logic, not to emotions. 

We respect the government for its 
no-nonsense approach and appreciate it 
one for us over the last 


gaporean is that we have become soft in 
the head with the good life which we 


take for granted, only seeking to have 


our cake and eat it, and that when there 
is no one left to carry the burden when 
times are hard, eventually become a na- 
tion of : invertebrates. | 


Khun Sa and other: If she dressed | 
ina grey uniform, packed a pistol on © 


she did so in her capacity 
as a member of the Kokang armed E 


Jimmy joined the People’ 5 Demo- | 


| cratic Party movement when the legally 


‘naive and ignorant Kevin Lam | 


: Even this. es 







wi Idermem he. profus 

from, fo, and about the 
Singapore regarding some real or ima- 
gined feud that is apparently going on 




















emment. 

« May 1 respectfully suggest that it is 
time to end this silliness: T have been to 
Singapore on a few forgettable occa- 
sions: it is not important enough to write 


hand, is important to those of us in- 
volved in international trade and I am 
scrry to see: you. devote ` Space to such 
trivia. 

Stamford, Connecticut Robert bci: 
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"n amazes me that ^ Aitchisorian” Ha- 
roun Rashid of Hongkong [LETTERS, 


error of calling Aitchison College 
| “Aitcheson. School.” 

Yet, in the same breath, he expects 
the Singapore Government - to take 
kindly to. factual errors‘ that could 
umdermine the credibility of the gov- 















lieved. 
There are always two sides io a coin. 


| view, if any. Otherwise, don't publish 
ic original view in the first par | 
How would Haroun 





roti i for the REVIEW to publish? — 









Playwright's role - 








coverage of the renewed. 
cultural and intellectual 


' past two years. 

After both public and private attacks 
on the 1983-84 spiritual pollution cam- 
paign, Wu continued in the. relatively 

ree-wheeling days that followed to use 
his position and prestige to decry party 










championing the cause of the play WM. 
Has outspokenness in both party and 
government.forums led Bo Yibo to call 
fcr his ouster in early 1986 after .de- 
manding that Wu's “backers” be un- 








omember, Wu’ 
oppositio 
pelicy have. 
along the whole political spectrum. 



















letters and supposed 


about. Your-magazine, on the other | 
| May). ‘The relative difficulties of invest- 
| ing in the market by foreigners as de- 
| scribed by Bartholomew has now been 
| solved through the creation of The Po: 

| tugal Fund Limited, which is a US$40 
| million closed-end Jersey company 
| listed en the London Stock Exchang 

4 established to invest ¿n the securities 
| Portuguese companies. The fund hi 
| been placed by Hoare Govett, 
3ept.] does not take kindly to a simple | Merchant Bank, Unon Bank of 
| zerlandand Phillips & Drew with 


ernment of Singapore if widely be- 


if the- 
REVIEW did not publish his letter? Does 
he think that his letter*is interesting | 


, though the grand old E 


- Republi lic of 4 Ca 

















Af the REVIEW- publishes. one view, 1. tt 
would expect it to publish the opposing © 


Yep Poon Ann. { 


. duced a statement by Jinnah, the fou 
Louise do Rosario’s article An intellec- n 
‘tual exercise [3 Sept.] provided a timely | 
urge of the — 
igures in the - 
Chinese Communist Party. However, 1 - 
“feel that do Rosario somewhat under- | 
estimates the importance of the play- — 
wright Wu Zuguang's influence over the - 
. ship m this state of Pakistan. You may 


, mental principle that we are all citizen 
. and equal citizens of one state. Now, I 


bans on works of literature, in particular - 
Hindus, and Muslims would cease to be 


Fs a that is persona! faith of each 
. vidual.t 
covered. As one of the most prestigious — zens« 
» veteran writers in China anda new party m , belt 
| honesty and unstinting t | 

rational fiats of party © 
rrassed apparatchiks y 


‘between your publication. and that gov- i Market access "s 
| 1 wasisterested to read James Barthi 
| lomew's article Rebirth of the Iberi: 
| peninssla [27 Aug.] The Portugues 
stockmarket has certainly been: de 
| veloping at an astonishing pace (see my 


- Bank, will be acting as investmer 
| visers m the ang de | in conjunt 
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letter from Lisbon in vour issue dated 14 
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ial premium. | 
C. William Knig 


ilar foundation 


e COVER STORY on India 
n [20 Aug.] you have rep 















ing father of Pakistan, made on 15 

it 1987. Great thoughts: from a gr 
man. His words spoken at the first c 
stituert’ assembly of Pakistan are even 
more beautiful: 

"You are free: you are free to go to 
your temples, you are free to go to your 
mosques or to any other place of wo 



























belong to any religion or caste or creed 
— that has nothing to-do with the funda- 









think we should keep that in front of 1 us 
as our ideal, and you will find that in 
course of time Hindus would cease tot 














ut in n the oe sense as a 
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d ihtaercial Bank of Kuwait, , famous 


for its pioneering approac to 


' East banking. | 
We were the first Kuwaiti bank 
to establish a foreign exchange dealing 


< room; first to introduce automated 


- letters of credit; and first to link all 
branches on-line to a central computer. 


ad ot cee nal . are already 
enjoying the benefits of our services. 


[^ 


So could you. And at very competitive 
prices, too 

Bear us in mind next time you 
have a special need. Commercial Bank 
of Kuwait promises you an open mind 


and some very imaginative thinking. 


dece York 10022-6090. bere (212) 207 2420. Telex 421 744 CBK NY... 
2 Fore Street, London: EC2Y 5DA. "Telephone 01-638 2019 Telex 88] 46 
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government to in- 


to end up. Manila bureau chief James Clad and contributor John Peterman 
examine the charges, the divisions within the commission itself and its involve- 
ment in an unseemly struggle for control of broadcasting stations. 

Pages 22-26. Cover illustration by Michael Lui. 





Pages 12-14 
The winds of change have begun 


blowing over isolationist Burma which 
has been sunk in economic stagna- 
tion for a generation. A disastrous rice 
harvest has forced the removal of 
state control over trade in foodgrains. 
To curb black-market activities, the 
government demonetised large cur- 
rency notes, leading to student riots 
and closure of schools and univer- 


Page 21 

As Hongkong's democratic lobby 
steps up its call for direct elections to 
thelocal legislature, Britain hedges on 
its pledge for political reforms. 


Page 28 

Newly declassified documents show 
that the US Government had too has- 
tily accused the Soviet Union of using 
yellow rainchemicals in Cambodia. 





Page 

After more than two months of debate 

"d senators and journalists in a par- 
committee, the Thai press 

5H has again been stalled and may 

never become law. 


Page 48 

While South Korean President Chun 
takes a more conciliatory stance to- 
wards the opposition and democratic 
reform, the government cracks down 
on strikers and dissidents involved in 
violence (Page 38). 


Page 62 

Japan's imports of manufactured 
goods from Europe and Southeast 
Asia increase sharply, raising hopes 
that Tokyo may succeed in reducing 
its overall trade surplus even though 
the US-Japan deficit has widened. 


Page 63 

South Korean manufacturers report- 
ed improved first-half profits — but 
most of the increases came from 
foreign-exchange gains, not opera- 
tions. 


Pages 73-74 

Malaysian Airline System reveals am- 
bitious plans to extend its route net- 
work and replace much of its fleet. 


Page 75 

New Zealand companies step up their 
offshore investments in the belief that 
profits are more easily made overseas. 


Tensions between the Singapore and 
Kuala Lumpur stock exchanges have 
been revived by proposed new settle- 
ment rules and commission structure. 


Pages 86-90 

The wholesale destruction of Thai- 
land's forests is crippling the timber 
incustry, once the second-biggest 
forsign-exchange earner, and playing 
havoc with the environment. 


Page 100 

The loss of ¥28 billion on speculation 
in bond futures by chemical firm 
Tateho casts a shadow over Tokyo’s 
financial markets. 


Page 101 

Management at San Miguel Corp. has 
asked the Philippines Supreme Court 
to declare void the Presidential Com- 
mission on Good Government's seiz- 
ure of shares. 
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resident Corazon Aquino's first act on taking power 
was to appoint respected opposition politician Jovito 
to head a commission on 
vestigate the alleged looting of the country's wealth by pre- 
sident Marcos and his so-called cronies. After 18 months, 
the commission has some remarkable achievements to its 
credit, but it is also facing accusations that it is not above 
suspicion itself. Hasty deals have been struck, assets have 
been sold to relatives and friends of the new elite and there 
are embarrassing discrepancies in the various versions of 
what money has been recovered, where it is and where it is 
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Arroyo, seven 


Eight Philippine Government 
ministers submitted their re- 
signations to President Cora- 
zon Aquino on 9 September 
after Executive Secretary 
Joker Arroyo had accused 
three prominent businessmen 
and a leading military officer of 
promoting instability. Arroyo, 
who has been accused of hav- 
mg communist sympathies, 
was among those who re- 
signed. 

Speculation over his re- 
pment focuses on Health 

etary Alfredo Bengzon 
who also tendered his resigna- 
tion. While Arroyo is unlikely 
to be reappointed to a ministe- 
rial position, he is expected to 
retain his well paid position as 
an alternate director of the 
Asian Development Bank, 
sources said. — James Clad 


crue te mi 





Timoci Bavadra, the Fiji prime 
minister whose multiracial gov- 
ernment was ousted by the 14 
May military coup, has broken 
off talks on national reconcilia- 
tion with his predecessor Ratu 
Sir Kamisese Mara after a vic- 
ious attack on a staff member 
by the radical Fijian-race 
nationalist movement, the 
Taukei. Bavadra's press secret- 
ary, Richard Naidu — of In- 
:dian and European extraction 
— was chased into the lobby of 
Suva's Travelodge Hotel on 11 
September by Taukei youths 
and beaten with clubs, suffer- 
ing a broken arm and gashes on 
the head. Fijian soldiers and 
lice intervened to save 
aidu but made no arrests. 

— Hamish McDonald 


‘Malay reform group 

wins court battle 

The Malaysian High Court on 2 
September overturned a gov- 
ernment decision prohibiting 


| Aliran, the Penang-based so- 


cial reform movement, from 
publishing its monthly newslet- 
ter in Bahasa Malaysia, the na- 
tional M in addition to 
its current English edition. 
Their application to the Home 
Ministry last Noveinber for a li- 
cence to publish in Malay was 
refused in April. Quashing the 
ministry's decision, Justice 
Harun Hashim said that pub- 
lishing permits should be 
granted as a matter of course 
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because there are "enough 
laws to protect the public, the 
government and everybody 
else." The ministry is appealing 
to the Supreme Court against 
the decision. — Suhaini Aznam 


Hearty homecoming 

for Kim Dae Jung 
Enthusiastic crowds of more 
than 200,000 people greeted 
South Korean opposition 
leader Kim Dae Jung on his 
first visit to the southwestern 
city of Kwangju since 1971. 
Capital of his home province of 
Cholla, Kwangju was the scene 
of a bloody rebellion in May 
1980 which left 191 dead. Kim 





was sentenced to death for al- 
legedly instigating the insurrec- 


tion. The purpose of Kim's os- 
tensibly non-political visit was 
to pay respects to the people of 
Kwangju. But the hero's wel- 
come Kim received may 
strengthen his hand in negotia- 
tions with Kim Young Sam, the 
other leading opposition fig- 
ure, over which of the two 
Kims will stand as the opposi- 
tion's candidate for president. 
— Mark Clifford 


The United Democracy Party, 
a partner in the Thai opposi- 
tion alliance, has submitted an 
amnesty bill to the House of 
Representatives for the 40 sus- 
cts now standing trial on sed- 
ition charges in connection 
with the September 1985 abor- 
tive coup attempt. Five former 
senior military officers — in- 
cluding former prime minister 
Kriangsak Chomanand — plus 
two labour leaders who are also 
senators have been granted 
bail, though the 33 others, 
comprising mostly junior sol- 
diers, are still in detention. The 
extent of support for the bill re- 

mains unclear. 
— Paisal Sricharatchanya 





Continuing labour unrest ham- 
mered South Korea’s exports 
in August. The country’s trade 
surplus narrowed to US$94 
million, compared with an 
average of US$423 million for 
the first seven months of the 
year. It was the lowest monthly 
surplus since April 1986. Ex- 
ports in August were US$3.5 
billion, 18.5% higher than a 
ear ago. But imports surged 
32.7% to US$3.4 billion. Car 
exports actually fell 29% from 
a year ago. The car industry has 
been one of the most severely 
affected by the unrest. Daewoo 
Motor’s plant operated only 
two days during the month. 
There were 2,555 strikes in 
August alone, more than in all 
of the past 10 years. Over 90% 
of the 3,000-plus strikes that 
have occurred in 1987 have 
been settled. But supply 
bottlenecks make it likely that 
the economic impact of the dis- 
putes will continue to be felt for 
some months. — Mark Clifford 


Bond launches bid 
for US brewer 


Australian beer, mining and 
roperty tycoon Alan Bond 
aunched on 4 September a 
US$1.1 billion takeover bid for 
the fourth-largest US beer 
producer, Wisconsin-based G. 
Heileman Brewery Corp. But 
the Heileman share price im- 
mediately jumped US$4 above 
Bond's US$38-a-share offer, 
and Bond also has to convince 
the target’s board not to acti- 
vate a “poison pill” mechanism 
that dilutes existing shares. 
Bond acquisitions this year al- 
ready total about US$2.5 bil- 
lion, including an Australian 
TV network and most recently 
the large US miner St Joe Gold 
Corp. | —Hamish McDonald 


Pakistan harvest is 
reduced by drought 

The drought affecting South 
Asia is now hurting grain-pro- 
duction efforts in Pakistan, and 
poor crops may reduce rice ex- 
ports in 1987-88, according to a 
report by an officer of the 


CORRECTION 
In A model of poverty 


(Review, 10 Sept.), per-capita 
income referred to in the ac- 
compenying table represented 
rural per-capita income only. 





US Agriculture Department 
(USDA). The report forecast a 
decline in this year's rice pro- 
duction from the earlier esti- 
mated 3.5 million tonnes to 3.2 
million, with rice exports fall- 
ing from a forecast 1.3 million 
to 1.1 million, Wheat output is 
likely to total 12.5 million ton- 
nes, against a previously fore- 
cast 13 million tonnes, the 
USDA said. Commercial im- 
rts are unlikely, however, 
cause domestic stocks are 
considered sufficient. 


— A Correspondent 


Thailand opens stock 
board for foreigners 
Special trading in shares held 
by foreigners in Thai com- 
panies where the foreign- 
shareholding limit has been 
reached started on 9 Sep- 
tember on the Securities Ex- 
change of Thailand (SET). 
Trading of the more than 20 
listings will occur at the same 
time as the SET's regular ses- 
sion. But brokers will need to 
get special permission each 
time they wish to deal on the 
foreigners’ section. SET offi- 
cials hope the new section will 
alleviate some of the heavy 
foreign demand for shares, 
especially blue chips, and have 
not set any limit on the swings 
in share prices in the trading 
between foreianers Nor have 
any limits been set on possible 
less, the economy should still 
counters in regular and inter- 
foreigner trading. 

— Paul Handley 


Philippine industry 
rose in first half 
The Philippines’ Economic 
Planning Secretary Solita Mon- 
sod said in a report to the presi- 
dent that the country’s industr 
fared well during the first half, 
with output up 8.3%. But the 
performance of exports, ag- 
riculture and investment all fell 
below expectations. Neverthe- 
less, the economy should still 
grow 5.2-5.7% in 1987. 
Meanwhile, the IMF and 
Manila have apparently 
agreed on revised economic 
targets for this year. A central 
bank source is reported to have 
said that the foreign-reserves 
target was lowered to slightly 
more than US$2.46 billion, 
from an earlier US$3.4 billion. 
The current-account surplus 
target has been revised down 
to less than US$100 million, 
for the fourth quarter of this 


ear, against an original 
$$200 million. 
— A Correspondent 
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| BREAKING RANKS ~ 


. Younger South Korean liberals of the 
"bridge generation" — university 






are threatening to break with the 
opposition Reunification Democratic 


Party (RDP). Unless the RDP agrees | 


to restructure itself to give them a 
larger voice, they intend to run their 
own political candidates in national 
assembly elections next year. 
Although handicapped by lack of 
funds, the group is confident it can 
field some 20 candidates. About 100 
core members held a weekend retreat 
recently to plot strategy. They are 
especially upset that they are denied a 
share of party positions while older .. 
party members — "opposition by day 
and ruling party by night," grumbles 

j one younger activist — hang on to 
power. — 


| FRENCH WHISPERS - 
While attending a congress: ab? 
Francophone countries in Quebec,’ 






held an hour-long talk with 
Vietnamese Vice-President Nguyen | 
Huu Tho. The maintopicof — . 
conversation was Cambodia. Given 
| the close ties the head of the anti- 
. Vietnamese coalition, Prince 
. Norodom Sihanouk, has with France, 
Tho may have asked for a new 





French intermediary effort to- 

bring about a dialogue between 

| the Vietnam-backed Heng Samrin 
regime in Cambodia and 
Sihanouk. 


- The Soviet- backed Afghan authorities 
dismissed or demoted several ruling party 


and. government officials in a campaign. 
against alcoholism and corruption, the offi- 


cial Kabul Radio reported (8 Sept. ‘ 
BURMA 


Hundreds of university students protest- 
ing against a government currency demon- 
etisation rioted in the streets shouting anti- 
government slogans and setting fire to cars 
and buildings, witnesses said (6 Sept. ). The 
country’s schools and universities were 
closed down after the riots (7 Sept.). 


CHINA 


| coalition 






dissidents between 1965 and 1975 — | 


French President Francois Mitterrand 





. At the end of their official visit the three ES 
leaders of the anti-Vietnamese Cambodian | 1 
issued a statement reaffirming 
the group's unity and Prince Norodom | 
She s role as head of the coalition nr 


‘WARY PRESIDENT : 
. One of the casualties of the failed 
coup in Manila could be a planned 
| visit to the Philippines by US .. 


Wiese ae! 





resident Reagan. The president' S 
advisers have been studying the 


| proposal for an Australasian trip by 
Reagan — a sort of last hurrah — 


early next year which would include a 
stopover in Manila on the way back 
from Australia where he would 
attend bicentennial celebrations 

in late January. Philippine instability 


has now clou ed that prospect.. 


A NEW Last 


Pakistani 
opposition leader 
: Benazir Bhutto 


1| of her Pakistan 

| People's Party. 
(PPP) to avoid | 
“militancy which | 

| er 
i partit srese | 


EX 






ea to pee vino PADRE... 
of parliament's legitimacy, she. 


told a closed meeting of party 
members that limited democracy was 
preferable to none. Bhutto also 
lashed out at other opposition 
| parties, accusing some of beii 


n* 


mgl . 
and | 






league with the government, 


| advised PPP members tc prepare 


| thei 





































selves for general elections 


rival Alliance Party after death threis m 1 


attacks on his suporters, he said in’a letter to^ 
the Governor-General Ratu Sir. Penaia 
Ganilau (7 Sept. ) hs 


INDIA - 


‘A mob stoned three Macists to y death in 


southern India after the radicals shot dead a 
cashier during an attempted raid (3 Sept.). 


‘MALAYSIA 


The government.announced the a ppoint- 
ment of Gen. Hashim Mohammad Ali as the 
chief of defence forces, press reports. said (6 
Sept. ). 


PHILIPPINES - 

. "Police seized weapons and thousands of 
roands of ammunition from a building 
owned by a company believed to be control- 





| moderz 


has asked activists | 


- | observers doubt the : trip p will goa 


mharana nanki a mA R e AAi a a aa aa 





| instead of wasting time on agitatio 
politics. The new stance is seen as 
part of attempts to cultivate a 

te conservative image by 
Bhutto. 

















US digiómats i in Pakistan are ; 
concerned over wha: they see as the 
growing militancy of Iranians and- 
their followers.in Pakistan. Pro-Iran 
activists were recently spotted filmin 
visitors to the US cultural centre in. 
Islamabad, and a US diplomat's ca 
was rue off the road by an Iranian 
diplomat. The Pakis:an Governme 
| is reluctant to restrict the Iranians’ 
-activities until “something major - 
| happers." But US diplomats are: 
afraid they might become target: 
Iraniam-backed terrorism i Pakis 

































he Philippine Governme 
ly cancellec a visit by 
tCorazon Aquinoto > 
land, Malaysia end Brunei. S 
was to tave visited Bangkok from 
dead tember, followed by two 




















mel 





given the atmosphere of continuin 
: instat f My i in Manila. 





Sept. ) T jaunik of shipyard woke wi 
on a rampage for the second consecuti 
dox burning cars and attacking tourist hotels 
Ilsan (3 Sept. ). Secret police arrested an 
alleged North Korean agent who attempted 
to infiltrate South Korea's main Opposition 
party and its most powerful dissident coali 
tion, government media reported. Thou- 
| sands of riot police s:ormed two plan 
| beld by strikers asthe government launche 
a nationwide crackdown on labour violence 
(4 Sept.» Thousands of workers resumed 
sit-dowry strike ai the Hyundai. shipyard in 
Ulsan, demanding wage rises and the release: 
ef uniomleaders and workers arrested o 
the weekend (7 Sept.). | | 





led by opposition leader Juan F Ponce "Emme | am 


y Sept. ). 


[wo Thai air-traffic control 
connection with th 








By Paisal Sricharatchanya in Bangkok 
T"he Burmese Government has or- 
dered an indefinite closure of all 
schools and universities following stu- 
ent riots in Rangoon on 5 September. 
Triggered by the government's an- 
iouncement on the same day to demon- 
‘etise high-value currency notes, the dis- 
urbances — the first since 1974 — 
inderscore a broader, and perhaps 
more significant, public discontentment 
because of the country’s deteriorating 
economic situation.. 
Although the riots at Rangoon Uni- 
srsity and Rangoon Institute of Tech- 


e seen more as a display of frustra- 
1 than the product of any organised 
vernment movement, the cam- 
losures signify the government' s 

vith the current situation. Ran- 


small-scale disturbances occurred in 
ree major provincial towns of 
a Faunggyi and Moulmein, 
letails remain sketchy. | 





Correspondent in Rangoon 
wisdom in Burma has had it that 


until the death of the ruling party leader 
e Win. But the intensifying economic 


Tice harvest this year, have forced a re- 
-think in the top leadership of the Burma 
. Socialist Programme Party (BSPP). 
_. After two unprecedented joint meet- 
‘ings of the party central executive com- 
mittee and the state council, the au- 
thorities have lifted 25 years of state 
control over retail trading. The pace of 
! policy change since August is such that 
i the BSPP's sixth congress, scheduled 
for 1989, could be held next year. 
“At the first joint party-government 
meeting on 10 August, the 77-year-old 
€ Win talked of failures and shortcom- 
ngs in the "Burmese way to socialism" 
called for reports to help “pinpoint 
disease" — the first time he has 
Y dged th there may be flaws in the 
itself rather thani in its pmplemen 



















| lose. reports 
mitted senior offi 






1ology were not on a large scale and 


n-based diplomatic sources say simi- - 


Win's new way - 


ev amp of Burmese socialism i is in the e making 


or nearly two decades, conventional EA in which he again laid 
could be no substantial change . 


lifted restrictions on the trading of rice, 
oblems, compounded bya disastrous | 


In the Rangoon incidents, the stu- 
dents — scattered in small groups and 
totalling an estimated 1,000 — report- 
edly went on a brief rampage at dusk 
near the two campuses, damaging some 
passing vehicles and nearby shops, ap- 
parently angered at the inability to use 
the demonetised banknotes. The. pro- 
testers were dispersed some four hours 
later by security units. 

The security forces did not open fire 
at the rioters and made no arrests, ac- 
cording to diplomatic sources. The two 
universities — the most prestigious in 
the country — have a combined student 
body of about 20,000. It was unclear 
how many students were present at the 
campuses at the time, but thousands of 


them hailing from the provinces were 


sent home by the authorities in buses, 
trains and ferries on the same night : and 
the following day. 

The protests came as a surprise in a 
country where a generation of Burmese 
intellectuals as well as the general public 


heavy stress on the need for accurate 
and reliable information. 
On 1 September, the government 


maize, beans and pulses. The move al- 
lowed Burmese citizens to freely buy, 
sell, process, store and transport the 
staples for the first time since Ne s 
seized power in a bloodless cour 
1962. The decision came after a tt ird 
major. meeting, this time involving 
senior officials directly concerned with 
the rice trade. - 

While many Burmese tend to be 
sceptical about basic policy changes, 
Rangoon-based diplomats have been 
impressed by the new-found sense of 
urgency the Burmese leader is bringing 
to the country's more immediate prob- 
lems, which include domestic rice short- 
ages and a dramatic decline in crude-oil 
production. 


"Change was the word that figured l 
prominently in the Burmese strong- 


committee in October. These, 

















































have seemingly been moulded into sub- 
servience by an iron-fisted regime 
headed by Ne Win. 

But the latest disturbances were mild 
compared to the widespread riots which 
ripped Rangoon University in late 

4 after the death of the highly re- 
spected Burmese leader U Thant, a 
former UN secretary-general. On that 
occasion students, acting in defiance of 
the government, forcibly took the body 
of U Thant and placed it in à mausoleum 
they had built. Government troops then 
stormed the campus and inflicted heavy 
casualties among the protesters before 
removing the body. 

The recent school closures. ‘inter- 
rupted nationwide examinations and 
the students were reportedly told that 
their annual two-week holiday — which 
normally falls.in early October and 
marks the end of the Buddhist fasting 
period — was being brought forward. A 
definite date for the reopening of the 
schools has not yet been announced. 


man's 10 Adest address. "Change is 
constant and inevitable," he said. 
“Change must come at one time or 
another. And changes will have to be 
made to keep in harmony with the times." 

At another point, he told the offi- 
cials: "Nobody can deny that conditions 
are constantly changing. We cannot as- 
sert that the conditions of 1962 and 1974 
[when the current . constitution was 
promulgated] are identical with the con- 
ditions of today." 

With Burma likely to be granted the 
status of a least-developed country at 
this year's UN General Assembly ses- 
sion, thereby opening up the country to 
greater assistance from international 
agencies, Ne Win may feelitistime fora 
general spring cleaning. 


N: Win apparently wants a full and 
realistic appraisal of the past decade 
of his rule, a demand that is probably 
giving his ministers sleepless nights. 
And apart from economic changes, he is 
also considering modest political adjust- 


ments as well, one of the reasons why: he 
-is reported to have told BSPP leaders he 


wants the party congress brought for- 


ward. to August next. DONE or porem 


even earlier. 
'Some Burmese sources say party of- 
ficials are drawing up at least three con- 


- Stitutional revisions to be slaced before | 






a session of the party's 180-man central 










ipus shutdown 


Burma watchers see the latest protests 
as signalling a bolder attitude among the 
| otherwise docile campus community. 
Last month Ne Win made two unpre- 
cedented public statements, which in ef- 
fect called for social, political and eco- 
nomic reforms in light of the "past 
shortcomings" of the ruling Burma 
Socialist Programme Party. Com- 
mented one analyst: “Given the top 
leadership's public admission of fail- 
ures, the students probably felt safer 
now to air their grievances.” 


owever, most Rangoon residents 
were said to be initially sceptical of 
Ne Win's exhortations for government 
and party officials to improve upon past 
mistakes, suspecting that he might be 
merely paying lip service. But the gov- 
ernment’s unexpected an- 
nouncement on 2 September 
lifting long-standing state con- 
trols on the trading of rice and 
other staples partly confirmed 
à growing conviction in dip- 
lomatic circles that some real 
changes may be afoot. 
Diplomats and foreign busi- 
nessmen having regular deal- 
ings with the Burmese report- 
ed growing evidence of frustra-. | ` 
tion among intellectuals and 
pireaucra's over the country’s 


4 cüposals to change 
of the party to the 
Socialist Democracy |" 
: .to allow more than one |! 
candidate to contest party polls 
at all levels and to introduce a 
provision under which an extra 
copy of people's councils re- 
ports goes to Ne Win's office. 
The first sign of the chang- 
ing mood at the top began to 
filter out in early July following 
a meeting of the party's 17- 
member central executive 
committee. Thatand a series of 
sübsequent private meetings 
betweer Ne Win and groups of 
ministets centred on rice short- 
ages, which had already led to the loot- 









ing of two trains at Pyu and Pegu on the 


Rangoon-Mandalay line, and rumoured 
clashes between farmers and authorities 
in upper Burma and Shan states. 
Although Ne Win seems to have 
been aware of the reasons for the trou- 
ble, he may not have fully understood 
the gravity of the situation until a 21 July 


encounter with Aung Gyi, the respected. 


vice-chairman of the Revolutionary 


Council in the early 1960s. Sources | 





r with the conversation say Aun 


Gyi reminded the chairman of the 1967 | 
rice riots and warned of the possibility 





of spreading violence if nothing was 
done to resolve the situation before late 





pt | the spread of further unrest, 


is Wins paces aes 


| aie i | 
| b ea in confinement, far 


geoning black-market proces in recent 
raonths. 

Owing to the depressed world rice 
markets, Burma’s total merchandise ex- 
Bion plummeted from nearly Kyats 3.5 

illion (US$534 million) in 1981 to a low 

ats 2.2 billion last year. According 
n ‘ e IMF, the coumry’s foreign- 
exchange reserves — manus gold — 


showed an even more dramatic plunge, : 


falling from US$215.8 million to only 
US$33.1 million over the same period. 
Coming less than two years since the 
previous demonetisation in November 
1385, the latest invalidation of the Kyats 
75, 35 and 25 banknotes — the three 
highest denominations — was the last 
straw. Although the government on 7 
September announced full compensa- 











Most analysts blame the crisis in part 


on a generally poor harvest and the ef- 


forts of rural.o ls forcibly to buy up 


grain which farmers normally set aside 


for family consumption ard for the next 
planting season. But thev also point a 
finger at fuel shortages and an ill- 
advised decision last year to move 
the responsibility for internal dis- 
tribution of rice from the Trade Minis- 


dd s $ riculture and Farm Producers 
His orp. (AFPTC) into the inex- 
| perienced hands of thé ey of. 









par 


sparked by acute rice shortages and bur- 


concerted action arid led to the two A 


| lecture were not released, source 
| he hac harsh words for sev f 






pe e 
o quickly follbw u up with f '€ 
fon ace old notes held by the rest 
population aggravated public an: 
he previous demonetisation 
aimed: against black marketeers 
others with illegally acquired wealth. 
However, the government has given n 
reason for the latest currency changes 
Aside from the disruptive effects on tl 
economy, an invalidation - of old 
banknotes to indirectly arrest price in- 
flatioty in the immediate aftermath of 
the decontro! on foodgrain tradin 
seems to make some theoretical sense. 
But observers wonder whether Ne W 
fully comprehends the implicatioi 
demonetisation or is sufficiently 
versei in economic matters to follow 
with additional deregulation measur 
Since most shops remain closec 
Sundays, Rangoon was d 
scribed as generally quiet o 
6 September except for on 
apparently isolated incid 
of looting. As crowds gathe: 
around street corners the 
., lówing day, police: and 
units were much in evi 
some. trade using small 
nomination notes had 
sumed, but it is likel 
take the pn 


































































































































































price to make up for short 
As a consequence, at 
50,000 acres of riceland i 
Irrawaddy Division isl 
low after farmers refu 
 work- during the ‘Ma 
planting period. © ` 

Although rice was availa le 
at government shops between 
February and June,. mo 
stocks. now appear to ha’ 
dried up or-are of such poo 
z quality that people prefer to 

shop on the bla ck market. 
Wher .available, the offici 
price for a 28-lb- -per-perso 
monthly ration of grain is'Kyats 30, or- 
US$4.55 at thecurrent official exchange 
rate; compared with about Kyats 90 on 
the black market. . : 

In what may have been a response to 
Aung Gyi's urging, Ne Win ordered In 
terior Minister Min Gaung to prepare 
reporton the situation, the contents o: 
which apparently spurred him into mo 

























eer ge 


gust meetings and the decision to re 
move state controls on grain trading 
Altaough details of his 22 Au 








































toning the validity of progressively 
tavourable GNP figures. 

The rice distribution system is under- 
stood to have been returned to AFPTC 
control several weeks before the 1 Sep- 
tember decision. Likewise, there were 
seports that government agencies, par- 
Scularly in Mandalay, were tacitly al- 
iowing private trade in rice. 

If rice is a serious concern, fuel short- 
“ges are probably even more so. Provi- 
sonal Burmese statistics show that 
«rude-oil output declined to 27,679 bar- 
` pels per day in 1986-87, well short of the 
55,312 bpd target. But independent 
sources claim the figure is probably 
closer to 14,000 bpd and some say it may 
be as low as 8-9,000 bpd. 

Petrol rations for private motorists 
— at the fixed price of Kyats 3.50 a gal- 
ion — have been reduced, in some cases 
by up to two-thirds. The inflation rate 
has shot up in the past year from 7% to 
2675, the argen jump since the 1970s. 
The black-market cost of petrol in Ran- 
goon is Kyats 50 per gallon, while in 
other parts it goes up to Kyats 150. 

Many observers believe that with 
Surma’s current financial difficulties, 
only direct foreign involvement in on- 
shore exploration and development can 
turn the erii s crude-oil output 
around. Although discussions last year 

between the eem Ministry and 
foreign companies about the develop- 
ment of onshore resources produced no 


Reining in the majors 


"Le b = * 
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concrete result, Ne Win’s call for 
change could signal that he might be 
overcoming his almost paranoiac fear of 
Western economic exploitation. 


n the end, he may have little choice. 

Given Burma's vast oil reserves, 
foreign oil experts claim they could be 
producing a surplus within six months of 
starting operations. What Ne Win may 
be hoping for, however, is to form a 
mutually beneficial relationship with a 
developed nation which he feels com- 
fortable with and which would pose no 
perceived threat to Burma’s economic 
sovereignty. 

Whatever Ne Win has in mind, the 
evidence is growing that the changes he 
appears to be Oras reip may be 
wide-ranging. When Prime Minister 
Maung Maung Kha visited Malaysia 
three months ago, Burmese TV carried 
an unprecedented report on that coun- 
try, lauding the dynamic development 
that had taken place there over the past 
30 years. Some Burmese officials were 
so surprised at the programme — and 
the inherent message it seemed to con- 
tain — that they 
thought it had 
been. aired by 
mistake. 

There is specu- 
lation. in Ran- 
goon that the 
latest hiccup in 


the Burmese economy may see the even- 
tual downfall of several state council 
members, among them Maung Maung 
Kha, now in his third term as prime 
minister, Deputy Prime Minister and 
Finance and Planning Minister Tun Tin, 
Energy Minister Sein Tun and Mines 
Minister Than Tin. 

Others thought to be under a cloud 
are Cooperatives Minister Than Hlaing, 
Agriculture Minister Than Nyunt, 
Trade Minister Khin Mong Gyi and In- 
dustry No. 2 (heavy industry) Minister 
Mong Cho, who is reputed to manage 
Ne Win's private finances. 

Diplomats are also curious over the 
current standing of Sein Lwin, the joint 
general secretary and fourth-ranking 
politburo member. Sein Lwin, a 
hardline opponent of private enterprise 
in agriculture, promised earlier this year 
that there would be abundant rice 
stocks available through special govern- 
ment outlets. The party’s leading discip- 
linarian and a trusted Ne Win leuten- 
ant, Sein Lwin was absent from the 22 
August meeting, leading to talk that his 
fortunes may be on the wane. Oo 


Ne Win weary of restive officers 


(s Ecke pe ont trying to confirm reports that a com- ` 


manding officers’ (CO) conference, involving all offic- 
ers from battalion level up to the chief of staff, was held in 
Rangoon in early r as part of Ne Win's — 
c cpu Ano. amid conferences were suspended 
from the Chin tribe sacrificed M bs 
criticising senior officers for enjoy’ luxurious 
Mfestyles in while his men in suffered 
from a lack of fuel and other daily necessities 
Analysts say they have few ideas on what was to be 
achieved at the conference, but there have been sugges- 
tions that Ne Win may feel it necessary to affect changes in 
the linkage between the military and the party in line with 
his interest in socialist and mak- 
ing the BSPP less reliant on the uniformed branch for 
senior recruits. Currently seven of the 14 regional party 
committees are chaired by men military 
While the Burmese x Ms qu bake with 
troublesome factions and has had no cause to doubt the loy- 
alty of the 170,000-strong army, there have been of 
unrest in the ranks all the same. In February and March, 
more than 200 officers, most of them majors and captains, 
were arrested in the ; Northwest (Mandalay) and 
Southwest (Irrawady Delta) commands for being over- 
heard in mess halls openly criticising the government's 
Whee, Ne Win paid o private visit the US in April, he 
Ne ate to A 
ES enden AS these three regions along with 
bim, woduscsr cons od Sector aane te mad anh the 
cause of the disaffection and whether it signalled the growth 
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Burmese troops: unrest in the ranks. 
of a dissident movement within the officer corps. Accord- 


ing to some sources, investigations were su atly car- 
ried out in the six other and a large number 
of suspect officers were transf to other jobs. 

Another significant yn ey over month 
has been the raising of the Light Inf. Division 
(LID), the eighth such formation. Based in the state 
capital of Pa-an and recruited from among e forces 


across the country, the appearance of the new unit 
to foreshadow even ter government 
bel Karen National 





17 SEPTEMBER 1987 e FAR EASTERN ECONOMIC REVIEW 


Come to the top. 


Make "AAA" rated Credit Suisse 
your global banking partner. 
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Heving built around 3500 transport aircraft since 1945, British Aerospace has now developed its new ATP Advanced Turboprop airliner, 
the quietest andymost efficient in its class. 





In the light 
of experience 


Beneath the classic lines of the Advanced Turboprop 
ATP lies a "mean machine" —with the lowest seat mile cost 
in its class. 

Arevolutionary new technology engine and 
propeller combination, developed with our US associates, 
gives aneconomic cutting edge at lower noise levels than 
any other airliner. 

Behind ATP lies our vast experience from previous 
aerospace advances such as supersonic CONCORDE, V/STOL 
HARRIER, the RAPIER low level air defence system and the 
GIOTTO satellite which intercepted Halley's comet. 

British Aerospace today designs and builds more 
types of aircraft, defence and space systems than any other 
single company in the world 

And when it comes to finding better solutions to 
environmental and econom challenges through 
aerospace technology, British Aerospace experience will be 
at the forefront. 


BRITISH AEROSPACE 


_» li Were 
we belong 


British Aerospace pic, 11 Strand, London 


Photographed at Britis Aerospace, Woodford. Feb. '87. 
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Whats the point of 
Whats the point 


Even in the unrelenting world of business, some things can t be rushed. Great 
ideas, for example, still take time. 

And the only way to make time for something as important as thinking, is to 
spend less time doing other things. 

That's where an Apple" Personal Computer can help. Because the first step in 
managing your business is managing your workload. 

And that's one of the things an Apple does best. 





AppleTalk 
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Examples of 
LaserWriter output 









The expected explosion 
of computerized graphics 
in the office... 
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LaserWriter 











With Apples new LaserWriter'", you can print your document with near typeset quality. 


Far East Regional Head Office — Hong Kong: Apple Computer International Lid. 5-8442400 Far East Distributors — China: ACI Kaibin Lid. 1-890621 


HP oror. Flav Crmtiitor Inc. 792 DM S Malaueia. Fschhoao 2 4720022 Dhilinninoc. NDC! 9 01090242 Qinnannro. Dinawwitar 20€ 0944 Thin. 


using a computer? 


of saving time? 
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Time consuming financial analysis, acccunting or forecasting can all be done more quickly and more accurately with an 
Apple Macintosh™ and the appropriate software. 

And you can use the unique graphics capabilities of Macintosh to convert numbers inte easily read graphs. 

Perhaps saving time means sharing information with others in your office, via Apples inexpensive Applelalk™ network 


or with your office across the world via a modem and an ordinary telephone. 





No matter what you have to do, chances are an Apple can help you save time 
doing it. 

Which is why doing business with an Apple is such a great idea. One you 
probably would have thought of yourself. > 

If you d had the time. Apple Computer 


>M 
For more information, call or visit your authorized Apple dealer. The power to be your best. 





Ext 4 303- 4 Guam: Marianas Electronic: J 472 ? 6208 Hong Kong: Giman Office Machines 5-8930022 India: Raba Conte! (P) Ltd. 19650821 "ET . 
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usiness A la Carte. 





Although we like to set the highest standards, Our schedules are finely tuned to suit your 
we never like to ‘set the menu. Business class business needs. We offer more flights to more 
passengers enjoy a wide choice of cuisine places within the Gulf than any other airline. 
honoured by La Chaine des ROtisseurs, even Let us make your business a pleasure. 


special diet meals can be pre-ordered to suit 
personal requirements. 

New-look cabin interiors, luxury seats, in- 
flight entertainment and attentive cabin crew 
provide a relaxing atmosphere for executive 


$ x A i o 
travel. An exclusive Business Class washroom is LEM Os 
our latest innovation in our refurbishment co co 
campaign GULE AIR 


GOLDEN FALCON SERVICE 


For further information contact your travel agent or local Gulf Air office. 
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Yes, we want no elections 


Britain hedges on political reforms forthe territory 


By Emily Lau in Hongkong 

s Hongkong’s democracy lobby 
works frantically for a final boost to 
demands for direct elections to the 
— € Council (Legco, the law- 
making body) in 1988 before the gov- 
ernment consultation period draws to a 
close at the end of September, it is be- 
coming clear that the British Govern- 

ment has virtually abandoned the idea. 
A Hongkong Government official 
source told the REVIEW that the "ideal 
scenario" as far as it is concerned would 
be for the Survey Office, set up to 
ather public opinion on political re- 
orms, to come up with the finding that 
direct elections are generally accepted 
in principle, but that views are deeply 


divided over when they should be intro- 


duced. 


In the light of that, the government - 


need not make any drastic changes and 
could wait for the promulgation in 1990 
of the Basic Law, currently being 
drafted by Peking, which will serve as a 
mini-constitution for Hongkong when it 
reverts to Chinese sovereignty in 1997. 
Peking has insisted that political re- 
forms, including direct elections, should 
"converge with" the Basic Law. 

The source said the government has 
a "contingency plan" to deal with 
another possible but unlikely outcome 
— that a "clear majority" supporting di- 
rect elections next year may emerge. In 
that case, the British Government may 
have to take up the issue with Peking 
and risk “having a row." Even then, the 
source said, it was unlikely that London 
would insist on introducing direct elec- 
tions against Peking's wishes. The only 
hope, from the democrats' point of 
view, was that China might withdraw its 
objection. 

Hongkong Governor Sir David Wil- 
son will go to Peking later this month to 
discuss political reforms. A member of 
the Executive Council (Exco, the high- 
est p body) said Wilson 
would be going with a “mission.” Re- 
ports in the Chinese press said Wilson 
would discuss with the Chinese two gov- 
ernment-sponsored public opinion sur- 
veys which are part of the political 
review. | 

Since late 1985 when the Chinese ac- 
cused Britain of deviating from the 1984 
Sino-British joint declaration on the 
handover of Hongkong, London has 
avoided confrontation with Peking. The 
feeling in London was that the Hong- 
kong Government would introduce di- 
rect elections in 1988 only if China gave 
the green light. 

n 23 April, senior Exco member 
Sir Sze-yuen Chung delivered a bomb- 


shell by speaking out vehemently 
against direct elections ir 1988 and 
warning that Hongkong might not get 
the political system it wanted even if a 
majority demanded it. 

On 15 July. during a Legco debate on 
political reforms, Exco member and 
senior Legco member Lydia Dunn, who 
earlier in the year told journalists at an 
off-the-record meeting — not attended 
by the REVIEW — that she supported di- 
rect elections in 1988, made an about- 
face. In her speech, she demolished all 
the arguments against direct elections 
but said Hongkong should wait a few 
more years. Dunn is pe friend of 
the British Prime Minister Margaret 
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Thatcher and closely in tune with 
Whitehall thinking. 


V isiting Labour MP Bryan Gould, 
shadow trade and industry secretary, 
said at the start of September that Bri- 
tain’s real interest was in maintaining 
the best ible relations with China 
and with key business interests running 
Hongkong's economy, now and after 
1997, and since both camps were op- 
posed to direct elections next year, Bri- 
tain had to take an accommodating line. 
Gould said his impression of the Hong- 
kong Government's stand was that the 
present consultation had demonstrated 
general support for direct elections and 
that this would ensure that some ele- 
ments of direct elections would be in- 
cluded in the Basic Law. 

Even at this late stage in Hongkong's 
history, Gould said, if the British Gov- 
erament intended to provide for Hong- 


E 


kong a government firmly rosted in the 
territory, it should s:art early rather 


than late. "The system will need time to. 


row and get entrenched,” he said. "To 
introduce a small pe of direct 
elections in the 1 [would be] to- 
kenism. " 
China’s opposition to direct elec- 
tions in 1988 has remained firm and un- 
equivocal. In a recent speech, the local 


director of the official Xinhua news- 


agency, Xu Jiatun, called for a truce on 
the confrontations that have developed 
between pro- and anti-direct election 
groups, but gave no hint of concession. 

Communist organisations includin 
the Federation of Trade Unions, Bank 
of China Hongkong branch and the pro- 
Peking Chinese General Chamber of 
Commerce have instructed their em- 
ployees and families to oppose direct 
elections in 1988. Other non-communist 
organisations such as the Stock Ex- 
change of Hong Kong, have also 
adopted similar tactic. 

Some political grcups suspect that 
to deflate and "lisillusion the 
. democracy lobby, China and the 
Hongkong Government may be 
working together to ensure no 
clear majority in support of direct 
elections. A number of articles in 
the local press have depicted the 
democracy camp as split, saying 
some would accept the com- 


romise of post ning direct elec- 
Gens to 1991 or 1992. ome obser- 
vers believe that leaks from gov- 
ermment sources that London 
will not put u» a fight is an- 
other attempt to lower expecta- 
tions. 

In order to prepare the way for 
not introducing direct elections 
next year, some Hongkong offi- 
cials are saying that opinion polls 
carried out by local news rs 
showed that views were divided 
and therefore no changes should 

: be made next year. But the polls 
. have consistently shown 50-60% 
su for direct elections next year 
while 15-20% have opposed them. 

Some government officials privately 
maintain that such results demonstrate 
an overwhelming majority in favour of 
direct elections and give the govern- 
ment a mandate to act. Political com- 
mentaters point out that since the 
Thatcher governmert won the last three 
general elections by getting only about 
40% of the votes cast, they do not see 
how her government can convince 
Hongkeng that having 50% or more in 
support of direct elections still does not 
constitute a “clear majority.” 

A senior government official warned 
of a crisis looming no matter what find- 
ings the survey office comes up with. If 
the report reveals a substantial majority 
in favour of direct elections but Bri 
refuses to act because of Chinese disap- 
proval, the administration would lose 
some credibility. | oO 
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dered "normal" in Philippine society. 





An uneasy aftermath 


Foam days following the 28 August mili revolt have no 
parallel in earlier episodes of instability in President 
. Corazon Aquino's 18-month-old government. 

Rebel leaders remained defiant and at large and the mili- 
tary command fractured. Key civilian figures gave an impres- 
sion of keeping their distance from the government, while 
. most observers expected armed forces dissidents to act again 
. to try to humiliate the government. 

“ August 28 was one of the saddest events in our country,” 
_ the president said in an address on 2 September. [Cap 
- leader Col] Gringo Honasan and his men .. . 
. backs on their duties and thought only of their own om » 
She added: “We cannot allow people like Honasan to con- 
_ tinue with their wicked deeds." 

Meanwhile, even the 39-year-old army colonel's approxi- 


mate whereabouts remained in doubt. Although the govern- 
ment held about 760 rebels on a naval landing ship anchored 
in Manila Bay — pending “re-training and re-orientation” 
prior to being sent into action against communist insurgents 
— at least 2,000 more Honasan supporters remained at large. 
Some moved to northern and Central Luzon, where the 
Philippine flag at some camps flew upside down — a sign of 
support for the mutiny. 

5 September a local radio station broadcast a 15-mi- 
nute taped statement by Honasan, who said Aquino' S gov- 
ernment had betrayed his and others’ expectations by allow- 
ing corruption, nepotism and “politics” to compromise mili- 
tay ps icy and programmes 
he said little about specific alternative policies, 
he ied that he had no intention (contrary to Aquino's 
claims) of *harming the president or her family." To have 
done so, he continued, would have been “politically untena- 
ble.. . against a leader who is perceived to be popular, sin- 


Aquino’s commission on good government accused of malpractice 


Tainted watchdogs 


By James Ciad in Manila 
ees! One of the accusa- 





€ IWRNISR + tions levelled at the 
wae ^ ^ Philippine Govern- 
~ ment by the latest 

^ WM military mutineers in 

ga “manifesto” was 


that far from being 
wiped out, corruption 


sident Corazon Aquino’s government. 
Few would go that far, but milder criti- 
eism about continued corruption has 
been levelled by both businessmen and 
the Roman Catholic Church hierarchy. 
A certain level of corruption is consi- 


But both military and civilian critics say 
privately that they have two specific 

targets in mind. First, they think 
Aquino’s immediate and extended 
family has moved with indecent speed 
to feather its nest (REVIEW, 26 Mar.). 
Secondly, many believe the very agency 
set up to clean up the Marcos corruption 


— the Presidential Commission on | opponent, 





former senator and lon 


became the 





tepien of the Aguino government. It 
what faroh in Nicaragua or 
Iran also tried to do — racing to freeze 
assets and bring corruptly acquired loot 
back home. 

The PCGG has achieved some im- 
pressive wins. Salonga told the REVIEW 
that, apart from passing over P2 billion 
to the office of the president during his 
chairmanship, "there is more money 
coming" back. The commission has won 
back Marcos-owned real estate in the 
US, winning precedent — setting judg- 
ments from US state courts. Salonga 
said other New York properties will 
soon yield more cash, which he hoped 
would be *beyond US$100 million net." 
The PCGG has garnered 200 land titles 
in Manila, seized “billions of pesos 
worth of shares,” won freeze orders on 
Marcos’ Swiss bank accounts holding 
perhaps US$2 billion and lodged law- 
suits in Manila claiming staggering 
amounts from other alleged cronies. 

Despite these undoubted ac- 


time Marcos 
CGG's first 


Good Government (PCGG) — has it- 
self misused or even misappropriated 
seized assets. 

Such allegations reinforce the impres- 
sion of a society with weak institutions 


 &nd little tradition of public service 
 &mong the elite. In fact, the "new" 


democratic system looks very much like 
its pre-martial law predecessors, with 

litical power being used for advanc- 
mg the economic interests of people 
dose to the top. 

The PCGG began in a blaze of pub- 
licity (REVIEW, 22 May '86). Aquino's 
first executive order creating it came 

t 18 hours after president Ferdinand 
rina fled the country on 27 February 
1986. Jovito Salonga, a 67-year-old 


chairman, resigning only in April to run 
for the newly reconstituted senate — 
winning his seat by the widest margin of 
any candidate. 

Salonga lent his generally accepted 
“Mr Clean” reputation to the commis- 
sion’s wide, three-part brief: first, to 
hunt down, seize and sequester the “ill- 
gotten” assets of Marcos and his busi- 
ness associates. Secondly, to return 
those assets to “the people.” Thirdly, to 
prevent a recurrence of the corrupt 
business favouritism endemic under 
Marcos, benefiting such prominent 
“cronies” as Roberto Benedicto, An- 
tonio Floirendo, Jose Campos and 
Eduardo Cojuangco. 

The PCGG became, in short, a cen- 


` 31 


complishments, however, evidence has 
emerged during the. past 18 months 
suggesting that the commission has 
been working to other agendas in addi- 
tion to its crony-hunting role. Against 
the commission's solid achievements 
some hard and well-documented 
charges suggest that it may also have 
been dallying with the kind of business 
practices it has sworn to stamp out. 
More specifically, grave doubts have 
arisen about the commission's compe- 
tence, motivations, internal cohesive- 
ness and accounting practices. The 
PCGG has acquiesced in the transfer of 
broadcasting facilities to prominent 
families who p ay nothing for the hire of 
equipment paid for by public monies. 
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cere and committed, no matter how misguided and incapable 
she might be." 

Honasan also claimed that his troops had *held back our 

" to avoid assaulting men on orders from 

Armed Forces of the Philippines (AFP) chief of staff Gen. 
Fidel Ramos, whose resolve, he added, had helped deter- 
mine the outcome of the u 

But there were other factors that determined that day's 
result. These included emphatic action by the US Embassy 
here, once it had recovered its poise, to stress that Aquino's 
overthrow would not be viewed with favour. Although Hon- 
asan's cause won much sentiment at the Philippine air force's 
Villamor base, helicopter qud ness tly showed 
reluctance to accept orders to e the presi- 
dential palace — an action which, had it occurred before mid- 
day on the 28th, might easily have pushed the result in the 
other direction. 

Meanwhile, communist New People's Army (NPA) 

have shown less reluctance to take action. D 

week after the revolt, which had effectively 

much of the AFP command structure, the NPA struck at 


Also, the commission has taken over 


urban and rural targets. It shot its way into anti-communist 
radio stations broadcasting m Mindanao. And in Quezon 
proviace, the communists carried out an ambush on 4 Sep- 
tember, killing 21 soldiers just 60 km from Manila. 

Perhaps the most telling indication of the feeling of insta- 
bility was the silence ke for position apparent 
among many prominent ye incip Suis rs some ob- 
servers saw Vice-President Salvador Laure!'s tour of 
installations beginning on 5 September as motivated, in part, 
by a wish to remain on terms with 

The Roman Ca Church hierarchy also remained 
egnade silent in the continuing tension. And most 

congressional figures also to keep their heads 

Pos while speaking among themselves about a need to 
change the government's composition. 

Tiro wis ane ajo ene to an ta Sarea 
however. On 3 the self-exiled 


Moro National Liberation ed IEEE 
the mutineers ven gene OM Aquas governati vM 
forget in a hurry, if and wh 


en it recovers its 
— James Clad 


Numerous business and internal 


the management of companies — and 
then farmed out their high-turnover rev- 
enues. It has sparked labour troubles, 
thrown people out of their jobs and 
made many political enemies. 
Commission “task forces" have gone 
into some sequestered companies, ne- 
glecting or even, in some cases, pilfering 
the assets they are supposed to protect. 
According to commission sources, at 
least one cattle shipment belonging to 
Marcos cronies was sold — for private 
rofit — on an outer Philippine island. 
e PCGG has moved blatantly into the 
broadcasting industry, sparking a see- 
saw battle between business interests 
and  Malacanang, the presidential 
palace, over political control. 


M generally, the PCGG has 
shown a tendency to make deals 
first, only later bothering to document 
cases against offenders. 

Even in cases where the rationale for 
directly sequestering a company 
seemed obvious — as when a majority 
shareholding belonged to an 
undoubted Marcos associate 
— “negotiation” has often 
come easier than “sequestra- 
tion.” Not surprisingly, this 
habit has fanned talk of in- 
side deals. Such talk hangs 
heavy over the Philippine 
Long Distance Telephone 
Co. (PLDT) and the 
United Coconut Planters 
Bank (UCPB) — both of 
which have a Cojuangco 
connection. Eduardo is in- 
volved in UCPB and his 
brother, Ramon, in PLDT. 

Suspicion also has been 
aroused by a secretive ap- 
proach to negotiations over 
the disposition of other 
major crony assets. Salonga 
on trips abroad has had pri- 
vate talks with former Mar- 
cos associates. The criteria 





the commission applies to deciding 
which assets of Campos ør Floirendo 
should be treated as “crony-tainted™ re- 
main unknown. Cam aad the bad 
luck to leave behind a list showing 
where his dummy operations for Mar- 
cos stopped — and started. 

The commission's close-to-the-chest 
handling of talks with Cojuangco, 


ing, also sparks comment. Because 
mest insiders believe this key Marcos 


man, also a first cousin of Aquino — | 


whose maiden name was Cojuangco — 
may yet find a way to return home in- 
tact, the PCGG finds few takers bold 
enough to make a move to buy such as- 
sets as his fleet of modern executive 
jets. 





Demonstration after the PCGG's San Miquel takeover. 


PCGG sources speak freely of money- 
making on the side by close relations of 
Salonga and other commissioners, 
though some o: these allegations are dif- 
ficult to substantiate. But the REVIEW 
has seem written evidence showing at 
least ome clear case’ of an under-the- 
counter payment to a law firm negotiat- 
ing out-of-court settlements for the 
commission. 

Ever the most reckless of Salonga's 
political enemies hesitated to accuse 
Salonga himself of any lapse from strict 
persoma! probity though two commis- 
sion sources said privately that he 


| seemed to have "one or two blind 
whose holdings are vast by any reckon- | 


spots about his famiiy." Power strug- 
gles and intrigues have led to major in- 
ternal rows. In-house charges of corrup- 
tion cortinue to smoulder, with several 
past anc present commissioners accused 
of political influence-peddling. Over- 
seas PCGG personnel are accused of 
corruption. Many of its staff have left, 
especially the "first wave" of profes- 
sionally trained volunteers such as law- 
yers Rafael Evangelista, 
Nancy Yao and Mildred 
Pfleider, and businessman 
Salvador Lacson. The 
PCGG's future has become 
increasingly uncertain as it 
heads towards a constitu- 
tionally mandated demise in 
August next year. 

All in all, there appear to 
be three levels of criticism 
about the PCGG. First there 
is the commission's perform- 
ance of its primary task, and 
the related question of how 
far it has strayed from its 
original brief. Secondly, 
doubts arse about the in- 

lay of political patronage 
and business interests in view 
of the fact that Salonga's 
Liberal na (LP) col- 
leagues have had an almost 


excusive hold, especially 
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during the eommission's first 12 months. 


Issues at the third level may have the 
gravest and most immediate implica- 
tions. Simply put, they boil down to one 
question: where, exactly, are the esti- 
mated P2 billion (US$115 million) 
which the PCGG claimsit has recovered 
after 18 months on the job? 

REVIEW inquiries have elicited a tor- 
rent of contradictory information about 
the amount of assets surrendered or 
seized; about the valuation methods 
ased to determine their worth; about ul- 
timate disposition of liquid assets and 
where they have been "parked" for the 
past months, and finally, about the use 
to which they have been or will be 
put. 

Critics suggest, perhaps unfairly, 
that the evidence from the PCGG’s first 
I8 months shows nothing more than 
that a "crony" is simply someone un- 
iucky enough to have had immovable 
assets of a large enough size plus too 
many political enemies in the new gov- 
emment. Salonga resents this kind of 
talk. "Under the law, the moment it is 
shown that a former government official 


Where the funds are 
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has wealth way beyond his usual salary 
or income, the burden of proof is shifted 
to him [to show he is not corruptly re- 
ceiving wealth]," he told the REVIEW. 


Salonga also has little patience for 
people unduly troubled by the dis- 
atch with which the PCGG acted in its 
irst weeks. The proof of the commis- 
sion's effectiveness, he insists, lies in the 
sums of money brought home and now 
committed publicly to the govern- 
ment's Comprehensive Agrarian Re- 
form Programme. Some press reports 
have the commission promising P2.7 
billion. 


major MIR in assessing the truth 

of multiplying charges against the 
PCGG is the mouths from which they 
come. The people targeted by the 
PCGG are usually rich in everything ex- 
cept credibility. And they can play 
legal games as well, if not better, 
than the commission — which just 
before a 2 August deadline filed 35 
lawsuits against 279 defendants. 
The often hastily drafted suits 
claimed a colossal P2 trillion in 


The figures for recovered crony loot do not add up 
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Pp» xm simple question 
ty elas) hangs over the PCGG 
AMA after 18 months in op- 
| eration: how much 

Wn money has gone into 
the national treasury, 
the ultimate intend- 
X- ed beneficiary of the 
commission's crusade to prise loose 
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from cronies of former president 
Ferdinand Marcos their “ill-gotten 
wealth.” 

“During my chairmanship of the 


PCGG almost 22 billion Ls 97.8 mil- 
lon] had already been delivered to the 
Office of the President by the PCGG," 
former commission chairman Salonga 
said emphatically on 4 August in a writ- 
ten answer to REVIEW questions. 
"These are not funds derived from 
sequestered assets." The current PCGG 
ciairman, Ramon Diaz, also claimed 
later in August that P981 million in cash 
from one transaction alone — a settle- 
ment with Jose Campos, a Marcos 
front-man — had gone to the "Office of 
the President" last year. 

In a June interview, PCGG Director 
for Intelligence and Research Col 
Feliciano Cruz, said assets are turned 
over to the government, or rather depo- 
sited in an account kept in trust by the 
PCGG. "For instance, we have ac- 
counted for P. 1.97 billion worth of cash 
tarned over to the government. 
Another PCGG commissioner agreed 
about this sum but added that he was 
"personally unsure about what portions 
were stock and what were in cash." 


Where exactly is the cash or 
script? And who has control of the 
accounts? On 1 September PCGG 
member Quintin Doromal said the 
commission keeps all its current 


accounts at the Philippine Na- ie 


tional Bank. A "commission en 
banc decision is needed before any 
withdrawal is done for other than 
payroll and other operational ex- 
penses," he said. 

Doromal also gave the REVIEW 
the following asset report from the com- 
mission's inception to 31 August. 
“Funds remitted to the national treas- 
ury" were noted at P592 million. This 
does not include "funds [from govern- 
ment-owned casinos] in Traders Royal 
Bank, where drawdowns are regularly 
made to National Treasury," notec at 
P.1.138 billion. 

The trouble is, the P592 mil- 
lion Doromal says were remitted to 
the treasury do not square with figures 
obtained from the treasury — where 
sources said total receipts from the 
PCGG during fiscal 1986 (the same 


as the calendar year) reached 
P532,462,857. For the current year, re- 
ceipts from the PCGG totalled 
P 115,039,829 by 31 July. 


The sum from both years looks 
better than Doromal's data except 
for one problem. Treasury sources said 
the amounts noted were gross only, 
not net transfers. All PCGG "commis- 
sions, lawyers’ fees and other costs" 
are deducted from this sum. The net 
sum, certain to be lower, is only avail- 





Enrile: mainly-for-show defendant. 





mainly-for-show, "punitive damages." 
One of the defendants is Juan Ponce 
Enrile, the former defence minister and 
now leader of the Senate opposition. 
The PCGG alleges he improperly 
gained a stake in a telecommunications 
company (REVIEW, 6 Aug. ). 

Has the PCGG set in motion a habit 
for the formalised dispossession of poli- 
tical *outs" at every turn of the political 
wheel? At the beginning of martial law 
in 1972, Marcos sent temporary ad- 
ministrators to run companies owned by 
family enemies such as the Lopezes and 
the Jacintos. But the PCGG's sweeping 
actions dwarf this earlier experiment. 

The commission's defenders counter 
that the scale of Marcos-era looting 
prompted the large-scale response. But 
less easily fielded are questions as to 
why other, existing government agen- 
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able at the end of the current year. 

Last month (REVIEW, 27 Aug.) the 
REVIEW obtained the Philippine Gov- 
ernment's budget revenue projections 
for the current fiscal year. Total antici- 
pated revenue from PCGG during 1987 
is P1 billion; to meet the target the 
PCGG will have to provide nearly 
another P900 million. 

Meanwhile, far more than the com- 
paratively small treasury receipts, 
sources hinted that attention should 
focus on funds sent to President Cora- 
zon Aquino's office. 

One commission source suggested 
that Malacanang could even be operat- 
ing a “Slush fund" independent of the 
national budget and reminiscent of the 
Marcos days. On 8 September, how- 
ever, Presidential Executive Secretary 
Joker Arroyo, strongly rejected this 
suggestion. “While the PCGG did remit 
money to the Office of the President 
during the first several months of its op- 
eration, that money was turned over to 
the national treasury," he told the 
REVIEW. — James Clad 





cies, such as the Tanodbayan, an om- 
budsman-like prosecutor's office, was 
not asked to do the job. Instead, the cri- 
tics say a secretive, heavily LP-influ- 
enced agency emerged, conducting its 
negotiations away from the public 
eye, 


Ar from the angry dispossessed, 
the PCGG must also contend with 
what one staffer calls “other leopards in 
the jungle.” By this he means other 
coalitions of business patronage in 
Manila. He describes the PCGG being 
“outflanked” by the swift, quiet sale last 
year of crony-linked Security Bank toa 
syndicate of businessmen close to the 

ojuangco family and to Paul Aquino, 
the president's brother-in-law. 

The terms were described as “gener- 
ous to a fault” — P 15 million down and 
the rest of an undisclosed purchase price 
in instalments — a move which angered 
Prudential Bank and other hopeful bid- 
ders. In short, the PCGG by no means 
always gets its way: the power struggles 
over control of broadcasting illustrate 
this nicely. 


‘ve got a little list 


Marcos’ careful records of crony links remain secret 


T US Embassy had already been 
talking to longtime oppositionist 
Jovito Salonga in the weeks preceding 
former president Ferdinand Marcos 
ouster. It knew that planning among 
emigre Filipino politicians for a panel to 
investigate “ill-gotten” assets had al- 
ready gone far e h to enable a quick 
start-up for the PCGG, which was set 
up a day after Marcos fled Manila. 

ing the ousted leader's exit, em- 
bassy even sorted Marcos' belong- 
ings into two piles on the floor of an air- 
craft hanger at Clark Air Field, the US 
base in Luzon. Staffers put what might 
be personal items into the first pile and 
boxes of wealth in cash or kind went into 
the second e ea ar - which 
seemed more “legitimately the 
of the Filipino people,” as a US ol official 
explained it, were also separated out. 

Although Washington ultimately de- 
cided to let Marcos take whatever he 
wanted on the US aircraft, the Ameri- 
cans moved quickly to help Salonga, 
banking on promises of promptly 
litigation against Marcos “cronies” in 
hilippines and abroad. 

Despite the loss of crucial 
documents to Hawaii, where Marcos 
lives in exile, Salonga’s commission 
moved quickly to snatch papers left be- 
hind in the rush. But some sensitive 
documents also left Malacanang, the 
presidential palace, for temporary stor- 
age in suburban homes. In one case, 17 
boxes went to a doctor’s home in the 
affluent Makati district. A few hours 
later they were on the road again, head- 
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There is a major danger attached to 
the criticism of the PCGG. If a percep- 
tion spreads of the PCGG as merely a 
crooked machine diverting funds for po- 
litical patronage — and there is no evi- 
dence to suggest this to be the case — it 
would greatly harm foreign govern- 
ments’ willingness to help the commis- 
sion track down Marcos-era assets and 
to prise them loose. 

Already the Swiss courts are insisting 
that Manila secure a criminal conviction 
against Marcos before moves can be 
made to transfer title to frozen bank ac- 
counts containing perhaps US$2 billion. 
The Swiss banking commission froze 
the accounts in March 1986 — and has 
ever since been taking heat from that 
country’s conservative financial com- 
munity. If regained Marcos money 
seem destined for shady use, the effect 
on public opinion there 
and elsewhere, can well be 
imagined. 

e PCGG has already 
trod on other sensitive 
foreign toes. Last year its 
initially crusading staff 


ing for vaults beneath the 
central bank. And there 
they remain. 
“before the PCGG 
closed off access, how- 
ever, a hastily formed 
team examined the con- 
tents of the boxes. Central 
bank governor Jose Fer- 


Jaime Ongpin, joined im the treasure 
hunt. Although the material remains 
dosely guarded, the REVIEW has seen 
partial inventories of the boxes. The in- 
ventories show the acute political sen- 
sitivity of PCGG documentation. 

The PCGG inventories show how 


meticulous book-keeping nepon 

up the Marcos’ power netwo “There 
are 1985 messages from imelda Marcos 
to Citibank, instructing 3 remittance of 
US$2 million to her close friend Gliceria 
Tantoco, owner of department stores 
and, at the time, Tourist Duty Free 
Shops Inc. Another 1985 message to Er- 
nest Scheller, a Swiss financial adviser 
to Marcos, shows Imeida asking that 
US$3 million be deposited in Barclays 
Bank, London, to the account of a firm 
called Zhahab Mining Ltd. 

The commission's imventories cover 
more than just business matters. They 
include, for example, lists of those 
among Manila’s broaccast and 


media receiving money - 
the palace. They also record bundles 
letters from officials seeking higher ap- 


Gimenez, Gil 


leaked documents showing foreign 
banks sending gold »ullion out of the 
country during the crisis-plagued years 
after the August 1983 assassination of 
Benigno Aquino, the current presi- 
dent’s husband. 

One September 1983 air waybill 
shows Morgan Guaranty Trust flying 
247 bars (3,020 kg) of gold out to Lon- 
don — a deal Morgan Guaranty insists 
was both normal and at the request of 


the central bank. Others show KLM, 


Philippine Airlines, Air France and 
Sabena flying out gold. In addition, 
leaked PCGG memos have angered 
Merry! Lynch and other investment 
houses: the papers show confidential in- 
vestment accounts maintained by Mar- 
cos-linked figures such as Ignacio 
rto Teodoro and Car- 
men Manotoc. o 





nt amd from spies pur- 
messages sent by the then oppo- 
sition to its allies in Manila. 

Other inventory items include confi- 
dential letters from former 
Diosdado . These even carry 
caustic annotations written by Marcos. 
Cablegrams from Swiss investment 
houses in Geneva are noted, some of 
them to Imelda’s brother Benjamin 
Romualdez discussing cur- 
rency risks of his huge portfolio. 

There are a ents giving agency 
rights to sell sugar to the 
——— Paris et des Pays-Bas Suisse 
(P ). The inventory also notes list- 
ings dsting from the 1970s of palace de- 
posits in Swiss banks such as Credit 
Suisse. Paribas amd Swiss Banking 


Corp. 
inventory shows still more 
lists. om Malacanang letterhead, of the 
former president's Swiss financial advis- 
ers. In addition to Scheller, the names 
noted are Walter Fessler of Kusnacht 
and William Wirth of Zurich. 

— James Clad 


































Scramble for power 





Infighting pervades Aquino's good government body 


he PCGG has deep fissures within. 

Factional fighting over “turf” and 
political opportunism characterise in- 
sider complaints. 

Commission _employees showed 
the REVIEW internal memoranda 
revealing ferocious contests for 
influence. Other papers revealed 
that former commission | chairman 
Jovito Salonga had been using un- 
orthodox go-betweens in negotiations, 
such as longtime anti-Marcos militant 
Steve Psinakis, now facing charges in 
the US for allegedly transporting explo- 
sives contrary to US federal law. 

Internal papers also indicate that the 
departure in July of commissioner Mary 
Bautista culminated deepening anti- 
pathy against her influence within the 
commission. Meanwhile, the PCGG's 
US operations have become an espe- 
cially bitter battleground. 

The uproar began when, in Sep- 
tember 1986, Rafael Fernando replaced 
Bonifacio Gillego as the commission's 


‘US-based executive director. Fernando 


had been Salonga’s Liberal Party 
chairman for the US West Coast during 
the Marcos era, when many Filipino po- 





Battle for broadcasting 


Radio and TV takeovers fuel factional rivalries 


By John Peterman in Manila 
— M: menewems| For many years Ro- 
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WES EES) berto Benedicto and 
NEA COCO other “cronies” of 
$ former president Fer- 
CE" em dinand Marcos con- 
sadi RPA trolled radio and TV 
broadcasting in the 
mu Philippines. That con- 
tol ended abruptly in February 1986 
when Marcos fled the country — a day 
after rebel soldiers cut him off mid-sen- 
tence during a nationwide TV broad- 
cast. 

With Marcos gone, many thought 
the government's grip on broadcasting 
had ended. But within two months; the 
Fresidential Commission on Good Gov- 
ernment (PCGG), an agency charged 
with uncovering and safeguarding “ill- 
gotten wealth,” had taken over four of 
the five TV networks in Manila and 27 
major radio stations. In the process, 
broadcasting has become the battle- 

nd as rival wings of the government 
fight for political influence. 

The PCGG claimed Benedicto 
owned three of the five TV networks, 
directly or indirectly. It said the broad- 
casting companies were being bled dry 
under his control, though sources famil- 
iar with the post-Marcos financial con- 


$ 








dition of the networks say that the 
PCGG fabricated the charges of finan- 
cial mismanagement. 

Both opposition figures and Aquino 
insiders doubt the commission’s stated 
motives of “protecting crony assets” 
and balked at the spectre of replacing 
media compliance to Marcos and 
Benedicto with a type of “PCGG over- 
lordship." To many, that meant the in- 
fluence of then PCGG chairman Jovito 
Salonga's Liberal Party. 

Presidential assistant Teodoro 
"Teddy Boy’ Locsin, still a close aide to 
the president, worked hard to stop the 
PCGG grab. In April 1986, he con- 
vinced Aquino to issue an executive 
order limiting the PCGG's reach over 
the industry. The decree gave the day- 
to-day management of major networks 
and radio stations to a board comprising 
members from the “private sector.” In 
theory, the board would keep politics 
out of broadcasting until the courts de- 
termined the rightful ownership of the 
crony broadcasting networks. 

Locsin’s move raised the stakes in 
the media power struggle. Salonga, now 
Senate president, and close Liberal 
Party friends had almost complete sway 
over the PCGG. Locsin and others in 


litical activists sought refuge from Mar- 
cos in the US. Surprisingly, he also has 
worked as a California agent for top 
Marcos crony (and President Aquino’s 
first cousin). Eduardo ‘Danding’ 
Cojuangco. 

Fernando soon made enemies in the 
commission. Internal memos attacking 
him appeared when he unsuccessfull 
lobbied in April to become a full PCGG 
commissioner, His critics then claimed 
Fernando had spent more than he reco- 
vered for the commission in the US. 
Memos also described how Fernando’s 
deputy, Federico Macaranas, had to 
resign in 1986 after an internal commis- 


sion audit uncovered “financial 
anomalies in connection with the pur- 
chase of a computer.” 


Described as “desperate to produce 
results” for Salonga, the internal 
memos also charge that Fernando pro- 
duced a hasty settlement with Marcos 
crony Antonio Floirendo “for the 
measly sum of US$12 million only . . . a 
paltry sum considering that Floirendo is 
one of Marcos’ biggest cronies, with es- 
timates of [his] wealth [at] US$1.5-2 bil- 
lion.” 





the government’s own political coali- 
tion, the Lakas ng Bayan, needed to 
head off the Salonga group's influence 
in the media — especially as con- 


gressional elections approached in 
May. 

Durin election campaigning, 
PCGG Commissioner Ouintin Doro- 


mal repeatedly sent PCGG "fiscal 
agents," self-described PCGG “volun- 
teers" helping audit or manage seques- 
tered crony companies, to take over 
provincial radio stations already over- 
seen by the private-sector board. In the 
many ensuing showdowns, Doromal's 
agents were ousted after confrontations 
between Doromal and Nenes Olivares, 
chairman of the Locsin-inspired man- 
agement board. 


he PCGG nevertheless continued 
to push into broadcasting. Aquino's 
April 1986 decree had covered only 27 
radio stations, which left the PCGG 
with a number of other crony-tainted 
stations still in its net. Locsin had to 
stand aside and watch the PCGG sweep 
out the old management and install Lib- 
eral Party loyals in these stations. 
Sources said former PCGG commis- 
sioner, now congressman, Raul Daza, 
and Judy Roxas, widow of Gerardo 
Roxas, long-time president of the Lib- 
eral Party, worked hand-in-hand to in- 
stall their managers in key radio stations 
throughout the central islands of the 
Philippines. 
Even within 


the radio stations 





17 CEBTEMARER 1087 a EAR EACTERNI EOC Otc 








"PCGG documents show, that in 
just one sugar deal in 1985, Floirendo 
already made US$200 million," a 4 
April 1987 memo continues. *Fernando 
and Salonga settled for peanuts, for 
loose change, simply for political im- 
pact," it concludes. 

Personality clashes seem to pervade 
the commission's US operations. Fer- 
nando has differences with PCGG law- 
yer Severina Rivera-Drew, based in 
Washington, and with other Filipino 
lawyers working in the US. These 
include Primitivo de Leon Jose 
Lauchengco, who has brought his own 
suit against Marcos in the US. 


T» PCGG's US office apparently 
has spent, rather than remitted, 
US$900,000 of real estate proceeds 
raised by auction last year, internal 
documents claim. During January- 
March of this year, the PCGG in Manila 
sent that office US$100,000 each 
month, possibly violating government 
audit procedures in the process, the 
papers say. 

Last year, former Commission on 
Audit chairman and now senator, 
Teofisto Guingona, attempted to audit 
funds raised in the US by the PCGG, 
but, audit office sources said, Salonga 
blocked him. Guingona wanted to 
check on the commission's payments to 





answering to the  Locsin board, 
Doromal and his Liberal Party friends 
occasionally had their way. In the heat 
of the election, the PCGG suddenly 
closed down the sole radio station in 
Bukidnon, a provincial capital on Min- 
danao, the Philippines’ second-largest 
island. 

Doromals agents offered an in- 
teresting reason for their move: the sta- 
tion, they said, was strongly supporting 
the president. In this district, the candi- 
date of Aquino's coalition was running 
for congress against the Liberal Party's 
Jose Zubiri, a politician with a history as 
aloyal Marcos man. Sources said Zubiri 
and his Liberal Party friends acted to 
stop the station from airing his awk- 
ward past. With the station silenced, 
Zubiri went on to win the House elec- 
tion. 

Aquino’s 1986 executive order 
caused no small measure of confusion, 
because it gives the five-to-seven-per- 
son board control over operational 
management of media, but does not re- 
peal the PCGG’s power to safeguard 
sequestered media companies’ assets. 

The PCGG has not been shy to 
exploit that loophole. The Lopezes, a 
powerful Manila family, lost Channel 
Two when Marcos took the station over 
during the early martial-law period in 
the 1970s. After the February 1986 re- 
volt, the family wanted Channel Two 
back. 

Doromal told Francisco Licuanan, 
then chairman of the Locsin-inspired 
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US lawyers, costs at variance with the 
PCGG's early claims that Filipino law- 
yers in the US had put in their time vol- 
untarily. 

Charges have also surfaced in PCGG 
memos that monies, such as 
US$158,000 supposedly paid to the 
ccmmission by a certain Tristan Beplat 
in September 1986, have not been re- 
mitted to Manila. And a row erupted on 
15 March this year when Fernando dis- 
solved a "coordinating committee" 
working for the PCGG in New York 
ard installed Ernesto Medina as his op- 
erations chairman there. 

Oddly, for a PCGG appointee, 
Medina is described as having been en- 
gaged as an architect for the mistress of 
Gen. Fabian Ver, Marcos’ former 
armed forces chief of statf. Medina is 
also said to be close to Agusto 
Camacho, another Marcos associate. 

The sacked committee members 
responded with a blistering memo to 
Fernando on 26 March. They de- 
manded a "financial, performance and 
management audit" of the US PCGG 
office. They slammed Fernando for 
“anomalies” in documentation, for 
choosing Christies of London as 
auctioneer for the Marcos properties 
without consulting Manila and for the 
“absence of independent appraisers” of 
Marcos properties. 


board, to hand the station over. But 
Licuanan refused, arguing that deeding 
the station’s equipment to the Lopez 
family would be an illegal disposal of 
government-managed property. While 
the family could lay claim to the broad- 
casting licence, that did not necessarily 
eatitle them to inherit free of cost all 
capital improvements made in the 
past 14 years at the station, it was 
argued. 

But the PCGG had not run out of op- 
tions. Doromal invoked tbe PCGG's re- 
sidual powers to “oversee” all seques- 
tered companies — a particularly crea- 
tive manoeuvre that resulted in the 






Controversy over the PCGG's US 
operations also certres on Dolores 
‘Dee’ Marquez, thought to be close to 
Vice-President Salvador Laurel. Mar- 

uez has served as a real estate broker 
or sales of Marcos’ properties, sources 
in the PCGG said. On 16 January, Mar- 
quez wrote to Salonga seeking what 
sources called an “exclusive broker- 
age.” 

PCGG sources also said that Laurel, 
who is foreign secretary as well, has 
been involved in plans to sell the US$15 
million former Philippine consulate 
building in New York. "Should this 
reach the press," a PCGG paper con- 
cluded. "it could prove to be very em- 
barrassing to the vice-president.” 

The PCGG infighting had some im- 
mediate effect on the commission’s at- 
titude to its US operations. On 24 
March, PCGG chairman Ramon Diaz 
cabled Fernardo emphasising that “our 
laws consider it a case of graft and cor- 
ruption if anvone wm. as a govern- 
ment representative m the negotiations 
ion Marcos crony Antonio Floirendo's 
properties] shall get a commission in 
whatever way. Please be careful about 
this.” 

No doubt there are ulterior motives. 
And more than a pinch of salt must tem- 
per quick conclusions about the accuracy 
of these documents. — James Clad 



































Lopezes “leasing” equipment from 
Channel Two 
Licuanan and his board reluctantly 
agreed. but only after demanding a writ- 
ten contract specifving a monthly ren- 
tal. However. the lease has been of no 
consequence: the Lopez family has not 
made any payments. Arrears, docu- 
ments show, now stand at P9 million 
(US$440,097). ] 
The overall trend seems clear to . 
most imsiders. During its 18-month in- 
tervention in broadcasting, the PCGG 
has Gone far more than just safeguard 
crony assets — the only job which its | 
charterempowers it to do. o y 
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FOREIGN RELATIONS 


Cold water on yellow rain 


New evidence shows US ‘hasty’ at best in accusations 


By Nayan Chanda in Washington 
nant US documents recently de- 
classified through the Freedom of 
Information Act show that in its hurry 
to score propaganda points against 
Moscow the Reagan administration 
charged it with using chemical weapons 
in Indochina on the basis of just one 
sample analysed by a private labora- 


tory. 


Subsequent investigation by US and 
other Western government agencies of 


the alleged use of trichothecene 
mycotoxins — commonly known as 
“yellow rain” — failed to substantiate 


the US charge. 

However, the State Department has 
not altered its position in response to 
the revelations contained in an article in 
Foreign Policy magazine based on de- 
classified papers. A department spokes- 
man said that the administration “has 
no reason to change its earlier conclu- 
sions.” 

The charge was first made on 13 Sep- 
tember 1981 in a speech delivered by the 
of state Alexander Haig. 
He said the US had “physical evidence” 
of chemical warfare in Southeast Asia. 
Later, senior US officials repeated the 
charge of the Soviet use of yellow rain. 
In 1984 President Reagan made the ac- 
zusation in a report to congress on 
Soviet treaty violations. 

However, one British and two Ame- 
rican scholars in their Foreign Policy ar- 
ticle show that since the original accusa- 
tion, systematic investigation by US 
Government investigators in 1983-84 
undermined the administration’s case. 


- | While the administration has not pub- 


lished the results of its investigation, the 
authors had some of the internal reports 
declassified under the Freedom of In- 
formation Act. 

Among the facts presented by the 
scholars are: 


» Haig's September 1981 charge, 
made on the basis of a single leaf 
and stem from Cambodia and provided 
by the Khmer Rouge, was made against 
the advice of a government scientist 
who wanted to wait for corrobora- 
tive evidence. A US doctor's exam- 
ination in March 1981 of alleged 
Khmer Rouge victims of the chemi- 
cal attack had not corroborated the 
charge. 

» It was not until October 1982 that US 
Army laboratory developed a reliable 
method to analyse 80 samples from 
Laos and Cambodia, including the one 
sample that had earlier tested positive: 
All were found to contain no tricho- 
thecene mycotoxin at all. 

» In January 1982 a British Govern- 
ment scientist identified the principal 
component of the samples to be pollen. 
Since then more than 50 samples of yel- 
low spots and powders from alleged at- 
tacks in Laos and Cambodia were 
examined in US, British, French, 
Swedish and Australian laboratories 
and were found to consist mostly of pol- 
len. The US Government has suggested 
that Soviets mixed the toxins with pol- 
len. 

» In May 1983 a US honeybee expert 
identified the yellow spots as wildbee 
faeces containing mainly pollen. 
Further analysis of the samples in the 
US and other laboratories showed that 
all, including those which tested posi- 
tive for trichothecene mycotoxin, con- 
tained pollen from plants indigenous to 
Southeast Asia. 

» A Canadian Defence Department 
study found that the trichothecene in 
yellow-spotted material were “compar- 
able to levels reported worldwide for 
natural occurrences of trichothecenes 
on stored cereal.” Earlier, a British 
Government laboratory reported the 
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natural occurrence of trichothecenes in 
food samples from Thailand. 

» Systematic re-interviews by a team of 
US officials in 1984-85 of Lao and 
Khmer victims of the alleged attack 
showed a "serious problem with the 
reliability of previous interviews" on 
which the yellow rain charge was based. 

Some of the disclosures, such as bee 
faeces comprising most of the yellow 
rain samples, have been made in the 
past. And doubt may still linger 
about whether naturally occurring toxin 
could explain all the reported illness and 
death among the Hmongs and Khmer 
people. But the new material makes 
one thing clear — the Reagan admin- 
istration had been hasty in its conclu- 
sion and obstinate in its continued posi- 
tion. 

Charges of chemical warfare in Laos 
and Cambodia appeared first in late 
1978. Then in August 1981, when a sam- 
ple from Cambodia tested in the Uni- 
versity of Minnesota laboratory was 
found. to contain the  mycotoxin 
trichothecene, the US did not want to 
miss the chance of a propaganda coup. 
In a secret memorandum on 3 Sep- 
tember 1981 to Haig, then assistant sec- 
retary of state for politico-military af- 
fairs, Richard Burt, wrote of the "stra- 
tegy for securing the maximum impact 
from this issue." 

Haig's accusation was made not only 
without evaluation by the president's 
science adviser, the Defence Depart- 
ment science board and the academy of 
sciences, but against the better judg- 
ment of the specialists involved in the 
investigation. An army toxicologist, 
Sharon Watson, who had played a key 
role in studying the charges of Soviet 
chemical warfare, warned in a private 
memorandum that the public airing of 
the charges was "ill-advised" as the re- 
sults were based on only one sample. 
"Before the possibility of natural oc- 
currence can be entirely ruled out, re- 
sults of analyses of normal flora samples 
from the region need to be screened," 
she said, adding that background evi- 
dence was crucial. 

Haig used the testimony of a Lao 
pilot who fled to Thailand in 1979 
and claimed to have fired rockets armed 
with chemical warheads (REVIEW, 
15 Jan. '82) when he made his accusa- 
tions. But it now appears that a US Gov- 
ernment interviewer discounted the 
Lao pilot's story. The interviewer, 
who was also a pilot, said that the Lao 
pilot did not even have a rudimentary 
knowledge of the wind effects which are 
crucial when dropping chemical muni- 
tions. 

A two-year investigation in Thailand 
by a joint State Department-Pentagon 
team also failed to produce evidence of 
chemical attack and their verification of 
previous testimonies used as evidence 
proves to be unreliable, the Foreign Po- 
icy article said after studying the declas- 
sified reports. oO 





HEN you first handle a Patek Philippe, you 
become aware tnat this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because its for a lifetime. 








PATEK PHILIPPE 
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When you've an important appointment at the end of 


\ Vois: our prime objective is always to help our passengers arrive in better shape, we appreciate that 
there are some equally important people waiting at the end of your journey. That's why we're continuing to develop 


and increase the number of our popular long-haul, non-stop flights. And inside Asia maintain our comprehensive 





your journey, fly Cathay Pacific. 


network and convenient schedules. Our pilots are picked from the best the world has tc offer. And our cabin 
ittendants, chosen from ten Asian lands, take pride in making your journey as relaxed as possible. 5o you can be 


good company as soon as you get off the plane, rather than recovering wst in time for your nex: trip. 


Arrive in better shape—— — 
CATHAY PACIFIC.Z 
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“IBM is willing to help so much. I’ve studied 
with IBM, and I’ve learned a lot.” 


— — Mario Gamboa EDP Manager, Victory Liner, Ine., Metro Manila, Philippines 
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One employee of Victory Liner didn’t 
show up for work at all in July. 1986. Or 
August. In fact, he didn't show up for 
months. But when that employee returned 
to his desk in the accounting department. 
the boss didn't ask where he'd been. He 
asked what he'd learned. 





. “IBM has dns ut us on the 
leading edge of inventor 
- control. That gives us the 
advantage because we kr 
right time to order." 














Vietory Liner, one of the Philippi 

largest bus transportation companies, had 
anticipated the need for greater efficiency. 
and understood the importance of finding 
a strong partner with which to grow. So 
they sent the employee, Mario Gamboa, to 
study at IBM Philippines Educat 

Center. 








. Victory was looking for results, and 
when Gamboa completed his training, 

- they decided to put him and IBM to the 

test. The assignment: computerize 

Victory's operations and develop a 

comprehensive method to control its 

20,000-part inventory. 


















“We've stayed with IBM because _ 
of IBM people. When other 
companies approach us, we 
don’ t think twice about it." 


Backed } by y his = training, as well as s TBM 






" wi en are alway : 
; ndis a 
























3M is now helping Victory in other ways 
Tracking parts usage enables them to spot 
buses requiring service. Analyzing : 
passenger counts allows them to predict — — 
demand. With service expanding and new __ 
buses being added, Victory Liner knows — 
Mario Gamboa had a good teacher — and. __ 
that they have a good partner. zo 
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à 


SHARED GOALS, SUCCESSFUL ACTION 
- REQUIREMENTS FOR TEAM EFFECTIVENESS - 





THE TURN of the century. And in the USA, competitions between firemen’s cart and 
hose teams in which the fastest men ‘raised the alarm’ led the way for today’s relay racers. 

THe Oxympics: The 1908 London Games saw relay races first 
included at Olympic level. The use of the relay baton originated in the 1912 
Stockholm Games. 

THe Baron: The baton must be carried in the hand throughout 





-a relay race, and if dropped must be recovered by the athlete who dropped 


Fig 2 First out, first in. 


it. The baton must be passed only within the take-over zone. 

The take-over zone is marked by lines placed ten metres before and ten metres 
after the scratch or start line. The Fig. 3 Perfected skills. 
runner about to receive the baton 
must not start running more than ten 
metres before the take-over zone. 

There are many and widely differing methods of baton passing all of which have 
their relative merits. 

One thing is certain however and that is, as with any other skill, concentrated and 
continual practice is required for a team to perfect a winning style. 

THe TEAM: The all-important point in deciding race order is to work together. 
After making a careful study of the competitive situation, race order should be made as a 
group decision. 

The team must have confidence in each other, practise a great deal together and 
learn team skills. Sheer running ability is not enough. As in all team endeavour, com- 
petence and confidence are two sides of one coin. 

The ‘team’ philosophy has been integral in the ascension of Westpac as 
Australia's world bank. To talk trade finance, foreign exchange, capital markets or 


project finance, contact Australias largest and Westpac 
most experienced banking and finance group. Australias world bank. 





d deeem o METRES 
Fig. 4 Working together. 
Bai. Beijing, Chicago, Columbus, Frankfurt, Honiara, Hong Kong, Houston, Jakarta, Jersey, . 


ages larmpur, London, Los Angeles, New York, Port Moresby, San Francisco, Seoul, SUPERS, 
D oe Sydney, Taipei, Tarawa Bairiki, Tokyo, Vila, Wellington. X 
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JAKARTA 

Some peopie say 1 s ine 
business tacilines. others 
Say i1 s the 23 acres of 
gardens but most o! tne 
clients tell us it's the fine 
food and (he triend'y stall 
that keep them coming back 
agan and again 

Behrouz Tamdjidi 

Genera! Manager 
Borobudur Inter-Continental 


At good hotels, guests come and go. 
At great hotels, guests come and go and then return again and again 
At Inter-Contineata! Hotels, three out of four guests are so impressed with 
the luxury of our service, dining facilities and exquisite rooms that they returr again and again. 


So come to Inter-Continental 


For unsurpassed staff, tor unforgettable meetings, for marvelous locations, 
for beautiful -estaurants, for an incredible vacation, for real relaxation 
and a genuine welcome . . .Inter-Continental, again and aga. 


For reservations, »lease call any one of our 100 hetels worldwide or see your Trawe Agent. 


MANILA 

Above all our many tre 
assets. the warmth 
alficiency of our stat 
creates that Special home 
Away From Home 


ambience which inspires our 


Quests !0 return again ánd 
agair 

Eric Pruefer 

General Manager 

Manila inter-Continents! 
Manila 


SINGAPORE 

The Pavilion Inter- 
Continental's tine reputation 
is a result of the friescty 
courteous and efficier: 
service provided by out 
employees, it is for ins 
reason that 70%. of our 
Quests return again ard again 
Andrew Quinlan 

General Manager 

Pavilion Inter-Continental 


BANGKOK 

We call ourselves the 
Business Resort 
We re right in the centre of 
town, vet we're 3 Mew-rise 
notel sur:oundec t 26 acres 
of gardens This. tc3ether 
with our warm kactional Tha! 
hospitality, 6 the reason why 
ouf guests Keep cening 
back 
Danie! Desbailiets 
Genera! Manager 
Siam Inter-Continental 


SYDNEY 

The historic arctwiecture of 
"e restored treasury 
busdings combmed with the 
mast modern facilities and 
personalised service create 
me ideal business address 
"m Sydney 

Stefan Bokaemper 

General Manager 

Sydney Inter-Continental 
Sydney 
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. Iṣyour best shot 
.. whenit comes to the Core 


Aim for Hongkong Land 
when you're looking for offices in Core Central. 
Because in terms of location, prestige and property management, 
we can offer you the finest range of buildings, 
with the widest choice of rentals. 
within minutes via our unique network of footbridges. 
So why not start the ball rolling? 











Please call Jonathan Petit or Christopher Chan 
at Hongkong Land (5-8428288] 
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ri Hongkong Land 


It pays to address yourself properly 


MEDIA 


‘Do as | Say, not...’ 


Hongkong balks at Macau’s TV plans for the territory 


By Margaret Scott in Macau 


quu Hongkong goes again, throw- - 


ing its weight around. That was the 
reaction in this tiny Portuguese enclave 
to a Hongkong officials pronounce- 
ment that beaming Macau's TV signal 
into the British territory would not be 
welcome. Hongkong could scramble 
the signal but probably would refrain, 
the official had said. Instead, Hongkong 
hoped Macau would scotch its plans to 
boost the power of its TV transmitter. 

Macau may be the only place in the 
world where Hongkong can play politi- 
cal hardball and hope to win. The latest 
pitch was thrown in the last week of Au- 
gust by Peter Tsao, Hongkong’s secret- 
ary for administrative services and in- 
formation, and the target was the 
Macau Government's Patacas 30 mil- 
lion (US$3.73 million) plan to boost the 
power of Teledifusao de Macau (TdM), 
enabling it to reach the 3 million TV au- 
dience in Hongkong. 

Tsao's target was also Hongkong's 
cigarette advertisers, who will be ban- 
ned from the British territory's airwaves 


in 1990 but could presumably reach | 
many of Hongkong's consumers via ad- | 
vertising spots with TdM. To Tsao, | 
TdM's more powerful signal would be | 
fouling Hongkong’s | 


an interloper, 
years-long battle to erase cigarette ads 
from its two TV stations, each with a 
Chinese- and English-language channel 

Further, unlike Hongkong, Macau 
does not censor programmes for sex or 
violence or for political reasons. By of- 
fering free rein to cigarette advertisers 
and anything-goes programme stan- 
dards, Tsao said, TdM could steal a lot 
of the HK$200 million (US$25.64 mil- 
lion) in advertising revenue currently 
i each year between Television 

roadcast (TVB) and Asia Television 
(ATV). The result, he said, might ruin 
the poorer of the two stations, ATV. 

"This is just a plea from a friendly 
neighbour," said Tsao of a letter he sent 
to Macau's governor outlining Hong- 
kong's concerns. “If [Macau] heeds our 
plea and pes s the plan, we will say: 
‘Thanks for being a good neighbour. 
We owe you one.’ If they don’t, we will 
remember.” 

Forty miles across the South China 
Sea, from Macau’s government palace 
to the offices of TdM, many last week 
were wondering what prompted Tsao’s 
remarks and how far the Hongkong 
Government was willing to go to get its 
wire So far, Macau Government offi- 
cials say they have no intention of aban- 
doning the plan to build a new TdM 
transmitter on Coloane Island. 

“We have not declared war against 
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Hongkong TV. We do not see any 
reason to drop our plaas,” said Antonio 
Vitorino, Macau's under-secreta 
administration, who 
Tsao's letter on 1 September. In his let- 
ter, he told Tsao that TdM's plans com- 
plied with international TV conventions 
and that Macau was amenabie to dis- 
cussing programming standards with 
Hongkong authorities. 

Vitorino and others expressed scep- 
ticism over Tsao's arguments. TM 
for the occasional fore:gn movie, TdM's 
programming is lacklustre, and Macau 
residents spend more time watching 
Hongkong TV, which has always been 
received in Macau. Vitorino said entic- 
ing Hongkong advertisers, especially 


those selling tobacco, is certainly TdM’s 
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Tsao with some of Hongkong's media: good neighbours. 


aim, but he challenged Tsao's statement 
that TdM would jeopardise the financial 
well being of either Hongkong station. 


M?» in Macau see other motives. 
Perhaps, some say, the Hongkong 
Government is particularly worried 
about Macau TV Keane, Hongkong 
because it is about to split from one 
channel into two. Under this plan, the 
Macau Government will retain control 
over the Portuguese- and English-lan- 
guage channel, but a new Chinese-lan- 
pua e channel will be sold to the highest 
idder. 

The deadline for bids is 30 Sep- 
tember, and so far the expected entrants 
include media magnate Rupert Mur- 
lys voii owns Hongkong's largest 

nglish-language newspaper — Por- 
tugal's eonnpaay. Sankey Ho's 








for | 
responded to 


casino conglomerate STDM, the Sing 
Tao newspaper group of Hongkong, 
Macau entrepreneur Ng Fok and a 
mainland Chinese company. 


Others say Hongkong chafes at the | 
. notion of not being able to exert control 
. over Macau broadcasts. For example, a 


government official here said, next Au- 
gust six members of Macau's legislature 
will be directly elected. "Maybe the 
Hongkong Government does not like 
the idea cf those direct elections being 


on the TV news in Hongkong every 
night," he said, alluding to the contro- 
versial and still undetermined question 


of whether Hongkong will have direct 
elections. | 
Some in Macau v they believe 
Hongkong is worried that Mad will 
broadcast horseracing into dee o 
and try to compete with the 
Hongkong Jockev Club for punters. 
Governor Carlos 


y 1 
Melancia only. 
arrived at the end of July, and he 
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has made :t clear that the future of TdM, | 


which is under the governor's direct 


supervisicn, is under review, officials | 


said. Macau has good reason not to pick. 


a fight with its neighbour. 


operation. Last year, gambling 
put Patacas 830 million in gov- 
ernment coffers, or one-half of 


opened a casino, Macau 
go out of business. 


about Macau's to tran- 


lony, ironically Hongkong TV 


nese officials regard as spiritual 
pollutior to the motherland. 
The s 


raised its head again in Guangdong, 
with authorities there cracking down 
on the "unacceptable behaviour" of 
Chinese watching such fare. 

A few months ago, the Guangdong 
authorities decided to prohibit cadres 


and members of the Chinese Com- © 


munist Party from watching Hongkong 
TV programmes. which can be seen in 
many parts of the province with the help 
of fishbone TV antennae erected on the 
rooftops. The general public was to be 


"persuaded" to give up the "habit" of | 


watching Hongkong broadcasts. If that 
did not work, the government said it 
might have to forcibly dismantle the 


thousands of TV antennae which dot | 


urban and rural areas. 
Officials denied the latest move was 


Gamblirg and Macau go to- | 
ether, in large part because of | 
ongkong residents and the | 

Hongkong Government's co- 


> Emily Lau writes from Hong- — 
kong: While the Hongkong . 
Government is complaining - 


smit TV programmes to the co- | 


programmes have been broad- — 
cast just across the border to — 
China's Guangdong provincefor - 
years, spreading what some Chi- — 
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ctre o* Hongkong program- 
mes on the Chinese screen has recently 


the territory’s budget. Thereis | - 


an old joke that i eC aes E 
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to be held in Guangdong's capi- 
inton, in November. The officials 





— «arried out on and off over the last 
few years — was to get the people to 
‘watch programmes on Chinese state 
"TV. Fines had been imposed on of- 
fencers i in the past. 
"The Chinese authorities have not 
complained to the Hongkong Govern- 
ment on the matter. Peter Tsao said the 
Guangdong case cannot be compared 
With the controversy over Macau TV 
-programmes being transmitted to 
| Hongkong. He said unlike Macau, 
. Hongkong has never attempted to boost 
its signal to ensure reception in 
Guangdong. 
<The Hongkong post office's chief 
telecommunication engineer, Tony 
Yag, said Hongkong TV reception- 
al levels are decided according to 
tional standards, and there are 
igns to broadcast into Guang- 








infing to differences between 
ngdong and Macau, Tsao said the 
dard of Hongkong TV censorship 
ster than China's in some areas, 
juality of programmes beamed 


n. Besides, Hongkong TV pro- 






















k up advertising revenue that 
: derived from TV commercials, as 
be the case if Macau TV pro- 
ames were allowed to be shown 


sa io said Hongkong TV program- 
transmitted into China tended to 
ttr:ct more commercials because ad- 
ertisers want to capture the market 
cross the border. .ü 


| sourH KOREA 


: By Mark Clifford in Seoul 
S outh Korean police rounded up 
tl nore than 200 Hyundai Heavy in- 
dustries and Daewoo Motor workers in 
. dawn raids during the first week of Sep- 
tember in the most visible display of a 
harsher government attitude towards 
. dissent. 

* . The question now is how far the cur- 
rept crackdown will go. The govern- 
ment said the workers were arrested for 

jart in violent strikes. But there 
isturbing signs the government 
ma also move against peaceful dissent. 

‘Hive professors who were involved in 
a peaceful protest at Korea University 
have been summoned for questioning 









at presenting a clear r image bec) E 


uie opening of the sixth national | Proposed new law for newspapers stalled in committee 


i the purpose of the current exercise - 


the border should not be in 


ss being shown in China do ` 


fi igures to emerge in the new "democra- 





By Paisai Sricharatchanya in Bangkok 

D Pese! s print media, with its repu- 
tation for critical commentary, sel- 

dom has a comfortable relationship with 

the people in power. 

That mutual uneasiness burst into 
open antagonism in September after 
disgruntled members of the Senate, 
comprising senior military officers and 


civil servants, broke away from a joint - 


parliamentary committee following a 
bitter dispute with their journalist coun- 


terparts. For more than two months, the 


committee had been debating a con- 
troversial new Printing Bill. 

The immediate consequence of the 
latest uproar is that the proposed new 
press law — which has been bandied 
about over the past 15 years — may not 
see the light of day for a long while. The 
bill was primarily designed to usher in a 
more orderly system of press freedom, 


alongside a heavy dose of self-regula- j 

| tion by the media (REVIEW, 21 May). 
The. emotional exchanges between 

both sides in the aftermath have some- | 


what blurred the issue. The central 
theme of the conflict, 
analysts say, lies in a persistent reluc- 
tance by the senators, who represent a 


. broad section of civilian- bureaucratic 
. and military interests, to let go of the 
state's power to control the press. 


Under an odd collection of mostly 


antiquated laws, some of which are seen 
as undemocratic, the authority on such | 
sensitive matters as newspaper closure | - 


has been vested with a government 
press officer — a title held by the Na- 
tional Police Chief in Bangkok or the 


governor in each upcountry province. 


ing tough again 


The government takes a harder line with dissidents 


by the prosecutor's office and may be 
tried on charges of obstructing the fun- 
eral of a past university president. 

The National Coalition for a Demo- 
cratic Constitution (NCDC) said 382 
workers have been arrested since ruling 
Demorratic Justice Party (DJP) leader 
Roh Tae Woo's 29 June democratisa- 
tion proposal. Lee Hyong Gon, leader 
of the Federation of Hyundai Industrial 
Unions and one of the most important 


newspaper | 









Appointed in June, the joint com- 
mittee was entrusted bv parliament with 
the responsibility of overcoming the dif- 
ferences between two versions of the 
bill — one originally approved by the 
House of Representatives, which was 
also endorsed by the journalists, and the 
other heavily doctored by the Senate 
(REVIEW, 2 July). 

Under standard parliamentary prac- 
tice, each of the two chambers has 21 
representatives on the committee; the 
House subsequently appointed six jour- 
nalists to fill part of its quota. 

Sources who have been taking part in 
the weekly deliberations since mid-June 
told the REVIEW that some of the less 
contentious points had been ironed out 
in the early stages. These included con- 
sent by the senators to drop a mandat- 
ory requirement on newspapers to pub- 
lish denials or corrections issued by all 
"concerned government agencies.” 
Another Senate insertion, which called 
for a permanent ban on any newspaper 
editor whose licence had been revoked 
by the press officer, was also dropped. 

But differences on the more sensitive 
issues remained unresolved. Highlights 
of these were the Press Council's scope 
of power, plus a Senate-proposed 
amendment authorising government 
censorship of newspapers in a state of 
emergency or war, or on matters contra- 
vening national security. 

The original House version provided 
for an editor whose licence had been re- 


. voked by the press officer to appeal to 


the council. If he or the press officer was 
not satisfied with the council's verdict, 





tic" trade union movement, is the most 
prominent person to be arrested follow- 
ing the recent police raids at Hyundai 
and Daewoo. | 

During the last week in August and 
the first week of September, three 
NCDC members and a key figure in the 
Urban Industrial Mission, a Protes- 
tant labour support group, have had 
formal charges filed against them, 
an NCDC official said. “I wouldn't 
characterise [the arrests] as a one-shot 


deal,” a Western diplomat said, adding: 


“They’ re trying to send a message. This 
certainly signals a. stiffer reaction in 
dealing with the violence associated 
with some of the labour disputes.” 
Arrests of dissidents are a recurring 
feature of South Korea's political land- 
scape, but they do not always lead to 
a complete stifling of dissent. On 14 
April, the day following President Chun 







Doo Hwan's announcement that cone . 


the matter could be referred to a court. | were waiting for a quorum for the sche- 


Arguing that the council possessed - 


no judicial legitimacy to rule on such 
matters, the senators wanted any appeal 
to go directly to the court. That prompt- 
ed the journalists to demand the re- 
moval of three proposed government 
representatives cn the body. The House 
draft called for a 21-member council, 
comprising 15 elected journalists, three 
government members and three “qual- 
ified" neutral members. 

The joint committee had originally 
scheduled two final sittings on 20 and 27 
August when these sensitive points 
would have been discussed again. 

However, the planned sessions 
never materialised. Amid a debate on 
how the committee should proceed to 
vote on the contentious issues, the six 
journalists walked out of the 20 August 
meeting in wv of a scathing remark 
by one of the senators who questioned 
their right to be cn the panel. 

The incident prompted a mass 
boycott by the senators the following 


(WR 


Bangkok newspaper seller: uneasy relationship with government. 


ple throughout the country. Yet the 
government capitulated to o giae 
demands for political iss Mu 
three months later. 

Aas nq are ominous signs that 

m eme they line B ous have 

em the diplomat said, 
“but I don't t think” we have the begin- 
nings of a full-fledged crackdown.” 

Tactical manoeuvring may also be 
behind the arrests. They have suc- 
ceeded in keeping the opposition off- 
balance and wary. The government is 
also exploiting waning public sympathy, 
at least in Seoul, for the strikes and may 
hope to divide the moderate and radical 
wings of the opposition. 

So far, members of the main op 
tion Reunification Democratic arty 
(RDP) have been spared arrest. The 
party has not defended arrested work- 
ers and has been lukewarm in its calls 
for NCDC members to be released. But 
if the government arrests academics or 
other non-violent protesters the RDP 
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stalled indefinitely 


duled 27 August session, a disgruntled 
Gen. Pichit Kullavanicn, assistant army 
commander and one of the senate mem- 
bers on the committee, said that the sen- 


-ators could no longer function on the 
. committee. He blamed the pons 


for showing disrespect to the Phuyai e 
ders) — a charge Prompens ang 

torts from some of the press mem ". 

who accused the senators of acting as if 
they were masters of the people. 

With 18 of the 21 senate members 
resigning en masse by 1 September, plus 
concern that the senators may continue 
to lobby among MPs tc stall further de- 
liberations, the journalists’ worst fear is 
that the committee's progress could be 
to lack of a 
quorum. This fear was borne out on 3 
September when another scheduled 
meeting could not proceed. 

In this apparently no-win situation, 
the journalists were resolved to buy 
time and to try flexing their media mus- 


. cle by publicly denouncing those absent 
week. While the MPs and journalists | 


from future meetings. 





will be drawn into a fray that it would 
rather avoid. 

Now that the RDP and the DJP have 
agreed on a new constitution, the oppo- 
sition would clearly prefer to 

its energies towards 
the presidential election, to be held be- 
fore the end of the year. 

Direct military intervention looks 
unlikely, but the arrests of labour and 
dissident leaders will possibly continue. 


The stepped-up pelice activity is 
being ba up with escala Lo play 
ings, some of which are d 


on the public's fear of src asse Wie 
Agency for National € Planning, 
South Korea's intelli pe 
nounced over the w 
Korean spy had infiltrated omen 
groups with the aim of toppling the gov- 
ernment. 
Labour strife seems to be subsiding. 
overnment reports that 90% of the 
3155 labour disputes which have occur- 
red since 29 June have been settled. D 
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Kim Young Sam with Roh Tae Woo: opposition and DJP in harmony. 








Constitutional compromise 


Opposition and ruling party agree on a draft charter 


By Shim Jae Hoon in Seoul 


he outline of the new South Korean 

Constitution agreed between repre- 
sentatives from the ruling Democratic 
Justice Party (DJP) and opposition 
Reunification Democratic Party (RDP) 
broadens the scope of civil rights and 
strengthens the power of the national 
assembly, the unicameral parliament. 
The draft curtails presidential constitu- 
tional rights such as emergency power, 
removes altogether the right to disband 
the national assembly and call for a new 
election, and states for the first time 
that the army should remain above poli- 
tics 

This is the first time in nearly 40 
years that a new constitution has been 
written on the basis of bipartisan con- 
sensus, and represents the ninth amend- 
ment since it was first proclaimed in Au- 
gust 1948. Each past amendment was 
acmeved through the ruling party rail- 
roading the bill by dubious means, such 
as holding the plenary session outside 
the regular parliamentary floor. And 
each revision involved changing the ar- 
ticles to give the president an extra term 
in effice or even — as was the case in 
1972 of Park Chung Hee — repeated 
terms in office, thus assuring a virtual 
lifetime presidency. 

The new constitutional bill, when ar- 
ticle-by-article codification is com- 
pe needs to be formally endorsed 

y the national assembly and approved 
bv a majority vote in the national re- 
ferendum to be held before the end of 
October. The broad framework agreed 
on 31 August culminates month-long 
negotiations by four representatives 
from each party who have held a total of 
19 sessions to hammer it out. 

in deference to the opposition 
party's longstanding demand for a clear- 
cutstatement of willingness to oppose a 


renewed imposition of authoritarian 
politics, the constitution’s preamble 
explicitly pays homage to "the spirit of 
democracy" as exemplified in the 19 
April student uprising that toppled the 
Syngman Rhee government in 1960. 

e wording "implies," say RDP 
negotiators, the ople’s “unstated 
right to defend their freedom” against 
future dictatorship. 

In exchange for this passage, the RDP 
has dropped an insistence on writing 
into the preamble the historic 18 May 
1980 uprising by citizens of Kwangju 
against the martial law imposed by then 
army general Chun Doo Hwan. Ex- 
plaining the thorny discussion over this 
subject, Rep. Kwon Ik Hyun from the 
DJP commented that the Kwangju up- 
rising — a symbol of opposition against 
the current regime — should await à 
more dispassionate assessment. 


he new constitution's General Provi- 

sions, however, will state for the first 
time that the armed forces should re- 
main apart from politics, though the 
original wording was watered down. 
The RDP sought the wording "The 
armed forces must stand above poli- 
tics." The key provision, written im 
against the background of South 
Korea's two army coups in the past 26 
years, was amended by removing the 
word "must," leaving a matter-of-fact 
phrase which dissidents have criticised 
as lacking in “obligatory power." 

Nevertheless, the negotiators settled 
on the vaguely worded compromise, be- 
lieving — understandably — that once a 
coup erupts, a civilian regime can only 
stand powerless no matter how it is de- 
fined in the constitution. 

While that might be the case, the 
DJP leaders wanted to spare President 





Chun loss of political face as a sharply 
defined article against the military's 
meddling in politics could further 
undermine his government's already 
enfeebled legitimacy. 

"What and how to write to keep the 
army from politics was the hardest point 
of negotiation," recalled RDP vice-pre- 
sident Lee Chung Jae. 

On the section dealing with basic 
rights, they agreed specifically to “pro- 
hibit” any laws or regulations which 
may infringe n the freedom of press 
and of peaceful assembly; of the right of 
workers to organise unions, negotiate 
with or even strike against their employ- 
ers. The principle of habeas corpus is to 
be clearly enshrined in the new charter. 

No person, even one convicted for 
pro-communist crimes, may be kept 
under surveillance or detention without 
a court decision to that effect. This 
specific clause should prevent the gov- 
ernment from placing its political oppor 
nents under the house arrest suffered by 
dissident leader Kim Dae Jung. 

The powers of parliamentary mem- 
bers have been strengthened, provid- 
ing them with better institutional 
mechanisms to check and balance the 
administration. Contrary to the current 
basic law enabling law enforcement offi- 
cials to hold members of parliament re- 
sponsible for their floor speeches and 
even their voting (an opposition MP was 
jailed not long ago for questioning on 
the floor of the national assembly the 
government's reunification policy), the 
new draft assures a complete immunity 
for action inside the House. 

On top of the authority to investigate 
and subpoena administration officials 
for special inquiries into government 
policies and conducts, the national as- 
sembly's total seating days have in- 
creased from 90 to 100 a year. And the 
assembly can be called into session with 
the consent of a quarter rather than a 
third of total membership as required in 
the current charter. 

The president's emergency powers 
have been sharply delineated to cover 
only economic and financial matters, 
and events caused by natural calamities. 
The office of presidency has been re- 
duced from a single seven-year term to a 
single six-year term. As a way of rein- 
forcing the court's independence from 
government, appointment of chief jus- 
tices of the Supreme Court by the presi- 
dent will require the assembly's en- 
dorsement, now unnecessary. 

Indeed, the law governing the na- 
tional referendum, to which the new 
constitutional draft itself will be submit- 
ted, is to undergo a substantial improve- 
ment to enable political parties to cam- 
paign publicly for or against a given 
agenda. At present no such activities 
are authorised, thus virtually allowing 
the government to tie the opposition's 
hands while allowing itself the freedom 
to influence voters to say "yes" to a 
favoured bill. o 
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IT ALWAYS COSTS A LITTLE MORE 
TO CULTIVATE A CERTAIN STYLE. 





Model Bamboo, water-resistant, ultra-thin 


[he Bamboo is a watch of a class of its own. Un- The craftsmen at Audemars Piguet can easily iden- 
like any other, yet instantly recognisable as an tify with that moment ef exquisite P sleasure when 
Audemars Piguet. the ideals and painstaking labour of months be- 


come reality before ther eyes 
Resulting from the challenge to unite supreme | 


elegance with today's taste for practicality, the ^ nd, like a certain style, that moment has no price. 
Bamboo is extra-thin, yet fully water-resistant, 
elegant, yet easy to wear. A watch of distinction. 


The exclusive hand-crafted case is perfectly inte- 
grated with the fine gold stems of the delicate 
bracelet, assembled and adjusted with infinite care 
by the master-watchmakers at Audemars Piguet. 
[t is gently pearl-sheened and polished three times 
over. First burnished with diamond paste, then 
fine-polished with elderberry lustre and finally 
with a soft chamois leather. No effort is spared in 
the creation of this masterpiece of harmony and 
grace. 





Fonthieva Maculatz 





Like the exotic orchid, the Bamboo derives its 
essence from perfect balance of flair and dedica- 


tion. Day and night-time temperatures, nourishing |t 
; barks and acidity of rainwater, are precisely mea- 


sured to yield a treasured prize: the brilliant blos 


- soming of the rarest of flowers. a plus prestigieuse des si me atures 
lo A Al j Servi e Centri BANGKOK: Tno Import Ci M 256036 HONG-KONG: Besco (HK) Ltd. Tel. 3-59 
JAKARTA: i Niaga, Tel. 346071 KUALA LUMPUR: ya (Pte Ltd., le EN 73. SEOUL: Sungsan Trading Co 
777 | SINGAPORE: i al (Pt) Ltd., Tel. 3 2 TAIPEI: demars Piguet Showroom, Tel. 701.96.39 


TOKYO: [ Desc (Jap: an) | Ltd., Tel, 56 ` SYDNEY: | alia! Pty, Tel. 264-7822 
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On January Ist, Alcatel merged with ITT telecommunications manufacturing companies to become the world 
transmission. And with massive resources throughout the world, we can guarantee 
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Because you can't be in M places 
at once, you need the hank! that is. 
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Australia 


Wherever you're doing business Now, with an expanding Asia/ Bank today and discover what a 
inthe Asia/Pacific region you're Pacific network coveringall major well placed network has to offer. 


p to y m — of andes National Australia Bank e 
ational Australia Bank. can offer your business a competi- 

i S tive, comprehensive, professional N af i on al 
Australia's fastest-growing inter- deduc mete 5 
national Dank, Nationa! Australia ee Aus tralia 
Bank has assets in excess of So whatever your financial 
A$42 bilion and over 150 years needs, get together withthe Bank 
internatienal banking experience. resources of National Australia National Australia Bank Limited 
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Be part of the legend in Hong Kong. 











MANDARIN ORIENTAL 
HONG KONG 


After your first stay at 

Mandarin Oriental Hong Kong 
you probably couldn't imagine 
anything that would impress you 
more. But something will. Your 
second visit. Because 

well remember your name. Your 
favourite drink. Even 


MANDARIN ORIENTAL 
THE WORLD'S FINEST HOTELS 


- 1 Mandarin Quen: 5, v CoDnaRDE A Road, Central, «Hong. Kong. Tel: (5) 220111, Maie Fax: (5) eects 
andarin Orienta . Kong * Jakarta + Macau * Manila » San Francisco « S . 
Reservations: eap in one kono (5) 486606. Singapore 449 0033. vour nbi S beds iaaa Poss 


how many pillows you prefer. 

It's this unobtrusive attention to 
individual service that makes us 
one of the finest hotels in the world 
and has earned us the reputation 

of the legend. 

We know you wouldn't want 

it any other way. 















.that one 


LIKE many à weary traveller before 


| me I've been hiding from too-hospitable 


friends in my Sydney hotel room, 
watching the local television. 


One commercial lve seen many 


times in the past week illustrates the 


new frankness, not to say boastfulness - 


about Australia's past. It opens with a 
drawing of rather dejected-looking 
pioneers peering out of cages in the hold 
of a convict transport, while a bar-room 
baritone (it's a singing commercial) de- 
claims "They said we'd never make it 
when they shipped us out in chains . 

He then continues on the theme of 
“They said we'd never make it" as we 
see, successively, the same unhappy 
chaps swinging picks and shovels under 
the eye of armed guards, explorers and 
settlers headed for the Outback in bul- 
lock carts, the lads storming ashore at 
Gallipoli (let's face it, we didn't make 





ning time ar 
done in by jealous Americans, and vari- 
ous other Aussie lads and. lasses en- 


gaged in feats of derring-do, heavily 
biasséd in favour of sporting and mili- . 
tary achievements. | 

Al the while he is presenting this 


potted, or perhaps canned is the bette 
word, history of Australia, the barrel. 


tone voice. keeps intoning “They said ||: 
ment, that everyone is a 


we'd never make it. . ." Then, his voice 
rising to a resonant climax, he thunders 


“But we made it just for you!" 


At this point, presumably the culmi- 


nation of two centuries of progress, a 
beefy paw appears on the screen hold- 
ing a can of Swan Export Lager, all 
dewey with chill, 


straight from the 
fridge. Well, it's good to know that 


there was some point to Australian his- 
tory, after all. | 
-© JUST the same, the commercial has 
set me thinking. Swan Export may well 
be a masterpiece of the orewer's art, but 
it is made, I see on a frosty can, by Bond 


Holdings, part of the expanding mining, 
publishing and boozing empire of Alan 


Bond, who began his distinguished busi- 
" ness career, as I recall, as a sign-painter 
in Ealing, London, and so might well 


have been on the despatching end of any 
travelling that was done in chains. 

I am, or course, as pleased as the 
next Old Oz to see a British immigrant 
doing. well in our country, especially 
now that Bond is planning to extend his 
brewing operations to Hongkong and 


Peking, and thus carrying the fame of. 


Australia far beyond the seas. Bond is, 
it goes without saying, an Australian 
citizen these days, an enthusiastic one at 


that by all accounts, and he may even 


have symbolically picked up the pass- 
port his brother tycoon Rupert Mur- 
doch has just traded in for an American 


one. Tit for tit, as the old s | saying goes, or - 
what we lose on the es we gain on | 
^ | comment from a We 


je runabouts. 


he race horse Phar Lap win- 
nd again until he was foully 










. all someone else's fault. 
biggest. national 
‘challenge. learning to live with an ex- 





There is, however, something about |: 
the Swan commercial that, unlike the 


lager, leaves a sour taste, in my mouth 
at any rate. Beer tec :nology was ai- 
ready well advanced m Australia, too 
well perhaps, before Bond arrived to 
make his well-deserved mark, and I 
noticed no intellectual or social achieve- 
ments among the things they said we'd 
never make. 





@ THEN again, do | detect a hard- 


done-by, self-pitying rote in this ap- 
proach to the marketing of beer, and ir- 
deed to the whole outbreak of convict 
chic as the 200th anniversary ap- 
proaches? Chained or unchained, it was 
certainly a rough trip out to Australia i in 
the old days, but from then on we have 
had things, as a nation, pretty easy, cer- 
tainly in comparison with the suffering 
myself have seen in the Middle East and 
Southeast Asia in recen: years. 

Up to now we have been, as my old 





cobber Donald Horne aptly puts it, it- - 
deed The Lucky Country, with strong - 


-| friends, Pom and Yank among them, to 
fight our battles for us. though I hope 
"we can claim to have done our share. 

History has now thrust real indeper- 
"dence, with all its opportunities and re- 
.sponsibilities upon us, and I would hate 


to see us begin our third century on a 
nasty third-worldism mote of resent- 
ainst us andi it's 







Especially as our 





nding and unstable Asia on terms cf 


friendly cooperation; s on our plate 
right now. When that has been achieved | 
then it will be time to crack a few six- 
| packs of the beer they said we'd néver 


make. 


| * NO Australian arriving within the 
| past 200 years is entitled to be proud cf 


our treatment of cur Aboriginal 
forerunners and fellow citizens, and 1 
most certainly am not. 


| ernor Phillip and his First Flee 


Sad, then, to find the same old heart- © 


breaking problems still poisoning rela- 
tions between the races. Recently, for 
instance, we have hac an outbreak — 
not the first — of Aborigines dying in 
police custody in varicus parts of the 


Outback, notably Queensland, of ill- 
treatment, according to some critics, | 


and of terminal. alcoholism by other 
accounts. 

Then there is the current case of 
three young Aboriginesconvicted of the 
gang rape of a White woman in Western 
Australia. Being classified as tribals, 
they were tried, às is their rig 
tribal law, and given s even t 
apiece. This sentence fit 






püsi : 
it elicited, However. a co 





| tralian ‘politician. A snooty w 


i tional Dress. only.” 
tional thinking, which sees the rape of |.“ 
an unmarried woman, i.e. the property 
of no particular man, es not very seri- 


 Stiffer sentences. 
| the ancestors anc we cannot i 


drink anything they can afforc 





January, for the Te-enactmént 


great work of nation-building. 

























ing, and so should have been triec 
the (White) law cf the land and give 
“Our tribal law 


them,” he explained. “They 
framed before the Whites brougl 
coho! to Australia and take no account of 
its dangers." ! 
“Therefore an Aboriginal who tak 
a drink straightaway brings hii 
within the range of White law, i 
opinion. We want equality, not spe: 

rivileges, and that goes for punishmen 
if any of us does wrong. 
e A BRAVE and wise attitud 
think, and a pa rticularly pertinen 
The truth is that liquor is destroyin 
Aboriginal people, just as surel 
booze is killing off the Aleuts 
othet native peoples of Canad 
Alaska. The situation is made, 
possible, even worse by unemp 
d dole payments and coi 



























Aboriginal custom of 
T and bad fortune w 





ual rights include the | 


rse, take the consequences. 
ginal self-help i is the only way, ar 
why I found the Western / 
D eem $ courage so.comme 








ust not c poli iti S. 
whole country in Bond, infa 
e SOME spirited ] ub discuss 
about what we should wear 

























landing, 200 years ago that day, o 


marines, convicts and other wel 
wishers at Sydney Cove to: begin 


The “convicts,” arriving in a ne 
fleet of sailing ships will, of course Ww 
the broad arrows and leg-irons so popi 
lar in 1788, the marines dress lues 
Aborigines (if any attend — many have 
pointed out that they issued no invit: 
tions the first time round) their spea 
and süntans. But what about the rest ol 
us: ; 
I recall trying to get into a posh bari 
Singepore once in the pod eer i 

late Billy Sneddon, the fun-loving 


pointed to a sign, “Jacket and Tie o 
Sneddon. sa 
Ook, mate, a beer belly and aj 

s is our Australian na 
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EI |. By Shim Jae Hoon in Seoul 


i eost towards a collection of mic- 
x hones, answering questions put 
_ te him by the South Korean media, Pre- 
_ sident Chun Doo Hwan spoke of post- 
_ | retirement plans — such as writing a 
 . memoir that might be “helpful” to his 
. Successor and spending more time with 
. his grandchildren. 
. Looking relaxed at his 21 August 
news conference — though at times de- 
fersive when recalling the fateful 
menths in 1980 when he seized power 
. and became president under martial law 
— Chun's new image is that of a far 
| humbler man than the imperial one he 
| projected on 13 April, when he spurned 
| the opposition's demand for direct 
| presidential elections. 
| | This time, Chun opposes to be de- 
| livering a swan-song, but the press con- 
| ference was equally surprising for other 
reasons. The tough, former paratroop 
" general carefully avoided using 
| familiar language from his past seven 
years as president, such as “uprooting” 
viclence or “dealing sternly with" his 
domestic opponents. 

Although he did issue a sharp warn- 
ing against South Koreans taking a soft 
. approach towards student radicals, call- 
ing them “leftists who the most 

| serious threat along the path of demo- 

cratic development,” the tone of his 90- 

minute press session was in general con- 

cilatory. “That genuine democracy 

should take root in our country has been 

_ my unflagging conviction and belief," 
hesaid. 









— 


Chun's new line reflected the strik- 
| ing political changes which have taken 
| place in the country since 29 June, when 

| ruling Democratic Justice Party (DJP) 

| leader Roh Tae Woo pledged to meet 

| the main democratisation demands of 

| the opposition Reunification Democra- 
tic Party (RDP) (REVIEW, 9 July). - 

| ~ Having earlier put his seal of ap- 

_ | proval on Roh's eight-point plan for a 

E mere democratic South Korea, Chun, 

at nis 21 August media session, said he 

| would be turning more of his attention 

te the development of democratic 
values and institutions. 

Chun said he saw “no alternative" to 

. drafting a new constitution acceptable 
tøboth the government and the opposi- 

| tion. And he said his government would 

| guarantee a fair and honest election for 
| the next president, to be held by De- 
| cember. All democratic reforms, he 
said, including press freedom, would be 


NL 


_ | sincerely honoured. 
4 His statements portrayed him as a 
leader sincerely looking forward to the 


day, in six months' time, when he would 
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| Ahawk’s swan-song 


Chun takes a conciliatory line on democratic reforms 


step down as yropcent. Acting on these 
ledges would assure him a place in 
outh Korea's history as the first presi- 
dent to pave the way for a peaceful 
change of government — by democratic 
choice, rather than by men with guns. 

Syngman Rhee, the republic's first 
president, was overthrown by a student 
revolution. His successor, Yun Po Sun 
was deposed in an army We and the 
country's third. oven, Chun's pre- 
decessor, Park Chung Hee, was assas- 
sinated in office by his own secret police 
chief. 

The winds of change unleashed by 
Roh's democratisation 
package have indeed fresh- 
ened Seoul's political atmo- 
sphere. Policemen guard- 
ing major buildings and 
universities have been re- 
duced in number to a sym- 
bolic presence. Even their 
walkie-talkies are discreet- 
ly concealed in clutchbags 
to avoid appearing provoc- 
ative to students or citizens. 

The press, long accus- 
tomed to withholding news 
that might offend the gov- 
ernment, now aggressivel 
cover the activities of dissi- 
dent leader Kim Dae Jung, 
Chun's main political op- 
ponent. The independent 
Joongang Daily News has 
even begun a feature series 
focusing on possible presi- 
dential candidates. 

Political liberalisation 
has also made it possible for negotiators 
from the DJP and the RDP to draft a 
new constitution more rapidly. In ex- 
change for a DJP agreement to wave a 
clause requiring that presidential candi- 
dates must have resided in the country 
for the five years prior to elections, the 
RDP dropped a demand to write into 
the constitution's preamble a reference 
to "the great struggle of people of 
Kwangju” against military dictatorship. 


TE compromise opened the way for 
Kim, who returned home in 1985 
after two years of exile in the US and, 
thus, would not have been qualified to run 
in the promised presidential election 
had the DJP clause remained. In return, 
Chun has been spared being implicated 
in the proposed constitution as the fig- 
ure chiefly responsible for the massacre 
of Kwangju citizens by government 
troops Une an anti-government upris- 
ing in May 1980. 

Other provisions — a five-year, 
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| single-term presidency, the national as- 


sembly's right to investigate the admin- 
istration's policies and how they are im- 
plemented, an independent judiciary 
and a central Bank of Korea indepen- 
dent of the administration — have been 
agreed on without much fuss. 

The DJP and RDP are both propos- 
ing a host of new laws, including a press 
law that would keep the media above 
partisan politics and from coming under 
the influence of big business. While cen- 
sorship regulations have been relaxed to 
allow freer publication of books and 
magazines — other than those espous- 
ing "pro-communist" causes — it is also 
being proposed that journalists and 
school teachers be permitted to hold 
membership in political parties. 

Even laws governing the sensitive 
area of political fandrdiethe may be re- 


laxed a little, allowing for the formation 
of "support groups" for individuals run- 
ning for public office. So far, these 





groups are permitted only for political 
parties, not individual candidates. 

Fear of the military is in large part re- 
sponsible for the new atmosphere of 
compromise on democratisation, most 
political commentators here agree. For 
as much as the opposition is committed 
to husbanding and nurturing the fruits 
of their long struggle for democratic in- 
stitutions, so is Roh, who has staked his 
political fortunes on seeing his liberali- 
sation package through. 

In the heat of violent demonstrations 
in June, the choice facing Roh was har- 
rowing — to resist a growing middle- 
class revolt for democratisation and, by 
doing so, risk for the DJP a repetition of 
the ignominious collapse of the late 
Park's Democratic Republican Party, 
or gamble on democracy in the hopes of 
ensuring the DJP's survival, even at the 
risk of it losing office. 

While a failure of Roh's democrati- 
sation package to ease political unrest 
might tempt the military to step in and 
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restore law and order — leading to the 
dissolution of Chun's regime and the 
president's political demise — Roh's 
plan, if cleverly packaged and handled, 
could be presented to the voters as 

roof of his own and the DJP's role as 
eading lights for democracy. 

The current waves of industrial 
strikes have spurred the DJP and RDP 
to reach agreement on reform before 
further wildcat strikes get out of hand, 
inviting military intervention. The 
strikes, plus the prospect of renewed 
violence on campuses as students return 
from summer holidays in September, 
have touched off widespread concern 
among the middle class that an ex- 
tended period of political and economic 
eg hep in the offing. 

The danger in this is that, tradition- 
ally, the country’s middle class has pre- 
ferred military-imposed stability to a 
raucous democracy. Such instability 
brought Park to power in 1961 and 
Chun to power in mid-1980. In this con- 
text, Kim Dae Jung's recent optimism 
about South Korea's "people power" 
rings a bit false. 


4 number of presidential candidates 
has narrowed down to four key 
contenders — Roh, Kim Dae Jung, 
RDP leader Kim Young Sam and 
former prime minister Kim Jong Pil. 

Roh's campaign strategy exploits 
middle-class uncertainty about the fu- 
ture. Having staked his claim as a demo- 
cratic reformer, acting on behalf of the 
conservative military establishment, he 
sees himself capable of keeping right- 
wing army officers in check while pushing 
through a host of institutional reforms 
that South Korea needs to catch up with 
the demands of its increasingly complex 
industrial society. 

One of Roh's immediate problems is 
how to keep at bay Kim Jong Pil, who 


as Park stage the 1961 coup. Just as - 
Ro 


charted Chun's coup and helped 
oue the muscle for Chun's regime as 
ead of the Defence Security 


Com- 


mand, Kim Jong Pil aided Park and © 


founded in 1961 the notorious Korean 
Central Intelligence Agency, which 
Chun has since renamed the Agency for 
National Security Planning. 

Kim Jong Pil's native Chungchong 
region could hold the deciding votes in 
an election where the country was split 
among the three candidates from the 
politically strong rival provinces of 
Cholla and Kyongsang, from where 
Kim Dae Jung (Cholla) and Kim Young 
Sam and Roh (Kyongsang) hail. 

In the event, Kim Dae Jung would 
pet nearly all the Cholla votes, while 

im Young Sam and Roh would have to 
share the Kyongsang votes. This would 
leave Roh and Kim Jong Pil competing 
against each other for support from all 
the country’s large pores bureau- 
cracies which they have, during their 
long years in government, helped. 
However, Kim Jong Pil would have an 
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advantage because he could count on 
securing most of the votes from his 
home province. 

Kim Dae Jung, emerging from years 
of persecution, has already made im- 
pressive gains in some poor, working- 
class urban areas by demanding the im- 
mediate introduction of a full-blown 
democratic political system, accom- 
panied by a more equal sharing of the 
nation’s wealth. However, he has yet to 
explain how he will achieve an equitable 
distribution of wealth, other than saying 
he will take steps to end cheap ba 
credits to big business groups. 

In addition to drawir g on his interna- 
tional image as a “democracy martyr," 
Kim Dae Jung has begun seeking the 
mantle of a magnanimous politician by 
saying he is ready :e "forgive" his 
erstwhile tormentors. “I forgive people 
who have done so muchinjustice by per- 
secuting me, but not the repressive in- 
stitutions that made it possible," he told 
a church congregation n Seoul in ere 
August. Moving shrewdly to take ad- 
vantage of the early phase of democrati- 
sation, he is trying to make his candi- 
asi fait v — i. 

im Young Sam, a longtime rival 
of Kim Dae Jung, though united in 
their struggle for democracy, may 
suffer the most damage from Kim 
Dae Jung’s early campaigning. It is still 
unclear whether they will agree to a 
single candidacy or run separately as ri- 
vals, as they almost did in the summer of 
1980. So far, neither man has said he 
would concede to the other. Apart from 
the danger of having to share 
Kyongsang provincial votes with Roh, 
Kim Young Sam lacks the nationwide 
charismatic appeal possessed by Kim 
Dae J ung, 

Kim Young Sam's greatest assets in- 
clude a solid identification with urban 
middle-class moderaticn and his accep- 
tability to the bureaucratic elite who run 
the economy and who share his elitist 
background. Big business and the mili- 
tary have scrupulously avoided criticis- 
mg Kim Young Sam, while openly 
scorning Kim Dae Jung, as they sec 
the former as a compromise a 
positioned somewhere between Roh on 
T ena and Kim Dae Jung on the 


So the race is on while Chun broods 
inside the Blue House, contemplating 
his final months in office. Nothing short 
of a coup or an acute worsening of the 
present labour strife, compounded by a 
new student upheaval, will arrest the 
momentum set in motion by Roh's 29 
June announcement on democratisa- 
tion. 

The 1988 Summer Olympic Games, 
which Chun and his military backers 
had meant to use as a symbol of their 
rule, has ended up taking them politica! 
hostage, tying their hamds against a civi- 
lian political force which, if repressed. 
could only result in the wrecking of the 
games. oO 





Gearing up 
for change 


Suharto and others hint that 
political reform is coming 


By Rodney Tasker in Jakarta 


B: Indonesian political standards, - 





| 


which have remained almost static _ 


for the past 20 years, there is change in 


Li 


the air. President Suharto is set to re- — 
main probably until 1993, but the style | 


sonalities who safeguard it, seem to be 
going through a regeneration process. 


It is too early to know just what di- — 


rection this change will take. Since 
Suharto took command more than 20 


years 
have taken 


recedence over political 
progress, and there have been remark- 
able achievements on both fronts. But 
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now political analysts, searching for | 
something new on the horizon, detect a - 


subtie change of attitude and emphasis 
which could revitalise what must be one 
of the most lacklustre, predictable poli- 
tical systems in Southeast Asia. 


Suharto, in his National Day speech — 


on 15 August, referred to a coming 
"take-off" period. The 66-year-old pre- 
sident, not usual'y given to dramatic 
speeches, addec: "Basically, what we 
mean by the essence of taking-off in our 
national development is building on the 
basis of a strong and sturdy foundation 
in the form of conditions in various as- 
pects of life." He then listed economics, 
politics, socio-cultural and defence and 
security as the areas he had in mind. 
That was not much for analysts to get 


their teeth into, but political commen- - 


tators in Indonesia are used to public 
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statements by leaders which tend to be 
inspirational and abstract rather than 
hard indicators of what is happening or 
about to happen. The cardinal rule is 
that only one man, Suharto, can order 
amy meaningful change. 

Yet change, however subtle, appears 
te de on the way. The feeling is that “na- 
tional development” and “a disciplined 
political structure” may no longer be 
acceptable catch-phrases for a system 
which is now being dented by economic 
uncertainty. The uncertainty has come 
about because the country can no longer 
rely on immense oil-production rev- 
enues or attract the volume of foreign 
investment it once enjoyed. And there 
is a muffled cry for a fresh injection of 
democracy, particularly among the 
grewing ranks of young people who can- 
not remember the pioneering post-inde- 
pendence days. 

Two political milestones are coming 
up which encourage the pundits to 

culate on the future. In March 1988, 

arto will be re-elected — he is the 
only candidate — to serve what will al- 
most certainly be his last five-year term 
as president. The following month he 
wil choose a new cabinet to help under- 
pin his final years in power. 

Many in the incumbent cabinet, par- 
ticularly the technocrats who have 
guided Indonesia towards a large de- 
poo of economic stability, have served 

or as long as 20 years, and it is thought 
that as many as half the current minis- 
ters will have to stand down or retire. 


cenis doubtless now envisages a 
itical landscape which will prove 
berign for his final vears and hospitable 
to whoever succeeds him. At the same 
time, he must ensure that his main con- 
stituency, Abri — the armed forces — 
ts to a role of political watchdog, 
rather than the iow ot position in the 
political vanguard it has enjoyed since 
independence, while enforcing security 
forthe 170 million people of this sprawl- 
ingcountry of nearly 14,000 islands. 

The two issues are intertwined. Abri 
presents the authoritarian face of a poli- 
tical system which Suharto appears now 
to want to soften to meet the expecta- 
tions of professionals and businessmen 
who do not see why their lives should be 
so regulated. Peasants too, in this large- 
ly agricultural country, see no domestic 
security threat to justify an authori- 
tartan society. 

An indication of the mood was ar- 
ticulated at a recent high-level seminar 
organised by the daily newspaper, 
Ki . Participants in the seminar in- 
cluded Sarwono Kusumaatmadja, sec- 
retary-general of the ruling Golkar poli- 
tical group, Roeslan Abdulgani, politi- 
cal adviser to Suharto, and Abdul- 
rahman Wahid, leader of Nahdatul 
Ulama, a large and influential Islamic 
group in predominantly Muslim In- 

onesia. According to the Kompas re- 
por: of the seminar, all the participants 
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agreed there should be political change. 

The three urged the government to 
give more freedom to Indonesia’s three 
authorised political bodies — Golkar, 
the Indonesian Democratic Party and 
the United Development Party (the 
Islamic party). They criticised the 
government for its tendency to be too 
authoritarian and said voters tended 
to be apathetic because the concept of 
democracy was unclear. The fact that 
three such leading figures criticised the 
government in this way, and that the 
story was published in a normally care- 
ful press, indicated that some form of 
political change was indeed in the wind. 

Political analysts in Jakarta still talk 
about a speech on 20 May by Abri chief 
Gen. Benny Murdani, a powerful 
Suharto loyalist. The speech, titled 
“National Discipline and Development 
of Our Democracy,” caused a great deal 
of speculation in the press along the 
lines that Murdani was being vaguely 
critical of Suharto’s system, even 


though the wording was decidedly 
abstract. After going into details of the 


historic struggle for democracy since in- 
dependence, Murdani said “. . . no mat- 
ter how good the political system of a 
nation is, its implementation and bene- 
fit depend on the people who apply the 
system.” 

Murdani criticised the general lack 
of understanding of the functions of the 
DPR, the country’s tame House of Rep- 
resentatives, and MPR, the People’s 
Consultative Assembly, which elects 
the president. While stressing that disci- 
pline was necessary in a democratic sys- 
tem, he said that obedience and loyalty 
“might produce humans who are like 
robots, or automatons, that move only 
when commanded.” 

Among the many interpretations of 
Murdani's speech, and subsequent ones 
dwelling on the need for democracy, 
one popular view is that the general was 
trying to broaden his political appeal. 
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Murdani reaches the age of 55 in Oc- 
tober and therefore had to submit his 
resignation to Suharto six months be- 
fore this date, in = 

Suharto accepted his resignation in a 
letter which was mysteriously circulated 
around Jakarta, presumably by Mur- 
dani's political enemies. In fact, the pre- 
sident's acceptance of the resignation 
was pro forma, and Murdani has been 
given a one-year extension in an active- 
reserve officer capacity — Suharto can 
extend senior officers' retirement until 
they reach the age of 60, if he wishes. 

However, it is thought that when 
Suharto forms his new cabinet next 
April, Murdani might be moved to the 
less powerful position of defence minis- 
ter, replacing Gen. Poniman. Diploma- 
tic sources said the move is already anti- 
or pe by Murdani and his followers, 
who are surprised that their leader may 
not be kept in his powerful position at 
the helm of the armed forces right 
through Suharto’s last term. 

If indeed Murdani is to be removed 
as Abri chief, this may reflect Suharto’s 





familiar style of keeping his loyal 
lieutenants off-balance enough not to 
acquire grandiose ambitions. Both 
Suharto and Murdani also appear to 
share the view that Abri should be a 
partner of the civilian political force, 
rather than the political leader, in shap- 
ing the country’s democratic progress. 
While Suharto, in recent speeches, has 
stressed Abri’s dual role of taking part 
in civilian administration as well as act- 
ing as the security militia, Murdani — 
sincerely, sources close to him say — 
has dwelt on the fact that the armed 
forces should never use their military 
muscle for political purposes. 

From Suharto’s point of view, while 
Abri has underpinned his regime up to 
now, and knowing his successor will at 
least have to have military backing, 
being replaced by a purely military man 
would smack too much of a military re- 
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government is heavily Wes be re- | 
tired or serving military officers, and the 
president may want to dilute this image. d H | S M A S T E R P | E (e E 3 

One scenario has it that if Murdani 
moves to the Defence Ministry, his posi- 
tion as Abri chief will be assumed by 
army chief-of-staff Gen. Try Sutrisno. 
Unlike the Roman Catholic Murdani, 
Try is a Muslim from Central Java, but 
though a personable character, his cri- 
tics say, lacks Murdani’ “inner 
strength” and powerful image. 

n 53, an army engineer by train- 
ing, has enjoyed Suharto's personal 
support in his swift rise to military 
leadership, having served for nearly 10 
years as the president's aide de camp, 
moving on to take commands in 
Sumatra and Jakarta before reaching 
his position as army chief. 


Ao Murdani — because he is a 
Sumatran rather than a Javanese, a 
Christian rather than a Muslim — can- 
not aspire to become president, his na- 
tural rival, retired lieutenant-general 
Sudharmono, can. As state secretary, 
Sudharmono wields power over the na- 
tional and regional bureaucracy. In effect, 
he is a prime minister in all but name. 

After the March presidential elec- 
tion, political pundits predict that 
Suharto will either choose Sudharmono 
as his vice-president, largely a ceremo- 
nial position, or move him to replace the 
ageing Amir Machmud as speaker of 
the House of Representatives. He 
might even replace the influential 
cabinet secretary, Murdiono. 

Apart from the personalities with 
whom Suharto will surround himself in 
the final stretch of his presidency, politi- 
cal analysts are closely watching the 
formation of the state guidelines by a 
committee of nine government experts. 

If Golkar secretary-general step JB. 
views on the guidelines are an indica- i 
tion, they will concentrate on more BL ANC PAIN i 
democratic values and the need to 
jolt the country's lethargic economic 
system. | 

Sarwono, who is tipped for a ministe- 
rial post in the new cabinet, told the 
REVIEW: “We feel that now is the time | 
for the government to look at its own | 
role. We have seen that sometimes the 
government tends to do too much out- 
side the boundaries for which a govern- - 
ment is meant to play a role." He com- 
plained of excessive regulations govern- 
ing economic progress, which had led to 
complaints from the business communi- 
ty, and Indonesia dropping behind its 
neighbours in economic growth. "We - 
feel it is time to relax controls," Sar- . 
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voice in Peking 


By Ted Gup 


The days when writers — as the voice 


of the propie. — were subjected to perse- 


cusion and exile are gone for good. 


Liu Binyan, May 1985 


E: year, some 10,000 letters, many 
of them investigative tips, are de- 


livered, one sack after another, to a flat 


in zhe eastern part of Peking. The flat 
to Liu Binyan, China's legen- 
dary investigative reporter and a man 


.| whom many in China see as a symbol of 





their yearning for democracy. 
opens each letter himself. 


| “There i is the fate of one person or an 


rtant event in each envelope," he 


| said in an interview at his apartment. 
1 mM they are about the dark side 


and negative things. Although now 
. my position is good and my life is good, I 
. have not been cut off from them — the 


. common peasants and the workers and 
_ the intellectuals. When they have been 
|» treated unjustly they come to me." 


That was in July 1986. Six months 
later, it was Liu himself who wasin trou- 
ble Deng Xiaoping, China's top leader, 
blamed Liu, 62, for helping to inspire 
last winter's student protests in which 
thousands of students marched through 
the streets in several major Chinese 
cities. Liu was thrown out of the com- 


Monied friends 


Fe 





munist party and attacked in the official 
press. Now there are unconfirmed re- 
ports that he has lost his job at the Peo- 
ple's Daily. Since the crackdown, Liu 
has turned down interviews, shunned 
public appearances and disappeared 
from print. In a word, he has been si- 
lence. 
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Bound of a silenced 


At the same time, the government 
has publicly tried to reassure its own 
citizens and foreign governments that 
its reform programme is still on track 
and that the crackdown was limited to a 
handful of "bourgeois liberals" chal- 
lenging socialism and the authority of 
the party. But some China watchers, 
looking iin ond the public rhetoric, see 
the fate of Liu as a truer measure of the 
country's commitment to democracy 
and the long-promised political re- 
forms. 

During a two-day interview last July, 
Liu spoke of his life, his work and his vi- 
sion of China, providing an insight into 
why many consider him to be the voice 
of China's social conscience. Publica- 
tion of that interview, perhaps the last 
he gave before becoming the subject of 
official discipline, was delayed because 
of uncertainty about his situation. 

Liu is a study in the implausible: à 
muckraking investigative reporter in a 
communist country; a champion of 
democratic ideals who remains a lead- 
ing Marxist theorist; a bookish man who 
dislikes confrontation but whose ideas, 
officials say, helped kindle the student 
protests. 

In China, where even casual criti- 
cism of the government can be perilous, 
Liu has made a living by exposing offi- 
cial corruption and bureaucratic insen- 
sitivity. His writings, both reportage 
and thinly veiled fiction, have elec- 
trified readers. His articles are some- 
times clipped from newspapers and sold 
on street corners, then passed from 
hand to hand until they fall apart. 





the key phrase in China's policy towards Hongkong. 


The Wong- 
litany of “coo 


Kam partnership is another example in the 


ns" between the communists and 
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.— By Emily Lau in Hongkong 

|» JA n odd couple has ustry in 
H ong — the Jademan a de Com Connie. So Some 
would call it an unholy alliance, but such a is becom- 
img more commonplace in the British territory, set to be- 

Oat ce Ces Spay em a 
ony Wo un- wn as Wong 
Jademan Heap he Ag sere publishing comic 


books, and veteran pnma te Kam Yi a member of the 
Chinese Communist Party, have teamed up to publish a fi- 
nancial daily newspaper in Hongkong. It will be called the 
Hong Kong Financial Times and, if the management 
can overcome staffing problems, will be launched this 


month. 

Neither Wong nor Kam have any experience in financial 
jeurnalism but qui. es Hongkong needs à second 
Chinese-language daily to compete with the suc- 
cessful Hong Kong Economic Journal, which is estimated to 
have a circulation of around 50,000. Wong told the official 
Los repaid ados Gad mre airs eain ere 

is v t cannot sa mands o 
ep Mio dy . He said the aim of 


his newspaper is to prompto: "prosperity and stability," 


capitalists to cash in on Hongkong's current economic pros- 
perity and to expand Chinese influence in the territory. It is 
also the first time a communist party member has been in- 
— to run a non-party local newspaper. 


, 37, is the ed comics and cartoonist king. 
He pee | Jademan Holdings Ltd which sells over 2 million 
copies of comic books a month, with popular sub- 


jects like kung fu, sex and movie stars. Jademan H 
was floated as a public company in July 1986 and Wong 
said to be awash with cash. 

Earlier this year sg , he purchased 70% interest in the mass 
circulation Tin Tin Daily rise owned by veis wl. bg e build- 
ing contractor and Legislative C | 

Wong's partner in the financial journalism venture has 
been editor-in-chief of the local communist organ Wen Wei 
Po for 30 odd years. In 1983 he was to P but 
returned to Hongkong a im later to conduct a feasi P 
study on an overseas n of the Economic Daily, an 
organ of the Chinese rem Council. The project fell 
through, but Kam remained in H erp neg he 
has retained his directorship of Wen Wei Po. Kam 
applied for retirement, but was turned down by the party. 

Kam said Wong him three times earlier this 
year to be publisher 
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change anything. There is a need for 
| more democracy." — ad 
| Liu has stybbornly clung to that | me: - cursing very hiai rt 
view. He said that even though he was | are cursing me. because that is 
barred from writing from 1957 until | was treated, as a dog,” said Liu 
| 1979, it did not really matter, given the | ing his internment during the Cult 
| limits he says were placed on others who | Revolution. © A 
. could write. His father, who worked as “In 1968 I felt the worst.” Liu was 
| an interpreter for the Russians on a rail- | cused then of being a Soviet spy a 
way in northeastern Ctina, had told him | tranor. “If it were not for my fam 
as a boy: "When you can’t tell the truth. | might have committed suicide. T cons 
you had better say ncthing." “I could | dered it, but later I decided if I died, no 
not have written abou: real things," he | one would know the truth.” : 
said. “I couldn’ thave written about any- Liu was sent to a labour camp i 
thing of any value." southern Henan province, and forced t 
live-in a so-called “cowshed” with othe 
i. 1979. when Liu was pronounc- | political prisoners. “I and my wife wer 
ed “rehabilitated” and allowed to ' in the same camp but we couldn't speal 
resume his career as a writer, he has | tc.each other even when we met,” sak 
deen on the staff of the People’ s Daily. Liu. “When the children came to visit 
Often his articles have been too con-. the» were not allowed to speak to me 
troversial for the "party's paper," and | During the day we worked in the fielc 
have appeared in journa sand magazines | and sometimes we worked through 
not under the state's direct control. | night as well. When the weathe 
Liu has become a focal point for | bad. when the wind blew and 
. winter's student protests, Liu had been | Chinese intellectuals. a term used | fell; the good people [those who 
 amaninhisglory. Lastsummerin parti- broadly here to include college | political criminals] were allowed 
cular had been a period of optimism in | graduates and those who work more | political study, but we had to do d ut 
Peking, a time when the state appealed with their minds than their hands. | work.” | 
for broader self-expression. Liu end “The change for Chinese intellectu- | Ih his sleep, Liu relives the pa 
some other leading intellectuals were | als is very obvious. From the 1950s tc | “Anybody who stays in the same roo 
convinced that they were witnessing a the beginning of the 1930s, the path was | with me knows I have nightmares : 
profound and historic change in.Ch:na | very narrow for Chinese intellectuals. If | most every night," he said. His 
— the awakening of the individual. | vou wanted to be a politician you had to | nodded. "He talks in his drea ' 
Liu believes that some conflict be- lie, so those people whe were honest did | wakes me up." — | 
tween the state and the individual isin- ^ mot want to become politicians. If you “Sometimes,” said Liu, “I dre 
evitable, particularly at the local level, wanted to be a writer or do scientific re- | am starving, and I want somet 
but that “the Chinese Government is . search, the only choice left was to be a | eat out there is nothing. Then I ap 
changing its policy and its system...” — bureaucrat. nly by becoming a | or the street, naked. Everyone is s 
- and that the fate of China's modernisa- bureaucrat did you have a future. Now | ing at me as at a ghost.” Ofte 
tion drive is linked to its ability to re- _ the situation is totally different, and the awakes in a cold sweat. - 
form the political system: “If the system intellectual can do as he pleases,” he said. Even the sound of rustlin 
doesn't change it will be difficult. to . But Liu cannot escape the psy- | frightens him. It reminds him : 


But Liu has paid an awful price for 
his work: in 22 out of the past g years, 
he has been forbidden to write, Self- 
taught in Russian, Japanese and Eng- 
lish, he was once stripped of his position 
as a senior editor and writer and forced 
to work as a janitor tending coal for 
boilers and cleaning up the yard. Later, 
he lived as a peasant planting rice in a 
labour camp. He was forbidden to talk 
to his family for four years. And for the 
. past eight years, he has been tormented 
by the same nightmare every night: :m- 
agining himself naked on a road, his 
words meaningless to those around : 
him. 
Liu is a pensive man with squared 
shoulders and silver hair. 
Beside him sat Zhu Hong, his wife | 
of 35 years. She needled her husband | 
playfully during the interview. "I think | 
he's a bit naive,” she said. “He doesn't | 
know how to make people like hm, 
especially his superiors, 
Until the crackdown following last | 
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— "dt was iow rit beyond my- contr 
< vealed that Wong has also asked him to take charge 
Tint daily News, t he declined, Kam stressed he would not 
ee king" for Wong; they wi justbe partners. “My onl 
us -bossi is the country, the party,” he said 








In the past few months, the newspaper has been j wor 
! problems. has reportedly said he would. 





with s | 

, pot up HENO million (US$1.3 million) to finance the 
| per, which he hopes would have an initial cir- 
culati on of 50,000. In June about 10 :o includ- 











o The dispute was mainly over pay. Michael Wo 
. malist from the Chinese-language Ming F | 

` failed Financial Daily, was made edit 
s wea This was followed i rie of more res 1 


months in 1957 when all around him 

e were making posters accusing 

im ef being anti-party and counter-rev- 
olutionary. 

"July 8, 1957, that was the day my 
world collapsed," he remembered. On 
that day he was sitting in the third-floor 
canteen at his Shanghai newspaper 
when he was accused of being a “right- 
ist," a term applied then to thousands 
who were persecuted for criticising the 
state or the party. What Liu and others 
had done was to take the government at 
its word when it called for a greater free- 
dom of expression. "Let a hundred 
flowers bloom and a hundred schools 
of thought contend," Mao Zedong had 
urged. Liu answered the call and was 
ensnared. 

He had criticised the party in Shang- 
ha: for failing to allow greater freedom 
of expression. One article was singled 
out Dy an angry Mao. In addition, un- 
known to Liu, his colleagues secretly 
read the diary he kept in his desk 
drawer. His diary was held as evidence 
against him. 

One of Liu's close friends, himself 
under attack as a rightist, testified on 
Liu s behalf, then excused himself from 
the proceeding, walked to the sixth 
floor and leaped to his death. There 
were many suicides in those days. “I lost 
everything," said Liu. "I was deprived 
of all rights. I became a peasant. I had 
no salary. I was expelled from the 


m. 

rough it all, Liu has remained a 
Ma:xist, much to the consternation of 
those officials who would like to dis- 
credit him. Liu says he envisions à 
"higher democracy than capitalism," 
and insists that communism and demo- 
cracy are not incompatible. “On the 
conii Liu argued, *without demo- 
cracy, there is no communism. 


Yes, Minister 


By helene Chung in Peking 
yee Ruocheng, China’s debonair 
deputy minister for culture, says he 
hasJittle sympathy for Liu Binyan. In a 
recent interview in Peking, Ying, whose 
success has stretched from the stage to 
film to the inner circles of power, 
| the | rang Liu with the as- 
ysicist Fang Lizhi and the writer 
Wang Ruowang as intellectuals who de- 
served to be attacked by party leaders. 
*What they were after was to throw 
socialism out of the window," Ying said 
of the three who came under early and 
severe criticism early this year in the 
campa dubbed “anti-bourgeois 
liberalisation." Ying said they were 
“three im t communist party 
members responsible positions” 
whom the party had a right to dismiss. 
Ying’s reputation as an actor pre- 
ceded his tical clout, in large part 
based on his role as Willy Loman in 


“Why didn’t we deal with this issue 
well in the past? Because we established 
a socialist society in conditions that 
were under-developed and immature. 
Our economy was so far behind. It’s not 
the condition Marx or Engels assumed. 
Simply gph A when people need to 
solve the problem of getting a meal, 
when the stomach is empty, there is not 
much interest in democracy. The 
first thing is to fill the stomach and 
survive,” 


L iu may be covetous of Western journ- 
alists' freedom, but he is also criti- 
cal of those Western journalists he calls 
sensationalistic and socially irresponsi- 
ble. He shares with his Chinese col- 
leagues the belief that it is irresponsible 
to write about social problems for which 
there are no remedies. He cited the case 
of a large Chinese city where, he said, 
the incidence of cancer is high. He said 
he would not write about the cancer rate 
there because China does not have the 
resources yet to solve the problem. 

Liu had said he felt invigorated by 
what he saw as China's progress towards 
democracy, progress that had benefited 
him directly. Even last summer Liu said 
he knew the way to democracy would 
not be smooth. “There are some people 
who still have old ideas in their minds. 
They will think this is too free," he had 
said. What Liu could not have antici- 

ated was that six months later Hu 

aobang, then party general secretary 
would be asked to step aside, thus re- 
moving one of his behind-the-scenes 
supporters and making him more vul- 
nerable to attacks by hard-liners. 

Liu's works have exposed corruption 
in a variety of public institutions includ- 
ing local government, à hospital and 
even a provincial newspaper. His best 
known work, People or Monum, pub- 


Death of a Salesman when it was per- 
formed in 1984 in Peking under the di- 
rection of the playwright, Arthur Mil- 
ler. Even as Sopety minister, though, 
Ying acted in Bernardo Bertolucci's 
film The Last Emperor. 

Speaking from his office in Peking, 
Ying linked the dismissals of Liu, Wang 
and Fang to the student demonstrations 
which erupted at campuses across the 
country at the end of last year. Fang, for 
instance, was deputy president of the 
university in Anhui province, the site of 
some of the earliest demonstrations in 
which students called for more freedom 
and democracy. 

is. said Fang was dismissed only as 
an rator, not as a scholar, a role 
Fang has continued to pursue both in 
China and abroad. 

Ying defined “bourgeois liberalism” 
as “advocating a totally Western system 





lished in 1979, documented massive c 
ruption in a county government. L 
year Liu published A Second Kind 
Loyalty, in which he questioned the 
tion of blind obedience to the party. 

His advice for young Chinese jo 
nalists is direct. “First of all, the c 
phasis should be on the courage of 
journalist." He repeated the wi 
in. English: "Courage! He shoulc 
consider himself first. As a writer o 
journalist, one should be a bit of a fc 
that is, not think too much about o 
self. 

"You can write very good thi 
under the current situation," he ! 
said. "My experience is that if they 
you 70% of freedom, you can use 7 
The trouble is that some people only 
5095. They are afraid to go further." 

In 1979, Liu had told a gathering 
writers in Peking: "I have awoken t 
hard fact. In today's China, if « 
speaks or writes and does not in 
somebody's opposition, one might 
well not have spoken or written at 
One has no alternative. The only al! 
native is to cower in a corner and fal 
lent. But if we do that, why live?" 


t 


Ying: an actor with clout. 


of government, notably the Jeffei 
nian idea" of a separation of powers 
tween the administration, legislat 
and judiciary. 

"We're not saying that we do 
need checks and balances. We do. 
we do not think China can afford | 
kind of luxury . . . that is not the c 
way to define democracy." 

He said that China's goal is : 
modernisation through economic 
form. The student demonstrations, 
said, threatened China with intolerz 
social upheaval. “We certainly can 
afford to have chaos, civil war or pec 
in the government trying to t 
each others' efforts." 
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We document the world. 


Document processing. It's a new way of describing what's 
been going on in the office since there was an office—the 
creating, copying, distributing and filing of ideas. 


Why a new description? Because the documents have 
changed and the process of producing them has changed. 


Today, a document can be both a piece of paper, and an 
electronic image viewed on a workstation screen. And 
document processing is no longer just typewriter and copier. 
but computer systems, advanced electronics and laser 
technology. 


Xerox planted the seed for this "new" world with the 
invention of today s office copier. (For the first time a quality 
document could be turned out, instantly, with the push of a 





XERO 





button.) Since that time, Xerox has introduced a steady 

stream of products and systems that go far beyond simple 
copying. Laser printers. Complete publishing systems. 
Typewriters that remember. Facsimile machines. Workstations 
for the creation of the new electronic document. And, most 
recently, scanners and electronic filing systems that move 
documents back and forth between the world of electronics 
and the world of paper. As a result of these innovations, 

Xerox is at the head of the class in document processing. 


What does this mean for your world and the productivity you 
strive for? 


Today 5 businesses are judged by the documents they turn out. 
And it's not just how good they look, but how effective and 
persuasive they are in communicating their content that 


m m 


) 


Jetermines whether a business lives or dies. Xerox 
leadership in document processing can give your business à 
potent competitive advantage by makiag your documents 
great looking, easier to produce, and more compelling than 
ever before. 


Document processing from Team Xerox. It is our heritage, our 
day-to-day bus. ness, and our role as a leader in office 
productivity. For more information about document 
processing and what it can do for you, write or phone your 
local Xerox office. Whether it's printed on paper, seen 

on a screen, a perfect copy, or a brilliant original — what you 
see 1s what we do. 


Team Xerox. We document the world. 
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effect. setting a new record for 
reliability. 

During its first year of opera- 
tion at Kenya Airways, the -80C2 
experienced not a single engine- 
caused flight cancellation. And 
despite utilization of over 12 hours 
a day, and hot, tropical temper- 
atures, the engine has maintained 
an on-time departure record at an 
extraordinary 99.9%. 

No wonder some 30 airlines 
have selected the CF6-80C2 as the 
preferred engine for their new 
widebody aircraft. So far. 


Promises Count. 


Wild animals still roam free on the African plains, 


not far frem Nairobi, where Kenya Airways makes 
its headquarters. 
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Battle for the vase 


Jade and Fire by Raymond Barnett. Random House. US$19.95 


n 13 December 1948, Chinese com- | bathing and learned to read by kerosene 


munist armies fresh from a string of 
successful campaigns in Manchuria 


completed an encirclement of Peking | 


(called Peiping at that time) and unable 
or unwilling to breach the city's de- 
fences, commenced a 40-day siege. Far 
to the south Chiang Kai-shek was preoc- 
cupied with holding back the tide of 
Mao's advance through the Hsuchow 
plains and consequently made no effort 


à 
i 


lamps and grope their way through long 
December nights. 
Meat and eggs were in short supply 


. but the likelihood of a siege had been 
foreseen for many months and provi- 
. dent families had laid in reserves of es- 


sential foods. Refugees and the poor 
suffered the most, from hunger, the 


_ freezing cold, and from forced conscrip- 


to relieve the beleaguered garrison in . 
or hysteria but resignation, wrote A. 
- Doak Barnett who was then writing for 


the old northern capital. A polo field 
near the Legation ariar was hastily 
converted into an air strip, but the C-47 
transport planes which landed there 
ips mail rather than guns and took 
out Nationalist VIPs fortunate enough 
to obtain evacuation passes for them- 
selves, their families and concubines. 
The Kuomintang (KMT) mandate 
was expiring. Madame Chiang was in 


Washington to plead for more aid but — 
Truman had made up © 


this time Har 
his mind that he would not give “one 
nickel more." Military defections to the 
communist side were now measured b 
whole armies rather 
ions. Middle-class support for the 
Nationalists was turning to dust. Infla- 


tion had destroyed the meaning of sav- | 
ings, insurance and salaries. Graft and © 
bribery had become à pex D for | 


everyone on fixed incomes. In Theo- 


dore White's apt phrase, “a gangrene of — 
the spirit" had set in among urban — 
Chinese who had little sympathy for . 
Mao’s cause but had come to realise that _ 
inept - 


the perc corrupt and 
Nationalist regime no longer represent- 
ed "China's destiny.” 

And yet life went on in Peiping. 
Honey cart drivers managed to trans- 
port their loads of nightsoil out across 
the battle lines, following an ageless im- 
perative that transcended the partisan 
feuding of the moment. While military 
authorities in the city made feverish pre- 
paration for the unlikely contingency of 
street fighting, civilians grumbled about 
acts of military vandalism, the tearing 
down of state archways over Ch'ang-an 
Avenue and felling of beautiful old trees 
to build roadblocks. 

The city's electricity supply came 
under communist control on the 15th 
with the "liberation" of the municipal 
pue plant. With well-calculated pub- 

ic relations fanfare the communists 
would announce every few days that 
lights and water pumps would be turned 
on for a few hours to allow the 2 million 
people in the city periodic respite. The 
rest of the time, citizens simply gave up 
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than battal- — 


outside the 


tion. 
The prevailing attitude was not fear 


the Chicago Daily News. “Peiping has 
seen many conquerors over the cen- 
turies and doesn't pay a great deal of 
attention to most of them," one 





philosophical citizen told him. US dip- 
lomat John Melby flew into the city to 
observe: "There is something eternal 
about the peace and sophistication of 
Peiping which I doubt anything can ever 
ruffle." 

By the New Year, Peiping was the 
last Nationalist-held redoubt between 
the Yangtze and the Siberian frontier. 
In command was Gen. Fu Tso-yi. By 
history and disposition, however, Fu 
was not a Nationalist officer. Totally 
Generalissimo's central 
army, Fu had spent his career clashing 
with both the Nationalists and the com- 
munists as well as the Japanese invaders 


and anybody else who challenged his 
. authority in Shanxi anc the Inner Mon- 
. golian frontierlands where his highly re- 


garded troops held sway. 
In 1947, Gen. Fu was one of the 


last surviving warlords, generals with 
private armies loyal to their command- 
ers rather than nation or cause. In that 
year, the Generalissimo recognised Fu's 
de facto power around Peiping by com- 
missioning him as chief of the “bandit 
suppression headquarters" for all of 
northern China. Alas, no matter how 
well disciplined and trained, Fu's troops 
proved no match for Lin Biao's Fourth 
Army “bandits” who gradually isolated 
Fu in Peiping and cut him off from his 
hinterland detachments, thus setting 
the stage for the historic siege. 

I: is this place, Peiping, these few 
historic moments. December 1948 to 
January 1949, Gen. Fu against the com- 
munists, that Raymond Barnett ca 
tures in such richly textured detail in 
Jade and Fire, the most engrossing, 
vivic, and sound piece of historical fic- 
tion on China by a Western writer to ap- 
pear in many years. 

The book begins with a historic inci- 
dent, the fiery immolation of the prior 
of Peiping's White Cloud Temple 

Bai Yun Guan) on Christmas 
ay 1948. Readers bent on 
examining the scene of the crime 
can still do so — the large, nicely 
restored complex is the only 
working Taoist temple in the 
capital. Barnett uses the actual 
murder of Prior An Shih-lin as a 
vehicle to explore monastic liv- 
ing and morastic rivalries and to 
introduce a cast of fictional charac- 
ters includirg Bei Menjin, Chief 
Inspector of the Peiping police 
and Meiling. a political agent and 
lover of the murdered prior. 


Bez sophistication and stolid 
northerr virtues make him 
a perfect yang complement to 
Meiling's yin. As the paths of 
these two central figures cross 
and eventually converge, Barnett 
fashions rtunities to draw 
us into t machinations of 
siege politics and a string of e- 
some bordello murders which test Bei's 
forensic mettle and the reader's 
stomach. But there are also matters of 
the heart. Bei is as cultivated as he is 
sharp-eyed, a connoisseur of tea who 
does his best brainstorming while sip- 
ping cups of Jade Valley green from 
Hangzhou. And now he is in the midst 
of what the next generation would call a 
mid-life crisis. Enter the beautiful Mei- 
ling. master of Taoist arts, martial and 
erotic. 

The relationship between the inspec- 
tor and the beautiful Meiling slowly and 
convincingly deepens as the (fictional) 
connection between the killing of the 
prior and the larger political drama of 
the siege unfolds. 

Barnett has researched the historical 
record well. He knows the mood and 









the events of the period and he knows 
the minds of Gen. Fu and his com- 
munist adversaries. The communists 
had built up a momentum and an advan- 
tage in numbers and position that left Fu 
doomed. Nonetheless, in addition to his 
own cunning and well-deserved reputa- 
tion as a survivor, the old warlord had 
assets which could not be overlooked at 
the bargaining table. One was the mud 
and brick city wall, 40 ft high and 
wider than Fifth Avenue. It was an awe- 
some barrier to infantry assault when 
defended by Fu's 200,000-man garrison. 

But vastly. more important that any 
such tactical consideration was Fu's 
awareness of the fragile character of the 
ancsent city. The author imagines the 
general's likening the city to a precious 
vase: "He smiled at the image. The vase 
couid survive only if he voluntarily gave 
it up. He knew the communists in- 
tended to legitimise themselves and 
them conquests by establishing their 
capital at Peking. They needed an intact 
Pekang, a capital where the continuity of 
China's history and their role in that his- 
tory was plain for all to see. If they des- 
troved the city, they destroyed their 
carefully wrought image of themselves 
as constructive builders of civilisation 




























The twists and turns of plot, the col- 
ourtul detail and the explosive conclu- 
sion put Jade and Fire in the class of For- 
syth and Le Carre thrillers. And indeed 
the true-life resolution of the siege was 
hardly less incredible than Barnett's fic- 
tional embellishments. Peiping's ordeal 
came to an end when Gen. Fu signed 
a ceasefire agreement on 22 January. 
Communist troops waited for a full 
week before seming Fu's “precious 
vase," thus allowing for a face-saving 
withdrawal of KMT armies and the re- 
moval of pictures of the Generalissimo. 

Gen. Fu, who only weeks before 
had been high on Mao's select list of 45 
"war criminals" facing revolutionary 
justice, slipped into E obliv- 
ion. Ten months later, on 1 October 
1949, when Mao proclaimed the crea- 
tion of the People's Republic of China, 
the old warlord surfaced and was ap- 
pointed as the new government's first 
minister of water conservancy and con- 
currently as a member,of the People's 
Revolutionary Militaéy Council! He 
died in 1974. 

Jade and Fire is more than just a 
good read. It is good history engagingly 
told, a first novel by Barnett who is a 
college professor and biologist. One 
final feature recommends Jade and Fire: 
the author has succeeded in writing a 
367-page book about China in which all 
the characters, major and minor, are 
Chinese. it is a measure of his easy 
familiarity with China that he has not 
felt the need to turn China into a 
backdrop for Western adventurers, 
priests, peces diplomats, and 
femmes fatales as Western writers 
have so often done. — John H. Boyle 
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that made it the great city it is." 
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The evanescent capital 


introducing Tokyo text by Donald Richie, photography by Ben Simmons. 
Kodansha International. US$19.95. 


Fer has the most confusing address system in the world. Or, rather, it has 

system at all. Streets are not named, plots not numbered, and 

addresses are in order of construction instead of location. It is thus 

to find your way to an unfamiliar address. Even your taxi driver will 

not have a clue. So draw little maps for their visitors, and even then one 

can get very confused. There is little to justify such a stem. Yet Donald 

, in his interesting introduction to a -overdue book on one 

of the most fascinating cities in the world, calls it one of *the charms of 

Tokyo." “The wanderer,” he says, “often becomes gloriously lost." Well, 
Richie must love his adopted city very, very much. 

I love Tokyo too, and neither Richie nor I would have much trouble ex- 
pla our shared passion to each other. To explain it to the casual, first-time 
visitor is another matter, however. Tokyo's charms are elusive at best. Ben 
Simmons' glossy pictures, well reproduced p iere thi an I—M" 
pression of the brassy, dynamic, spectacular, fash , relentlessly 
side of Tokyo; but its charm? Hardly. 

So why do we love Tokyo? What is its charm? Richie makes the point that 
the city evokes nostalgia, not despite its modernity, its constant change, but 
p because of it. *So 
much of what one remembers 
[from last year, or last month, 
or last week] is now gone." 
What is left, in dusty forgotten 


eir rimas rm dns 
Anything the smell of his- 


ph presence 
of something from the past; it 
can be in a name — prompts a 
bitter-sweet feeling of loss, of 
decay. Richie calls Tokyo the 
Evanescent Capital. 

Another clue to Richie's 
love of Tokyo is the number 
of times the word * " 
crops up in his text. Tokyo, of 
all the world's t cities, is a 
! richness and 





Los , and 
 ingly, Paris and London. 
Those who like their big city life to have an edge to it might at times find Tokyo 
a little bland. The w thing lik to n to the late-night stalker is a 
drunken “ 4 sick all over his shoes on the subway. 
There is crime in Tokyo, but it is w . Ov con- 


frontational behaviour is rare. There is none of the “hurry up pal, I ain’t 
got all day” kind of talk one gets in New York or Paris. Japanese appear to 
rather like . At least, sometimes they do. They also like to get away 
from it. An aspect of Tokyo, which the photographer could have 


shown us more of, is the quiet though congested privacy of 


Tokyo. 

Richie is at his best describing the parts of Tokyo he evidently likes best: 
the fading charms of Ueno, the charms of uku. He is at more pains 
to tell us what is so wonderful about places, like Roppongi, say, where the 
smell of history is less pronounced, or even wholly absent. The hysteria of 


fads, one feels, betrays a rootlessness, a sense of being cut off com- 


, And yet, Rickie ia 


quite right to say that modern Tokyo “is again almost 
Edo-like in its , its unabashed consumerism, its i 
and quite ukiyo-esque charm. And though its modernity is evident on every 


corner, Tokyo somehow manages to suggest something of the varied history 
— lan Buruma 
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Freighter tomorrow. 


Through years of rugged service in war and peace- 
time, the C-130 Hercules aircraft has earned the admira- 
tion of pilots and mechanics all over the world. Its simply 
one of the most dependable planes in the air. 

But it's also one of the most versatile. It converts from 
aerial refueling capability to cargo handling in hours, and 
delivers outstanding performance on either mission. 

Asa tanker, the Hercules aircraft carries 56.000 
pounds of fuel on a typical mission—fast enough for mid- 


air delivery to jets, or slow enough for helicopter refueling. 


When the KC-130 is used as a freighter, it can get i 
almost anything almost anywhere. Its 40,000-pound , 
capacity is large enougn for tanks and heavy trucks. It can — 
land or take off from runways you wouldn't try with other 
planes. Even ice and snow. 

Best of all. the C-130's impressive performance comes 
with surprising cost efficiency. That's why you'll findit — 
serving more than 55 governments on every continent, day | 
in and day out, year after year. Getting the job done, no 
matter what the job may be. 








4 French-wine imports: European push. 


BUSINESS AFFAIRS TRADE 


HOW JAPAN'S MANUFACTURED 
IMPORTS HAVE RISEN 


^e change from 
same month of 1986 
(Right scale) 


Note: Figures exclude non-monetary gold. 


Source: Ministry of International Trade and Industry. 


RE IEWGRAPH by Andy Tang 


Japan is buying more from everyone — except the US 


Tokyo's import spree 


By Charles Smith in Tokyo 
(ipt rise in Japan's imports of 
manufactured goods, noticeable 
since the early summer but particularly 
since August, suggests that the govern- 
ment may at last be succeeding in its ef- 
forts to cut back on the massive foreign- 
trade and current-account surplus. But 
the mport boom is being prevented by 
twe factors from feeding through to the 
foreign-exchange market, where the 
yen remains uncomfortably strong 
against the US dollar. 

The first reason why the yen-dollar 
rate has failed to respond to the change 
in Japan's payments situation is that, of 
all Japan's major trade partners, the US 
alone has so far benefited the least 
from the new Japanese appetite for 
foreign manufactured products. The 
bilateral US deficit with Japan has ac- 
tually grown over the past three 
months, while other trade partners, 
such as the EC and Southeast Asia, 
have seen their deficits shrink. 

The second — and more rarified — 
point is that Japan is paying dearly for 
its efforts a year ago to massage the 
trade figures by artificially boosting 
du imports. Gold imports of up to 

S$! billion a month, which were os- 
tensibly needed to mint a coin com- 
memorating Emperor Hirohito's 60th 
anniversary, provided a temporary 
boos! to US exports in the summer of 
1986. while simultaneously helping to 
keep Japan's overall surplus with the 
outside world below the critical US$100 
billion level. 

A year later, the absence of such im- 
portsis helping to make the dismal per- 


formance of US exporters in the Japan- 
ese market look even worse than it real- 
ly is by providing a false basis of com- 
parison with earlier performance. 

The picture which emerges after fac- 
toring out non-monetary gold from 
Japan's misleadingly compiled trade fig- 
ures is that imports of manufactured 
goods have been running since the enc 
of May at levels of around 35-40% over 
year-ago levels in terms of their dollar 
value. The most spectacular increases 
have been in textiles (up 62% in June 
and 54% in July on year-ago levels) 
and in the luxury car market, where 
European manufacturers are starting to 
carve out a niche for themselves in the 
well-heeled, upper-class market of Ja- 
panese doctors, dentists and other self- 
employed professionals. 

e jump in imports of finished con- 
sumer goods suggests that yen revalua- 
tion is at last starting to bring down re- 
tail prices to levels where consumers 
notice a difference between imported 
and domestically made goods. But ef- 
forts by Japanese importers may have 
helped as well. One major cause for the 
boom in imports seems to have been the 
procurement drive launched by the big 
chain-store groups, which are the most 
dynamic sector of the distribution sys- 
tem. Direct “guidance” by the Ministry 
of International Trade and Industry to 
big companies to increase their use of 
foreign parts and components may also 
have done some good. 

A more significant change could 


be the shift towards offshore produc- . 
tion, which the Japanese electronics in- | 


dustry launched in 1986 as one way of 
dodging the impact of the high yen on its 
domestic production costs. This seems 
to be resulting in a reverse flow of elec- 
tronics products back into the Japanese 
market, with imports of some standard 
products such as tape recorders and 
electric fans rising by margins of 200- 
300% over year-ago levels. The coun- 
tries exporting such goods, however, 
are nearly all located in East and South- 
east Asia, with the US being targeted 
only as an import-substitution market 
by Japanese investors (i.e. as a place in 
which to make things for local consump- 
tion rather than export). 


conomists at the prestigious Japan 
Economic Research Centre see the 
offshore-production shift as potentially 
one of the most far-reaching conse- 
uences of yen revaluation, not only for 
the balance of payments but also for the 
structure of Japanese industry. The 
really significant point, though, is how 
far the shift still has to go. In 1984 (the 
year before the yen started to move up) 
a mere 4.5% of the production capacity 
of Japan's manufacturing industry was 
located outside Japan, whereas the US 
and West Germany had each shifted 18- 
20% of their capacity offshore. 
Government forecasts of an 8-9% 
ratio for overseas manufacturing capa- 
city by the early 1990s now look seri- 
ously understated, but even if actual 
progress has been faster Japan is still 
clearly only on the threshold of acquir- 
ing an adequate overseas manufactur- 
ing presence. 
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e 3n about the jump in imports of 
manufactured goods, which is stressed 
by some of Tokyo's more optimistic 
economists, is that there is, or should 
be, a snowball effect on the country's 
balance of payments as the ratio of man- 
ufactured goods to total imports rises. 
In the *bad old days," the two oil-shock 
shifts in the yen-dollar exchange rate 
produced a relatively small impact on 
the overall volume of Japanese imports, 
since demand for the raw materials and 
foods which accounted for 80% of im- 
ports was insensitive to price changes 
being mainly determined by 
levels of activity within the Japanese 
economy. 

With manufactured goods now ac- 
counting for over 4576 of total imports, 
the “price-sensitive” import sector has 
doubled in size, economists point out. 
This should mean that shifts in the vol- 
ume of imports induced by exchange- 
rate factors will have a progressively 
orbs c impact on the overall size of 
the balance of payments surplus, 
though changes in world market prices 
for energy and raw materials will natur- 
ally remain important. 

As if to prove this theory, the price 
elasticity of Japanese imports does seem 
to have risen well above the conven- 
tional 0.3 level used by economists in 
— the impact of exchange-rate 
shifts on the balance of payments. Peter 
Morgan, chief economist at the British 
securities company Barclays de Zoete 
Wedd, calculates that Japan has now 
reached the point where a 10% revalua- 
tion of the yen in trade-weighted terms 
is egere. a 7-8% rise in the dollar 
value of imports (for an elasticity figure 
of 0.7-0.8). This is still modest com- 
pared with figures for some European 
countries, but at least Japan's response 
to exchange shifts may be closer to what 
is recognised as normal by Western 
economists. 

The increased price elasticity of im- 
ports and the strength of Japan's appe- 
tite for foreign-manufactured goods 
are two reasons why some private 
(and especially foreign) economists in 
Tokyo believe the government may be 
seriously underestimating the extent to 
which the balance of payments lus 
is likely to come down during fiscal 
1987 from last year's record breaking 
US$94 billion. 

According to David Gerstenhaber, 
senior economist at Morgan Stanley's 
Tokyo branch, the current unoffi- 
cial government forecast of a US$80 
billion current-account surplus for 
the 12 months ending March next 
year could turn out to be as much 
as US$19 billion above the actual 
figure, if current trends are main- 
tained. 

Japan chalked up a US$29 billion 
surplus di the first four months of 
the current fiscal year, leaving only 
US$4 billion a month as the surplus 
for the remainder of the year if 
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Gerstenhaber's forecast is to come out 
right. But trade performance during the 
first 20 days of August, when imports 
(including gold) were up 35% and the 
current-account surplus was running at 
an estimated monthly level of US$4.3 
billion, seem to suggest that a surplus 
in the US$60-70 billion range is 
possible. 

The money that has been pouring 
out of Japan in recent months as a result 
of a foreign-travel boom instigated by 
the high yen and recent relaxations on 
the amounts of goods returning tourists 
can bring in to the country is another 
reason for optimism about a shrinking 
balance-of-payments surplus. 

The snag about the scenario of a fast 
shrinking surplus, according to Hiromi 
Kato, an economist at the government's 
Economic Planning Agency, is that ex- 
ports may not be nearly as weak as re- 
cent monthly figures have suggested. 
Since the beginning cf the 1987 fiscal 

ear, monthly export-volume figures 

ave been running at between 3-6% 
below year-ago levels. while the dollar 
value of exports has shown modest rises 
of 4-7%. 


P art of the explanation for this, 
Kato suggests, is tħat car exports to 
the US sagged in the 
as US registrations sl 


ril-June 


Kato thinks car ex 


ers on filling their voluntary export | 
quotas in the US, even if they have to do 
so at a loss, | 


Another surprisingly strong sector 
could be steel. Japanese steelmakers, 
he suggests, will cash in on the failure of 
steelmakers in new industrial nations 
like South Korea and Taiwan to do 
much more than ly their own 
booming domestic markets, thereby re- 
suming the export offensive that was 
blunted when the yen began to rise. All 
this means that export volume is likel 
to return to levels above those of mid- 
1986 before very long. Dollar export 
values could rise more rapidly too. 
while remaining far below the spectacu- 
lar levels of recent increases in the value 
of manufactured imports. 

Kato admits that Japan's export re- 
silience may be tested severely before 
the end of the year by yet another rise in 
the value of the yen — especially if bac 
US trade figures continue to undermine 
the dollar. But he also believes that in- 
dustry may be better equipped to deal 
with an exchange rate of, say. 
¥ 140: US$1 today thanin the summer of 
1986, when many major industries were 
in a state of shock over exchange-rate 

roblems. If this assessment is right, 
apan may continue to run a trade 
surplus large enough to call for extra- 
ordinary efforts by the government 
to boost imports and reflate the 
economy. o 


uarter 
ened, reflecting 
a general weakness of the economy. - 
rts will bounce - 
back, reflecting healthier demand in the | 
US and the insistence of Japanese mak- | 
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Won more for 
the money 


South Korean companies 
show foreign-exchange gains 
By Mark Clifford in Seoul 


uth Korean manufacturing com- - 
- m posted strong first-half re- | 
sults, with pre-tax earnings at the pe | 
companies up by an average of 37%. | 
But almost all cf that increase came | 
from Wisin air WR gains, notactual | 
operations. Foreign-exchange * 
surged to Won 76.5 billion (USsos | 
milion) in the first half, com to 
losses of Won 60.5 billion in 1986. 

" Almost all the exporting companies 
suffered a decline in margins," says | 
TR La 





Irex exposure. 

George Robinson, Seoul representative 
for international stockbrokers W. I. 
Carr. “This was particularly noticeable 
for major electronics companies suchas |. 
Goldstar and Dae woo Electronics." 3 

Operating profits at the 20 largest 
manufacturers rose only 4.8% (Won | 


margins declined, reflecting unfavoura- — 
ble currency fluctuations and a competi- 
tiveinternational environment. The de- 
climng margins amid an unparalleled — 
economic boom underscore the fragil- 
ity of South Korean manufacturers. 
South Korean manufacturing firms 
must rely on financial earnings because - 
their operations are being squeezed | 
by s combination of a strong yen anda | 
weak US dollar. Efficient foreign-ex- | - 
change management is critical because | 
firms here have traditionally scraped | 
by en margins too thin to allow com- | 
panies to absorb the impact of unfav- 3 


35.7 billion) during the first half to Won | - 

780.8 billion, from the same period last | 

year, according to W. I. Carr. Gross it 
] 


n ut 





















pan g Paasi A fared better. 
onductor, the only export. 
any to show 
iources most of its components locally. 
-- A strengthening yen against the won 
meant higher prices for imported com- 
| ponents and capital goods, which are 
. needed for most manufactured goods. 
| On the other hand, the won's relative 
- Strength against the US dollar meant 
| that profits from US sales are smaller, 
| except for those manufacturers that are 
_ able to push through price increases. 
|. Overall, operating profits slipped to 
| 6.2% of turnover from 6.9% last year. 
. But net profits inched up to 1.8% of 
v huwover from 1.6% the previous year. 
_. Heavy interest costs are another bur- 
| for South Korean manufacturers. 
terest costs have risen nearly 6% to 
. Won 487 billion — more than twice the 
t profit reported by the 20 manufac- 
ng companies. 
Foreign-exchange earnings were 
critical for some companies, allowing 
em to report higher earnings despite 
ced operating profitability. Yu 























gn-exchange gains, of Won 
billion. That was larger than the 
pany's net profit. The gains enabled 
nant oil refiner to report increased 
ungs in the first half, though 
ng earnings declined 38% com- 
i last year S first half. 


a joint venture with Ford. ‘saw 


gh turnover surged 52%. Foreign- 

ige earnings of Won 5.4 billion, 

ed with foreign-exchange losses 

8.4 billion during the compara- 
last year, allowed the com- 

ost a 30% rise | r 

1 profit i in the 





! e companies ex- 
d. at . managing 
: foreign exposure 
3 uzing the first half, 
| while also turning in 
| streng "operating re- 
| Sulis. * Hyundai More 
. reported a 52% increase 
in m eperatiag profits ona 
| 66 sales increase. 
- Higher prices on its ex- 
| port models cushioned 
he company against 
_ the impact of a stronger 
. yen and weaker dollar. 
. The company posted 
rcign-exchange earn- 
ings of Won 5.6 billion, 
compared with losses of 
Won 9.8 billion during 
omparable period . 

ear. Hyundai 

p D. nd met 
ils taking 
» depre- ^ 




















improved - margins, 


| posted the largest earnings - 


earnings drop 776, ‘even 
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MANUFACTURING 
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The company's financial earnings 
were reportedly boosted by a decision 
to swap Japanese-denominated debt 
into dollar-denominated debt at the end 
of last year. As the dollar declines 
against the won, the debt becomes 
cheaper to repay. : 


T he strong foreign-exchange earnings 
show that South Korean companies 
are becoming more agile at operating in 
an international marketplace. "The fi- 
nancial area will become a profit centre, 
not just a way of covering commercial 
operations," says Lee Soon Hak, man- 
aging director of Samsung. "If you look 
at Japanese companies, the same thing 
has happened over the past few years. 
Operating earnings have gone down 
and financial earnings have gone up." 
South Korean companies are devoting 
more resources to foreign-exchange op- 
erations. Lucky-Goldstar now has three 
people working full-time managing its 
cuen exposure, compared with none 
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386. "Last year was 
s," says Kim Whan 
ng, director of international finance. 

*We have made a big push to emphasise 


E | the importance of managing foreign ex- 
change [exposure]." 


Hiring competent staff remains a 
problem. Lucky-Goldstar hired its em- 
ployees from a Western bank. Western 
bankers here say that they are doing a 
healthy business hedging foreign-cur- 
rency exposure because their domestic 
competitors lack foreign-exchange ex- 
pertise. 

"A year-and-a-half ago foreign-ex- 
change management wasn't a subject 
for hene even with big com- 
panies,” says a European banker. “Now 
even as companies are thirsty for 
knowledge."  . 

Speculative foreign-exchange deal- 
ing is prohibited by South Korean 
monetary authorities. All foreign-ex- 
change dealings must be trade-related. 
But most companies buy forward, in 
yen or dollar instruments, to hedge 
against their receivables or payables. 

Corporate financial managers grum- 
ble about the restrictions and most 
foreign observers believe that much of 
the foreign-exchange activity is not 
strictly trade-related. “The bureaucrats 
and the central bank must be way be- 
hind," says the banker. “How can cy 
know what's going on?” 

Foreign-exchange operations can cut 
both ways. Three of the 20 companies 
have reported foreign-exchange losses 
during the period. There is always the 
potential for loss, especially in more 
speculative operations or when trading 
is not closely supervised. “A few com- 
panies are going to get burned," says the 
banker. 

"The UnGenyuE weakness of operat- 
| àng earnings is cause for 
. more concern, espe- 
cially since direct wage 
costs will rise in the 
wake of new contracts 
negotiated over the 
past several months. 
Officials at the Econo- 
mic Planning Board 
now expect wage rises 
this year to average 13- 
15%, rather than the 
10% they had originally 
planned. 

The largest man- 
ufacturing. companies 
are particularly vulner- 
able to any shift in the 
economic environment. 
While the top 20 man- 

. ufacturing ` companies 
.accounted for more 
than three-quarters of 
turnover, their net pro- 
fits were less than half 
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Dont miss this special report 
forall the money in the world. 


p iir Lm These days, companies and 
£x 5C uto tae -| investors are making all kinds 
m ae € | of money. | 
US. dollars, German marks, 
and Japanese yen, to name just 


a few. 

So The Wall Street Journal 
is preparing a special report 
entitled “Global Finance & 
Investing: 

The Journal's report will take 
a penetrating look at the brave 
new world of worldwide invest- 
ment. From the people who are 
making news to the de | 
that’s making changes. From the 
most attractive opportunities 
to the most perilous risks. From 
strategies for the small investor 
to rankings of the largest publicly- 
held companies, insurers, secu- 
rities firms and banks. 

“Global Finance & Investing” 
will be included inThe Wall Street 
Journal on Friday, September 
18, and in The Asian Wall Street 
Journal and The Wall Street 
Journal/Europe on Monday, 
September 21. 

Pick up a copy. You'd have a 
hard time making your money 
go any farther. 

: | | Global Finance & | 
: a Ao i A po» -— 3 2 A Wall Street journal Worldwide 





Issue Dates: September 18 (US. edition), 
Sebtember 21 (Europeen and Asian editions). 
©1987 Dow Jones & Company, Inc. All Rights Reserved. 
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Dragging its keels 






. Taiwan comes to the aid of its sole shipbuilder 


. By Jonathan Moore in Taipei 

[i A government plan is in the works to 
|. PV rescue. Taiwan's foundering China 
_ Shipbuilding Corp. (CSBC), but whe- 
_ ther the new programme can salvage the 


a s sole, state-run shipbuilder will 
J depend in large part on the fate of the 


| T industry itself. 
IE E lan, which the Ministry of Eco- 
. nomic Affairs (MoEA) expects to sub- 
mi! soon for approval by the Legislative 
and Executive Yuans, includes a NT$10 
billion (US$332 million) capital infusion 
— from the sale of 350 million shares of 
. Chna Steel Corp. held by Taiwan 
Power Co. and Chinese Petroleum 
_ Corp., all government enterprises. The 
X plan also calls for a lowering of the lend- 
| ing rate local banks extend to CSBC's 
— buyers from the current 7.5% to a more 
— internationally competitive 5.5%. The 
current 20% down payment, 12-year 
. payment schedule and separate loan for 
| Imported components at the London 
inter-bank offered rate will remain in- 
. tact. A third part of the proposal is de- 
signed to deal with management inef- 
. ficiencies of the company. 
. The scheme is considered essential 
| to Bore alive any hope that Taiwan's 
 oniy shipyard, a critical piece of its 
E ing industrial base, can survive. 
> oval of the plan is widely expected 
_ by-end-1987. But industry and govern- 
rds say that CSBC's financial 
Status 


is so poor, and the world industry |* 


so weak, that without a corresponding 


‘the plan itself will stop short of givin 


CSBC the kind of flexibility it woul 
need to survive further worsening of the 
shipping. depression or another sharp 
appreciation of the NT dollar. 

There are currently no plans to lay 
off workers or sell off part of the com- 
pany, and officers say they are deter- 
mined to honour all outstanding en- 
dorsements and debts. But while hopes 
are high, the management is fully aware 
of the difficulties it faces. “We're pre- 

ared for the worst," said chairman 
ouis C. Lo. 

CSBC, in business since 1974, has 
been on a downward course since the 


. correction in the international shipping |. 


industry, the plan will have only a li- 
effect. 
.. The NT$10 billion boost from the 
eon will be used mainly to re- 
. duce the company's NT$17 billion debt 
to the Bank of Communications and 
other domestic banks, which includes 
NT$7 billion of problem loans to ship- 
owners. The remainder is divided into 
. loans for the company's own use and in- 
terest on the debt, according to the 
MoEA's Commission on National Cor- 
porations (CNC). Two smaller portions 
of the grant (Ihe percentages are not yet 
. decided) will be injected into the com- 
pany directly, both for working capital 
. and investment in equipment for its re- 
. pair division, which management hopes 
. will help pull the company p hard 
times. Apart from the NT$17 billion, 
 CSBC has guaranteed NT$32.6 billion 
. of now-problematic loans to shipowners. 
. Clearly the plan will not provide 
enough money to pay all of CBSC's 
. dents. The best the yard can hope for is 
- todighten its debt load, increase its com- 
petitiveness abroad and provide some 
room for manoeuvre. Its officials agree 








energy crisis of the mid-1970s. A world 
surplus of ship tonnage in the early 
1980s helped halve freight rates and 
forced builders to sell their vessels at 
cut-rate prices. 


SBC responded by laying off 1,400 of 
C its 8.500 workers at its a plants in 
Kaohsiung and Keelung in November 
1985, and tried a lowering of interest 
rates extended to buyers in 1986 from 
8.5% to 7.5%, but because of the rising 
NT dollar was still unable to lure over- 
seas buyers away from South Korean 
builders. A government directive in 
early 1986 that it cease to endorse the 
loans of its domestic customers, who 
were unable to pay them, caused clients 
to shop overseas for their new vessels. 

CSBC had its worst year ever in fiscal 
1987 (ended June) with losses of 
NT$2.98 billion on revenues of NT$7.79 
billion, according to MoEA figures. In 
1986 it lost NT$1.16 billion on revenues 
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“| of NT$9.2 billion. CSBC's budget sub- 


mitted to the MoEA projected a 
NT$500 million loss for 1988, according 
to the ministry’s CNC, which is respon- 
sible for drawing up the new plan. The 
target is considered a highly optimistic 
one, because at best, the plan will take 
six to 10 months to affect earnings. 

Part of CSBC's problem has m the 
rapid rise of the NT dollar, which, apart 
from limiting competitiveness abroad, 
has caused its earnings, which are in US 
dollars, to shrink. At the same time, the 
exchange-rate fluctuations have pushed 
up steel and equipment costs, which are 
mostly in NT dollars and yen. The CNC 
estimates that NT$800 million of the 
builder's 1987 loss is due to the NT dol- 
lar's appreciation against the US dollar. 

While CSBC can reasonably expect 
to be spared another severe revaluation 
of the local currency, its order books 
show the shipyard with only the barest 
toehold in the newbuilding market for 
the coming months. Following delivery 
in April of four 3,040 20-ft-equivalent- 
unit (teu) containerships for the govern- 
ment-owned Yangming Marine Trans- 
port Corp., for US$26 million each, and 
completion next year of the second of 
two 305,000 deadweight ton (dwt) bulk 
carriers, at US$44 million apiece for 
West German shipper Krupp Handle, 
CSBC will have only four orders left — 
all of them domestic. 

One contract was signed on 31 Au- 
gust with Yuming Shipping Co. for a 
66,000-dwt Panamax bulk carrier for 
US$20 million (a vessel CSC vice-presi- 
dent Wu Tse-ping said would have 
brought US$40 million three years ago). 
The other three ships, container vessels 
of the 3,040 teu-size, will be built for 
Evergreen Marine Corp. for US$30 mil- 
lion each. CSBC is building ships at 
about half capacity, Lo said. 

Industry experts expect the demand 
for new vessels to remain soft for the 
next two years or so, but point out that 
the appreciating yen plus healthy order- 
books and labour unrest in South Ko- 
rean shipyards should help CSBC. 

The big South Korean shipyards 
have endured the shipping Baldroms 
with more grace than CSBC because 
the South Korean Government has 
weighed in heavily in its support of 
financing terms for ship buyers. Also, 
they are operated by diversified con- 
glomerates like the Daewoo and Hyun- 
dai groups that can lean on their other 
divisions when times are tough. 

Management inefficiencies, a too- 
large workforce, and unsophisticated 
cost analysis were also cited as problems 
ina oed released in January by the 
CNC. The CNC says it is satisfied so far, 
with steps taken to streamline bureau- 
cracy at CSBC, most of whose top offic- 
ers are former navy officers. 

Provided CSBC gets the new financ- 
ing terms, it should be on its way to at- 
tracting a larger share of the world mar- 
ket, say industry experts. ü 
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Three-class system. 


If you want to have a good time learning the differences be w or E 
i fmit systems, just take a seat on one of our aircraft to one of id 50 V European 1 





Beyond the 
horizon of electronics 
engineering 


Eighty percent of the world’s 
requirements for ultrapure silicon 
are satisfied thanks to a process 
developed by Siemens. Today, 
scientists are looking into the 
properties of another semi- 
conductor base material — gallium 
arsenide. And again Siemens 
scientists are deeply involved 

in the development, in Germany 
and in the United States. Gallium 
arsenide provides numerous 
advantages such as extremely 
high switching speed, simpli- 
fied transistor integration because 
of the excellent insulating 
properties of the base material, 
and minimum power con- 
sumption. 


Galli rsenide components 
will : Suitable 
for higri-trequency satellite 
communication systems and will 
be indispensable for the 
development of fifth generation 
computers. Further fields of 
application will emerge as scien- 
tists continue their efforts to 
produce gallium arsenide with 

a perfectly homogeneous 
crystal structure. 


Only high technology will solve 
the problems of the future: 

in development and application 
Siemens is out in front. 


Siemens AG, P.O. Box 103, 
D-8000 Munich 1 


High-tecn 
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Siemens 
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One Pacific Place is the best place for your business in Hong Kong 
use it was intelligently designed with your business in mind. 





GECA 
SIDON M 
AE 
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yet exclusive. A private road provides direct, same-level access to the p 
pressive entrance lobby. : 
'_ An air-conditioned footbridge links the foyer of One Pacific Place to a 
comprehensive pubic transport network and forms 
fes part of an elevated, traffic-free 
system.to West Central and beyond. 
_ | Consider your security. A 150-man 
dE securty force; computerised card- 
key system; CCTV alarm network and the 
. espected name of Swie as managers, 
'somibine to make One Pacific Place a safe 
nd secure business environment. 
Consider the wide open spaces. 
m/e floor plate at One Pacific Place 
among the largest in Hong Kong, Each 
3 offers a minimum of 20000 sq ft of 
-'irasily divisible space. Floors are c Kapn- 
. ee, with above-average ceiling heights 
- sd floorloading capacities. 
Consider the technicalities. 
UM Com eee wire-management 
sens in the floor ceiling and skirtings 
acitale easy nsa ation of power, tele- 
phone and communication-data systems, 
< {d Consider how compatible we are. A 
HB dully-compalibie WanyNet Computer 
raghway forms the foundation for intra 
afice and inter-floor communications. 
t] Consider the power you'll have. 
An above-average power supply is 
























t for you. 


ipported by two 1.000 kva emergency generators which ensure that all 
emergency and computer systems run optimally in the event of a power 
Consider ali the ins and outs. Accessto One Pacific Place is convenient failure. 
Consider your guests. The three Pacific Place hotels, service and 
ig rescential apartments provide quests with 5-star accommodation and 
a range of conveniences which include restaurants, business centres, 











conterence and recreation facilities 
Consider what you'll have on your 
ME plate. The Pacific Place shopping 
mall, the largest in the Central Business 
Disinct, will offer a wide selection of Asian 
and Westem, gourmet and fast-food 
dining options, in addition to a full range of 
fine shopping and a complex containing 
four cinemas. 
intelligently-designed, user-efficient 
MI space, totally convenient, first class 
facilites and amenities. A package of 
features which make it easy to see why 
you wont be the first to be persuaded 
that One Pacific Place is the best place 
for your business 

For further Tando about the 
ofice and commercial space a 
Paciic Place, contact 
the sole leasing agents, 
Jones Lang 


Wootton. » ONE 
PACIFIC 
PLACE 








Sole d jean Gens 
(IFS Jones Lang Wootton 


(Hong o Kong Telephone: $ 217171 








For the company that moves ahead by thinking ahead 

FIN ALLY, . the Northern Telecom Meridian SL -1ST. Digital telecom- 
munications of the future at your fingertips. Developed 

Speci- 

fically 

for bus- 


inesses 


with 30 to 400 iine re- 
sath nip Abie to 
as your needs 


5 "m. Gel the complete 
range of voice and data 
features, and the ability 

AHE AD to network your PC s when you need to. Get bia system 
& 








capabiliies at a competitive price. Get the Meridian 
SL-1ST. Call us today 





northern 
feiccom 











NETWORKING 


Northern Telecom ( Asia) Limited e Hong Kong: 3m 2525, Sun Hung Kai Centre, 30 Harbour Road, Wancha:. Tel 5-757222 e Philippines Suite 9-C Vemida IV Bldg, 128 Alfaro 
Street. Salcedo Village, Makati, Metro Manila. Tel: 2-8164021 € Singapore: 133 Cecil Street 4 :5-01, Keck Seng Tower, Singapore 0106. Te! 2255151 e Northern Telecom Japan 
Inc: San Miyanaga Bldg, 5-12, Moto-Akasaxa 1-chome Tokyo 107, Japan. Tel: 3-4783311 e Northern Telecom (New Zealand) Limited: 2nd Floor, Plimmer House, 99 Boulcott 
Street, Wellington, New Zealand. Tel: 4-737260 e AWA - Nortel Pty Limited: Leve! 3, 17 Orion Road, Orion Park, Lane Cove. NSW 2066, Sydney, Australia. Tel: 2-4288777 


YOUR NEW BASE FOR MIDDLE EASTERN, EUROPEAN AND AMERICAN MARKETS 


Dubai's Jebel Ali Free Trade Zone has now made it easy 
for international companies to set up trading and 
industrial bases in the Middle East. 

Corporations such as Xerox, 3 M Corporation, 
McDermott, Shell Markets, Black & Decker, BP Arabian 
Agencies and Cleveland Bridge have already taken 
advantage of these exciting trade freedoms and 
benefits unique to Jebel Ali. 

Just look at these advantages. 

E 100% foreign ownership 

e Unlimited transfer of profit and capital 

@ No corporate taxes for a minimum of 15 years 


e No personal income taxes 

@ No import duties / export taxes 

æ No sponsorship restrictions 

W Unlimited cheap energy 

With superb facilities including an extensive 
infrastructure, state-of-the-art communications, 
accommodation, hotels, hospitals urity and every 
modern amenity, this 45 sq. km business opportunity 
is your new frontier for Middle Eastern, European and 
American markets. 

To find out more about these facilities contact 


. Jebel Ali Free 
* Zone Authority 


Marketing Dept. 07, P. O. Box 3258, Dubai, United Arab Emirates 


Tel Jebel Als 5657A 


Telex: 48580 TPAJA EM. Cable: PAJADUB UAE 


THE PRIDE OF DUBAI 








| frequencies on existing 
| routes. 
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Malaysia’ S airline sets ambitious tergets 


By Michael Westlake in Kuala Lumpur 


espite an erratic profits record ard 
the burden of running loss-making 
domestic flights, Malaysian Airline Sy: 
tem (MAS), which has long operated i 





the shadow of the much larger and. 
promoted Singapore Airlines : 
seems set to keep on repaying - 
the confidence of investors who backed | 
| vices to London from the present five to 
six and then seven a week. He would 


highl 
(SIA), 


its public float last year. — 

This was underlined by the release 
on 2 September of improved figures for 
the year to end Marc k 1987. Profit be- 
fore tax increased 8.7% over the 
ous year to M$118.22 million (US$71.85 


million) while the after-tax profit was up - 


| ie to M$112.21 million. 
7 "E The improved performance prompt- 
e AS 





|. *From now on, it's just growth : — and 
ce growth internationally.” Aziz,.. who 


: joined MAS in 1982 and presided over 


- its dramatic recovery from 
net losses of M$35.17 mil- 
lion in the 1982 financial 
year, exudes a quiet confi- 
dence in the market and 
. the group. “I like to think 
that right now wecan com- 
pete with any other air- 
line," he says. | | 
_ Aziz has a long shop- 
ping list of new destina- 
tions which he would like _ 
the airline to serve. He | 
also wants to increase. 





Aziz told the 
REVIEW that within the next two to 
three years MAS would replace muchof 


vealed that a future goal of the airline 
was to obtain a listing on an overseas 
stock exchange. He declined to nomi- 
nate any particular target place or date. 
MAS hopes to replace its three 
McDonnell Douglas 
Airbus Industrie A300s, 11 Boeing 737- 


are MD11s and A340s for the longer 


DC10 routes, and four candidates for |. 
. traffic rights, which are likely to be dis- 
. cussed next year. At the moment flights 
a technical 
. stop on the return trip from the West 
, Coast. MAS does not have traffic rights 
|! between there and Tokyo. : 

|. Services to New Delhi and Karachi - 


the F27 domestic routes. One of them, 
the British Aerospace Advanced 


Turbo-Prop, has become an integral © 
p of the dispute between MAS and | 


ritish authorities over increasing capa- 
city on the Kuala Lumpur-London 
route. 


| ing 747-400, with options, it is thought, | 


on another six, in order to expand its , 
long-range services. The present fizet 
ncludes two 7 





o 747-200s and one TAT-300 








revi- 


q managing director Datak 
T Abdul Aziz Abdul Rahman to declare: 








MAS has already ordered one Boe- | | 


| óf the airline's fleet over the next three : 
years is expected to cost about M$500 - 
| million in addition to the income from - 
| the sale of existing aircraft. : 

Aziz believes there are excellent : 
prospects: for growth m air traffic be- - 


tween Malaysia and Europe, Australia 
and the US. He wants to increase ser- 


also like a fourth flight to Amsterdam 
and is interested in setting up services 
to Rome, Zurich, Copenhagen and pos- 
sibly Athens, though Malaysia has not 
yet arranged reciprocal rights with 
Greece. 
© Australia is a 
tourist traffic to an 
pur, and Aziz is se 
| laysia-bound - and 


xime market for 
from Kuala Lum- 


3 king 





bound traffic to repiace the large | 
: number of travellers who pass through | 





-the capital i in transit ee Australia : 
t and Britain. 
its existing fleet of aircraft and he re- | 
| way with Australia on establishing addi- 
|! tional, preferably daily. services to Syd- 


He said negotiations were now under 


ney. MAS is also seeking traffic rights to 


: Adelaide, Brisbane and Darwin on to 
of existing rights to Perth and Me 
C10-30s, four | 
. like MAS to serve Auckland. 
200s (a twelfth arrives in October) and : : 
11 Fokker F27s. Under consideration | 
. Tokyo and Los An 


bourne. In the longer-term, Aziz would 


Aziz wants to turn the airline’s three 
flights a week between Kuala Lumpur, 
eles into a daily ser- 
vice. This will need additional Japanese 


to the US use Honoluiu as a 


to add to the present four a week to 
Madras and one a week to Colombo are 








minm pedis i sf vt HS 


more Ma- |. 
Australia- | v 








| destinations in Malaysia by offering 


^ Bos i M has threatened to "award t 

















































ries offer. a way dt eh E 
duplication of capacity. He has. 
similar deals with SIA (to Sing 
and Kuantan), Thai Internationa 
Bangkok), Roval Jordanian - 
Amman), Cathay Pacific (betwee 
Kota Kinabalu and Hongkong) an 
Garuda (to Bali). 
Brokers’ estimate that about 30%. of 
MAS expenses is in US dollars, against 
only 10% of its revenue, which ds 
primarily in local currency. As a resul 
passenger and cargo yields, which hav 
fallen over the pas: year because of 
creased competition, are subject t 
shifts in exchange rates. : - 
Since the dramatic turnround in it 
fortunes, profits have been e 
largely because of fuel price swin 
the cost of additional capacity. 
ever; earlier this vear, Aziz set ur 
task forces in the company to add 
his efforts to control costs ar 
revenue. The first task 
med with revenue, the E 






pros ag services. 
men of the airline" s on, ar 








| pe — in is 
"they lose money be 
the fares have to | 






























oe “routes were . refunc 
the government. Since then, lo 
ing services have been subsidised 
venue from international routes, M. 
may be in a position to ask the gov- 
ernment for domestic fare rises if 
Malaysia’s econcmic recovery. con- 
tinugs. 
Aziz does, however, see the positive 
side of the domestic network. He be- 
lieves it enables MAS to feed passenger 
traffic from international flights to 


ie packages involving just one air- 
ine 

Another part of MAS' operations 
which are operated as a national oblig 
tion are the annual Haj charter flights 
for pilgrims travelling to Mecca. In 1986 
there were 67 flights to and from Jeddah 
nee some 24,150 pilgrims. MAS 
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_ fers what are probably the lowest fares 
án the world and that it makes no profit 


from these flights. 

Aziz's revenue task force has already 
identified one major problem — seat 
wastage because of the late cancellation 
of tour-group bookings. To overcome 
the problem, MAS has implemented a 
new system of yield management which 
allews more flexible control of seat allo- 
cation for each flight. This has produced 
significant improvements in the number 
of tully-loaded flights. 

The overall load factor for the latest 
financial year was 72.9%, and the pas- 
senger load factor 70.8%. Both figures 
were slightly below those for the previ- 
ous year because capacity had been in- 
creased ahead of the market. A shift in 
load factor of between one and two per- 


centage points produces an estimated 


change of M$15-20 million in revenue, 
or about 1-1.3% of 1987's total revenue 


. of M$1.433 billion. 


The revenue task force is also look- 
ing closely at MAS' engineering and 
o in-house services. Aziz wants to 
increase the airline's engineering capa- 
bilities and sell them to outside clients in 
order to reduce overheads. In the 1987 
financial year, about M$11 million was 
eared from aircraft overhauls and 





other engineering work. A further area 
for revenue growth is the sale of flight- 
crew training time on MAS’ 737, A300 
and DC 10 aircraft simulators. 

According to the latest annual re- 
port, MAS expects to show further im- 
provement in its international revenue 
peo over the next year. It should 

enefit from the first full year of two ser- 
vices a week on its Los Angeles route 
(the third started in August) and its fifth 
weekly service to London. 

Overall capacity is tipped to rise by 
9% . matching the predicted rise in loads 
carmed. MAS has joined forces with the 
Malaysian Tourism Development 
Corp. to promote the country as a prime 
toumsm destination, and is working 
hare to convince more visitors to start 
andfinish trips in Kuala Lumpur instead 
of via Singapore. o 
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Malaysia and UK at odds over traffic rights 


T NM ee airlines to link 
traffic ts granted under sepa- 
rate air-serv Sie ms pe 
carry passengers between 
and Britain via their homebase has 
gt tani sensitive subject. 
tically, this so-called sixth- 
freedom traffic, which falls outside the 
xp of the bilateral, end-to-end third 
fourth freedoms, is strictly limit- 
ed by clauses in the confidential 
memoranda of understanding at- 
tached to international agreements. 
However, in , passengers in 
Europe or Australia can choose to fly 
with an Asian carrier which runs link- 
services through one of Asia's 


cities. In fact, trav 





rs often prefer to 
use one of the sixth-freedom airlines 
because they offer cheaper fares or 
discounted stopover and travel pack- 
ages in their home country. They are, 
therefore, in direct Mp ones with 


But MAS director Datuk 
Abdul Aziz Abdul believes it 
is w to criticise Asian airlines 


for exploiting sixth-freedom traffic. 
“Everyone is doing it . . . Pd like to 
know which international airline is not 
carrying a single sixth-freedom pas- 

er. 

riction over such traffic is now 
threatening the “new era" of good av- 
iation relations between Britain and 
Malaysia which followed a 1985 agree- 
ment granting MAS and BA a fifth 
flight a week each. MAS is now seek- 
ing a sixth flight — and eventually 
wants a seventh — but so far its bid has 
been rejected. A new round of talks 
between the two countries is expected 
this month. 

At stake is more than just sixth- 
freedom traffic. MAS is see re- 
placements for its fleet of 11 F27s 
which it uses on domestic routes. Bri- 


the two main carriers, British Airways — tish A 's Advanced Turbo- 
(BA) and Qantas. Prop is one of four prime candidates. 
ECONOMIC RELATIONS 


EC turns the screw 


Japanese plants face anti-dumping probe 


By Shada Islam in Brussels 


uropean electronic manufacturers 

have notched up a major victory in 
their long-standing battle against Japan- 
ese hi-tech products. After months of 
intensive lobbying, they have succeeded 
in persuading the EC Commission to 
forget all diplomatic niceties and to use 
its tough and controversial new anti- 
dumping legislation against six leading 
Japanese firms with European-based 
assembly plants. 

The new rules, adopted in June this 
year, allow the EC to extend its already 
stringent anti-dumping legislation to in- 
clude products made within EC bor- 
ders, but using cheap imported compo- 
nents, 

Now, in addition to taxing what it 
considers unfairly under-priced direct 
exports of electronic equipment from 
Japan, the EC will also be authorised to 


fine Japanese products with a “made in | 


Europe" stamp. 

The commission, applying the legis- 
lation for the first time, has begun to in- 
vestigate European electronic manufac- 
turers' claims that Japanese companies 
Brother, Canon, Matsushita. harp, 
Tokyo Electric and Silver Selko are 
using their electronic-typewriter plants 
in Britain, France and West Germany, 
and one weighing-scale factory in Bri- 


tain, in order to circumvent EC anti- 
dumping duties. 

Representatives of Olivetti of Italy, 
Triumph Adler and Olympia of West 
Germany and Rank Xerox of Britain, 
who instigated the probe, have told the 
commission's increasingly combative 
anti-dumping division that these so-call- 
ed Japanese "screwdriver" plants get 
more than 60% of their components at 
unfairly low prices from home. 

They also contend that all six fac- 
tories have stepped up production since 
the EC imposed fines ranging from 21- 
35% on Japanese typewriters in 1985 
and a duty of 20.6% on Japanese scales 
last year. 

ommission officials insist that all 
complaints lodged under the new rules 
will be investigated "impartially and 
very thoroughly." But, in sharp contrast 
to other anti-dumping probes, which 
tend to linger on for over nine months, 
the new "screwdriver" inquiries are ex- 
pected to be much shorter, with duties 
being imposed within three months. 
"We want to make it clear to the Japan- 
ese that we mean business," said one 
EC trade official. "Our patience is com- 
ing to an end." 

But, internal EC bickering over the 
need for such tough measures may di- 
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“When we choose an aircraft, we 
choose one which is good for our use 
both technically econo 
This is the first ge voter Aziz 
told m REVIEW. But it is widely 
ackno ed that aircraft 
and an trade deals shea play 
a key part in the horse-t 
that goes on between nations when 
they are negotiating air-service agree- 
ments, 

Malaysia insists that capacity on 
the Kuala Lumpur-London route 
is inadequate. Airline sources say 
that about 1,600 London-bound pas- 
sengers a month — enough to fill 
another 747 service each week — 


their dion 
redi erue i imas ^d Hoas ong. 


They are either attracted by r 
fares or driven to endure the long 
transit times because seats on flights 
from the Malaysian capital are not 
available. 


pore. Malaysia argues that airlines 
pera these other 
cities to Britain and Australia are 





lute the commission's message to 
Tokyo. Fears that the new investigation 
will not only start yet another damaging 
and very bitter EC-Japan trade quarrel 
but also, and more importantly, pro- 
voke a sharp drop in Japanese direct in- 
vestments in Europe are already being 
voiced in Britain, Portugal, Ireland and 
Greece. 

The commission and European in- 
dustrialists insist that the new rules will 
not hurt "real" Japanese investments in 
Europe and, in fact, will force Japan to 
seek out and spend money on sectors 
and factories that create more jobs and 
pore a real transfer of technology 


rom Japan to Europe. Japanese com- |; 


panies, for instance, may have to either 
start looking for components produced 





therefore in ition to benefit from 
the extra . The only loser in the 
affair is MAS, sa the sources. 

Given that BÀ uses smaller aircraft 
at a reduced frequency on the route — 
four Lockheed TriStars a week, in- 
cluding two through services to Manila 
— the sources feel MAS Bg s 
raw deal from Britain, especially as 
BA has shown no sign of —" 
start ma a fifth permitted service. “ 
British D ent of Trade uses the 
sixth- m argument whenever an 
Asian airline wants extra frequen- 
cies," said one source. 

A BA official said there was little 
chamce of MAS winning the t to 
run an extra service to London in the 
near future. Sixth-freedom traffic re- 
mained a substantial area of dis- 
agreement because most ef it was 
— Australia and Britain, he 


represents a or ob- 
stacie it to MAS? ' plans for Me 
of its E routes. To overcome 
the difficulty MAS nip ae gy have 


to find something ids BA, obser- 
vers said. Michael Westlake 





in Europe or be forced to transfer their | * 


know-how to European firms, which 
could then manufacture the required 
spare parts. 

But Japanese trade officials and the 
powerful Keidanren federation of busi- 
ness organisations have warned that 
the new rules will bring harsh cuts in 
the US$2 billion worth of Japanese in- 
vestments in Europe. Japanese firms 
in Europe provide employment for 
about 76,000 people. Any forced clos- 
ures, they say, will exacerbate 
Europe’s already difficult unemploy- 
ment problem. 

EC officials insist that the muted Ja- 
panese response to the opening of the 
new anti-dumping investigation — in 
contrast to threats made by Tokyo ear- 
lier this year — is “encouraging.” 


“Maybe the Japanese, who pay so much 
attention to what the Americans have to 
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sav, will finally sit up and listen to us as 


well." said one trade expert. 


To show that they mean what they 
rts are re- 
90k at other 
| areas where Japanese manufacturers 
d be trying to get aroupd EC duties 
setting up shop in Europe. Assembly 

pl manufacturing pnotocopiers, 


sav, EC anti-dumping e 
. portedly getting ready to 


ants 
mechanical 


scrutiny. 


TAKEOVERS 





excavators znd electric 
motors may be next in line for strict EC 












Overseas 
attractions 


NZ companies step up 
offshore investment 





By Colin James in Wellington 


ew Zealand’s biggest company, 

Fletcher Challenge, reported a 
vastly improved profit of NZ$355 mil- 
lion (US$221.88 million) on 2 Sep- 
tember — bu: the improvement was 
principally on the back of its North 
American pulp and paper subsidiaries, 
rather than a result of operations in its 
home territory. 

That reinforces a growing attitude in. 
New Zealand business circles, espe- 
cially manufacturing. that profits are 
more easily made offshore than at home 

iven the country's high-inflation, high- 
interest, high-exchange rate environ- 
ment. 

Within one week in late August, 10 
companies, mostly substantial ones, 
had informed the bes] stock exchange 
that thev had increased their offshore 
investment, while two others an- 
nounced their intention to do so. 
Among the 10 was Equiticorp, New 
Zealands 12th-ranked company by 
capitalisation and cne of the fastest- 
growing investment companies. 

Through its offshore subsidiaries, 
Equiticorp Tasman :n Australia and 
Capitalcorp in Hongkong, Equiticorp 
has been locked in two major takeover 
battles. 

Close to home, it has been un- 
successfully trying to gain control of 
Australian building-supplies company 
Monier. More spectacularly, it has 
pitched for control of British financial 
services group Guinness Peat. 

Equiticorp bought a 24.5% share- 
holding in GP in April. This move 


earned seats on the GP board for Equiti- 
corp's chairman Allan Hawkins and 
Capitalcor P '$ chairman Grant Adams. 


But when GP announced the restructur- 
ing of the management of merchant 


bank subsidiary Guinness Mahon with- 
out consulting Equiticorp, 


the New 
Zealand group obtained a court injunc- 
tion against appointment of the new 
management. 

The court order described a £50 mil- 
lion (US$82.6 million) performance- 
linked payout to the 12 new managers as 
being "overly generous" and damaging 
to shareholders’ interest. GP respond- 
ed by sacking the two Equiticorp direc- 
tors. 

Equiticorp, by then holding 29.995 
of the shares, responded with the pur- 
chase of another p 6% of shares from a 
West German company, ICG Chemie- 
Handelsgesellschaft. This pushed Equi- 
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ticorp's holdings in | 
_ trigger poifit for a full takeover bid — 
- which Equiticorp duly made. 
_ GP dismissed the 1 10p-a-share bid as 
 derisory and ridiculous. Chairman 
Alastair Morton said he was "pro- 
. foundly irritated by the naive and sub- 
| standard behaviour of these people. 
.Equiticorp is like a demented puppy 
| chewing your trouser leg when you are 
_ trying to serve another customer.” GP 
d 


| rejected the bid and called a sharehold- 
^ E meeting for 15 September to discuss 
| Observers were divided. Kleinwort 
Grieveson’s banking analyst Wayne 
- Gerry said it was not a serious offer 
{though the bid price was 7p above 
the market price on the day it was 
. smade), given the current wave of take- 
over speculation directed at London 
. merchant banks. Estimates by brokers 
. of the value of the sum of the group's 
- pé if restructured (as Equiticorp 
clearly intends to do if it wins) ranged up 
to 140p. 




























A Financial Times columnist called 
the offer absurdly low and said 
_ Equiticorp was merely the “latest Anti- 
= podean arbitrageur." The columnist 
said: “Indeed, the apparent shallowness 
| of its [Equiticorp’s| pockets seemed to 
| rule out a serious bid." 
| | But, according to the Australian Fi- 
 mancial Review, Equiticorp has the 
| money: two syndicated loans totaling 
| £150 million would enable it to buy wel 
| above the 61% it has targeted to hold 
| foritself. Acceptances above that would 
| be placed with institutions. Equiticorp 
|] wants to retain GP's stock exchange list- 
| ang. 
5. The market's response has not been 
. kind to GP. In April a rights issue at 
. 98.5p a share was only 47.7% sub- 
scribed, which allowed Equiticorp by 
. agreement with GP to raise its then 
- 28.270 stake to 29.9%. After 
3 eco full takeover offer, GP's 
share price rose to just 111.5p, indicat- 
ing a low level of institutional support 
- for the board. The outcome seems now 
to hinge on whether a white knight, 
| perhaps from continental Europe, will 
| come to GP's aid. None has yet been 
| sighted. 
| Meanwhile, New Zealand's best- 
| known and biggest investment com- 
 pany, Brierley Investments (BIL), is 
. also locked in a takeover battle in Bri- 
. tain. It has launched a £367 million hos- 
. tile bid for Equity and Law, a UK life as- 
J. surance company. 
. Earlier, Brierley bid for precision 
engineering company Molins. But its 
contested offer, described by the Molins 
board as "derisory," netted only 4.8% 
of the ordinary share capital, de ss 
its holdings to 28.9% . Disappointed BIL 
chairman Ron Brierley said he would 
“look forward to this value [placed on it 
by the board] being justified by the 
company’s future results.” Oo 
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Japan’s chunnel vision 


Tokyo's banks provide 30% of Channel project funds 


By Charles Smith in Tokyo 


dre banks have won a reputa- 
tion for hogging too large a share of 
the lending business available on West- 
ern capital markets, but there are occa- 
sions when this kind of greed can be wel- 
come. An example is the £6 billion 
(US$9.92 billion) project to build a rail 
tunnel under the English channel be- 
tween Folkestone and Dieppe, which 
might never have got off the ground 
without Japanese participation. 

The 16 Japanese banks which have 
so far entered the project as underwrit- 
ers have promised to supply £1.5 billion 
worth of long-term loans, or 30% of the 
£5 billion worth of bank funding needed 
to get the project under way (another £1 
billion will be raised.as equity). Japan's 
30% share compares with the 29% 
underwritten by British and French 
banks (including the two British and 
three French banks which are acting as 
lead banks for the tunnel project). 

US banks will contribute less than 
5% of total bank funding, reflecting the 
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fact that the 18-year amortisation 
period fixed for the project is at least 10 
yar longer than the periods to which 

S banks are accustomed in their 
domestic lending operation. 

The enthusiasm of Japanese banks 
for the channel tunnel reflects the fact 
that the Japanese “have a feel for big 
projects" according to Alastair Morton, 
the English co-chairman of the Anglo- 
French Eurotunnel company which will 
build and operate the tunnel. 

Whether or not this is valid, Japan- 
ese bankers seem to have welcomed the 
channel-tunnel project as a chance to 
use the resources' and experience built 
up during the 1970s when Japan was 
financing a succession of massive energy 
and natural-resource projects designed 
to support the growth of the resource- 
poor Japanese economy. Falling energy 
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prices and stagnating demand for re- 
sources from Japan’s heavy industries 
have meant small pickings for the pro- 
ject-loan departments of major Japan- 
ese banks over the past few years, but 
big civil engineering projects like the 
channel tunnel now look as if they might 
fill the gap. | 

A merit of the channel-tunnel pro- 
ject, according to Yasutoshi Asaga, 
manager of the Bank of Tokyo's pro- 
ject-finance division, is that congestion 
on other cross-channel routes makes it 
virtually certain that the tunnel will 
attract heavy traffic away from air 
and ferry services, thereby enabling 
Eurotunnel to start paying off its loans 
soon after completion of the project in 
1993. The tunnel’s role as a catalyst for 
upgrading both the British and French 
rai "ei services is another aspect that 
appeals to Japanese bankers. 

Looking beyond the channel tunnel 
and its approaches, Morton believes Ja- 
panese bankers have their eyes on a 
number of potential mega-projects in 
Europe, including a tunnel between 
Sweden and Denmark, a possible 
Straits of Gibraltar tunnel and new 
high-speed railways in France and West 
Germany. Experience in financing 
these could come in useful when the Ja- 
panese Government overcomes some of 
the red tape and inhibitions now sur- 
rounding major projects such as the 
pene bridge-tunnel MR Lore 

ay. Asaga says the Japanese Govern- 
ment is not “yet ready” to grant private 
companies the freedom of action that 
Eurotunnel will have in building and 
operating the channel-tunnel project. 
When it makes up its mind to do so, 
banks want to be ready to step in. 

Japanese funding for the channel 
tunnel is not being seen primarily as a 
way of winning construction contracts 
— in contrast with the situation in 
Hongkong where the Bank of Tokyo’s 
Un cag as joint lead manager in a 

K$2.7 billion (US$346.15 million) 
loan for a second cross-harbour tunnel 
coincided with the main construction 
contract being awarded to peg cn 
Gumi. Main construction contracts for 
the channel project will be shared out 
between the 10 French and British con- 
struction companies which helped to es- 
tablish Eurotunnel, leaving only 
secondary pickings for “outsiders” like 
the Japanese. Among the pickings are 
some US$60 million worth of contracts 
for the first four tunnelling machines to 
be used in excavating the main tunnels. 
Two of these have been supplied by 
Kawasaki Heavy Industries. ü 
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at such affordable prices. Where else offers such a haven 


F9 of relaxation and ek a you the luxury of the city’s largest 
hotel rooms. Where else bu 
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Bu Where else puts you in the heart of Malzysia’s capital 
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bes: e Shangri-La hotel 
t the Shangri-La Kuala Lumpur. #75, iE SS 
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Voted one of the best hotels in the world. ARS MEUS ^ SHANGRI-LA INTERNATIONAL HOTEL 
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SHANGRI-LA INTERNATIONAL: * BANGKOK (2) 236 7777 © HONG KONG (5) 8:0 7782 + KUALA LUMPUR (03) 232 2388 * SINGAPORE 338 3300 
* AUSTRALIA (008) 222 448 * LONDON (01) 581 4217 * TOKYO (03) 667 7744 © USA & CANADA (800) 457 5050 
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the day. A truth that major com- 


panies are only too aware of. = | 
Every day, millions of ^». 

people, tons of cargo and ** 

vast amounts of information SE 


have to reach their worldwide 


Air transport is changing by 


ing 








destinations in the shortest pos- demand for a 
sible time. By air. aircraft that combine CUT 
Be it Europe, the U.S.A., versatility with competitiveness, 


the Orient, Africa, Australia or speed with comfort, high-tech 





E WELIKE TO SHARE, 


with productivity. best answer to the requirements 
The ATR family was of modern air transport. 
designed to fulfill these — | No wonder then so many 


needs. With passenger, cargo ~ . companies throughout 
and combi versions, the world have made ATR their 
| choice. 


LD ATR 


holding from 46 to 74 seats, the Bi Avions de Transport Régional 


ATR 42 and 72 turboprop are the TIME IS ONOUR SIDE, 










LT IDEL 


CEPTED NAM 











THE COMING Winter. 
Olympics in Calgary, Canada will 
be packed with exciting events 
to see. Trouble is the events will 
also be packed. 

Which is why you need VISA, 

Because VISA will allow you 
to buy your tickets in advance, so 
you don t get left out in the cold. 

And VISA will also help you 
buy what you want when you 
get there: like a hot, sizzling 
steak or a down parka to keep 
you warm on the slopes. 
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dont miss 
anything at 
the Winter 
Olympics. 
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Because VISA will be the 
only worldwide card accepted 
at the 1988 Olympic Games 
as you might expect from the 
world's most widely accepted 
name. 

And if you need cash at the 


| last minute, VISA will be there 


to help you with almost 250 
locations in Calgary. 

So aim your VISA Card and 
Travellers Cheques at the 
Fifteenth Winter Olympics and 
you won t miss a thing. 


Its everywhere you want to be. 
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The ACER 900 personal 
computer. At 10MHz, 

it’s designed to put you 
ahead in business — faster 


Inundated with a flood 
of choices, the ACER 900 
is your best bet in choosing a 
personal computer to cope 
with power-hungry demands. 

Dubbed "the AT standard 
to beat" by Computer Currents, 
the ACER 900 is designed for 
those who expect more of a 
personal computer. At less 
of a price. 

Speed - the essence 

At 10MHz, the ACER 900 
charges through all the soft- 
ware written for Big Blue. At 
25% faster than the industry 
standard PC/AT. Naturally, this 
speed can also be switched 
down to 6MHz by way of 
keyboard or software, for 
programs that need to operate 
under 10MHz. 

With its true blue soft- 
ware/hardware compatibility, 
blazing speed and superior 
functional design, the ACER 
900 can give your business 
the power edge you've been 
looking for. 

Form follows function 

LED indicators for high 


ACER 9008 CPU 80286, 6/10MHz switchable. Socket for 80287 
math coprocessor. 8 expansion slots. RAM 512K8, expandable to 


IMB. 1FDD, 1.2MB. Microsoft® MS-DOS® 3.2. 
ACER 900E As 900B plus 1 WDD, 40MB, 40ms. 


Microsoft MS-DOS is a registered tra reete dnd seen ds 
PC-AT is a registered trademark of International Business 


Distributors (S.E. Asia): 


Singapore Advanced Computer Pte Ltd Tel 2932937 Fax: 29607Be. Tix: 36211 AVSEPL Philippines First 
Data Corp. Tel: 28159513. Tix 64307 FDC OR. Japan Takahira & Co, Ltd. Tel. 34230631. Fax 34230668 
The 34362 TAKAHIRA. Bangladesh Unidev Ltd Tel 2234861 Toe 642479 TMN. Thailand Sahaviriya 
Infortech Computer Co., Ltd. Tel: 22360295. Fax 22366954. Thx $7112 SIC indonesia PT Kahar Duta 


Sarana Tel 584959 Thx 44683 DUTA IA 


Success breeds success 


orporatien 
Machines Corporation. 


world, to date. 
Proud as we are of our 
achievemenrs, we don't in- 4 
tend to rest on our laurels. A 
And if our track record 
is anything to go by, * 
chances are you'll be hear- — 
ing more about us in the X 
near future. 

Sc what are you 
waiting for? Check out 
The ACER 900 today. 
The faster vou move, 
the sooner the 900 will 
help you succeed. 


SO 
GOOD 


speed or hard disk, and 

reset button are ocated 

within easy reach 

on the front panel. 

For total security, we 

designed a keylock 

which simultaneously locks 

keyboard and reset button. 
One more thing, no mat- 

ter where you are, we guaran- 
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From home computers to *per-micros - 
meet the Acer teartof PCS. 


tee after-sales service through 
our worldwide distribu- 
tion network. 


At Acer International, 
our commitment to re- 
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search and development 3 
has enabled us to build 1 
better, more affordable 1 
machines. From home 1 
computers like our ACER E 
500 to the worlc's fast- u 
est 8088-based ma- H 
chine, the ACER 4 


710, and the revo- 
lutionary 80386- 
based ACER 1100 - 
the fastest personal 
computer in the 
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1988 Events 


BAU 

Bm International Trode Fair 
lor Bu Iding Materials, 
Building Systems, Building 
Renovahon 


20 - 26 January 1988 


C-B-R MUNCHEN 
19th Caravan - Boat 
International Travel 

Market Exhibition 

6 - 14 February 1988 





INHORGENTA MUNCHEN* 
1 5th International Trade Fair 
for Watches, Clocks, 
jewellery, Precious Stones 
ond Silverware, with their 
Manutocturing Equipment 

12 - 16 February 1988 


FASHION. START 


eee | MÜNCHEN" 
MODE Spring 


Mor ^w 21 . 23 February 1988 


ISPO - Spring * 

h mo Trade 
air for rts Equipment 
gece oth maa 

25-28 February 1988 








IHM 
40th international Light 
Industnes and Handicrafts 
| Foir 
] The Foir for Small and 


Medium-sized Enterprises 


12 - 20 March 1988 





57th MODE-WOCHE. 
nama| MÜNCHEN” 


MODE International Fashion Fair 


"ES | 27.36 March 1988 





* Trade visitors only 


Subject to alterations 


105th CONGRESS OF THE 
“GERMAN SURGICAL 
SOCIETY” 

with Speciolist Exhibition 

6 - 9 April 1988 








ANALYTICA 


11th international Exhibition 


19 . 22 April 1988 


BURO + COMPUTER 

14th Trade Farr for 

Office Technology 
Computers, Office Furniture 
Organizational Methods 
Drawing Techniques 

4-7 May 1988 


ELTEC 
Exhibition for Electrical 
Engineering 


23 - 25 June 1988 





| FASHION.START 
namen | MÜNCHEN" 


MODE Autumn 


"Moves | 28-30 August 1988 


ISPO - Autumn* 

29th International Trade 
Fair for Sports Equipment 
and Fashion 

30 Aug.-2 Sept. 1988 














IKOFA* 
17th International Trade For 
for the Food Industry 

16 - 21 September 1988 





MESSE MÜNCHEN A INTERNATIONAL 


with International Conference 





Information 


THE PLACE TO MEET 
MUNICH'S INTERNATIONAL TRADE FAIRS 





58th MODE-WOCHE 
MUNCHEN* 
International Fashion Fair 


2-5 October 1988 





DEUTSCHER 
APOTHEKERTAG 
(Conference of 
Germon Pharmacists] 


13 - 16 October 1988 


CERAMITEC 

Ath International Trade Farr 
of Machinery, Equipment, 
Plant and Raw Materials for 
the Entire Ceramics Industry 


18 - 22 October 1988 


SYSTEC 

2nd International Trode Fair 
for Computer Integration 

in Logistics, Design, Develop- 
ment, Manufocture ond 
Quolity Assurance, 

with Congress 

25 - 28 October 1988 


ELECTRONICA 

13th International Trode Fair 
for Components and 
Assemblies in Electronics 


8 - 12 November 1988 


] 1th HEIM + HANDWERK 
Handicrafts in the Domestic 
Sphere with Special Shows 
and Technicol Displays by the 
Various Hondicrofts Branches 
26 Nov. - 4 Dec. 1988 





Münchener Messe- und 
Ausstellungsgesellschoft mbH 
Postfach 12 10 09, 

D-8000 München 12 
Telephone (89) 51 07-0 

Telex 5 212 086 ameg d, 


Telefax (89) 51 07-506 








The Beauty of China Airlines’ World 


The skill necessary to produce this ivory sculpture of a 


legendary Chinese artist's concept of the harmony of the 


universe, has been handed down through the centuries. 


Treasuring the beauty of things past is an important part 
of China Airlines' heritage. In modern, wide-bodied jets, 
CAL personnel skillfully blend Western efficiency with 
the best of traditional Chinese hospitality. 

It’s a beautifully different world to fly. 


WE TREASURE EACH ENCOUNTER. 


Q cuina AIRLINES 


Amsterdam * Anchorage + Bangkok * Dhahren * Fukuoka * Hong Kong * Honolulu « Jakarta + Kaohsiung * Kuala Lumpur « Los Angeles 
Manila * New York « Okinawa * San Francisco - Seoul * Singapore * :aipei * Tokyo 
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MARKETS 


Settling differences 


The Causeway sharemarkets part ways on rules 


By John Mulcahy in Kuala Lumpur 
E fforts by the Stock Exchange of Sin- 
gapore (SES) and the Kuala Lum- 
pur Stock Exchange (KLSE) to restruc- 
ture their operations in the wake of the 
1985 Pan-Electric Industries crisis are 
reviving tensions between the two mar- 
kets. 
maintained autonomy, but recent deve- 
lopments, including revised settlement 
rocedures and commission structures, 
ave prompted murmurs of a more pro- 
nounced separation. 

Increasingly, companies seeking list- 
pe are going to one exchange or the 
other, a departure from traditional 
practice, where new prospects would in- 
variably list simultaneously on the 
KLSE and the SES. Singapore, with a 
possibly defensive intent, has actively 
examined methods of developing the 
ge of its markets, through links with 
US and European exchanges, promo- 
tion of branch listings, financial-futures 
products and official encouragement for 
a corporate-debt market. 

Malaysia has remained largely one- 
dimensional, but seems to have awoken 
to the attractions that might be inherent 
to foreign investors seeking variety. A 
recent reminder of this facet of the Ma- 
laysian market has been the intense in- 
terest shown in plantation companies, 
an investment opportunity unique to 
the country. Adding fuel to the ardour 
of the secessionists is the perception 
among many European and US institu- 
tional investors that such counters are 
Singapore stocks. 

th the proposed settlement rules 
and the commission structure have eli- 
cited explicit, if muted criticism, in 
Singapore and Malaysia, and excep- 
tions to the settlement requirements 
were announced in Singapore days be- 
fore their 7 September introduction. 
The KLSE has elected to retain its 10- 
day settlement procedure, ing that 
rural Malaysian brokers would have dif- 
ficulty complying with the rigidity of a 
five working-day account period, pre- 
ferred by Singapore. 

An aspect of the SES system that 
caused an outcry is a requirement to de- 
liver a day before settlement, so that for 
24 hours after delivering scrip a broker 
is vulnerable, holding neither cash nor 
shares. Two days before introduction of 
the new system the delayed settlement 
rule was waived for institutional invest- 
ors, when fund managers pointed out 
that few trustees would countenance a 
system that leaves sellers without scrip 
or funds for a day. 

Broking sources in Singapore are 
dismayed at the inflexibility adopted 
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e twin exchanges have long | 


over the settlement issue, and say the 
amended rules will do little to address 


the real obstacle to efficient trading on 
the SES and KLSE, the continued re- 
quirement for physical delivery. A cen- 
tral depository trust, under the auspices 
of the exchanges, has been advocated 
for some time, but no progress has been 
made towards a scripless market, which 
it is felt would go a lot further to en- 
hance competitiveness than marginally 
reduced commissions er an unsuitable 
settlement system. 


GS upper for a split is, for several 
reasons, more apparent in Malaysia 
than in Singapore, as the latter has 
tended to take the initiative in promot- 
ing its exchange, while the KLSE is fre- 
quently regarded as a subsidiary mar- 
ket. This is despite the fact that Malav- 
sian companies represent the majority 
of companies listed on both exchanges. 
"A question that brokers in Malaysia 
are asking themselves is whether the 
link with Singapore has perhaps done 
more harm than good," says one KLSE 
source. The Malaysian market, accord- 
ing to this view, needs to promote its 
own identity if it is to attract more di- 
rect-investment interest from abroad. 
In the aftermath of the 1985 crisis — 
when trading on the KLSE and the SES 
was suspended for several days, and 
many firms faced bankruptcy — the 


Qum 





SES has taken thc lead in implementing 
change. The granting of stockbroking li- 
cences to four major banks was the first 
substantive adjustment, and this was 
followed by the introduction of seven 


foreign partners to existing Singapore — 


brokers. 

Malaysia is heading down a similar 
track, if in the wake of its neighbour, 
and three government-controlled com- 
mercial banks, Malayan Banking, Bank 
Bumiputra Malaysia and United Malay- 
an Banking Corp., will be granted 
securities licences in exchange for a con- 
tribution of M$5 million (US$1.99 mil- 


liom) each to a KLSE development |. 


fund. The banks must capitalise their 
securities arms a: M$20 million. Two 
private-sector banks have also entered 


the securities field, with Public Bank ac- — 


quining GP Securities and Arab-Malay- 


sia Bank opting also for the “corporati- | 
rough the acquisition | us 


satien" route, 

Kris Securities. 
The advent of foreign participation 

in the KLSE has been manifested 


through W. I. Carr's acquisition of a 


30% interest in  Seagroatt and 
Campbell, and other major interna- 
tional broking houses, frustrated in 
their efforts to gain direct entry to the 
SES, are believed to be considering 
Kuala Lumpur as an alternative. Malay- 
sia allows foreign brokers to acquire a 
maximum 30% holding in local firms, 
and foremost among the Malaysian can- 
didates expected to consider this option 
are the three banks, which are believed 
to be reluctant to forge links with exist- 
ing KLSE members, but need stock- 
broking expertise. 

Malaysian Finance Minister Daim 
Zainuddin, in an announcement follow- 
ing approval for the three banks to be 
given new broking licences, said the 
door was closed to new applicants, 
though the 30% foreign-partner ceiling 
remains. While foreign brokers in 
Singapore see Kuala Lumpur as a possi- 
ble epportunity, the cost of M$7.5 mil- 
lion for a minority stake is steep. 

An issue that has been greeted unen- 
thussastically by Malaysian stockbrok- 
ers tand privately criticised by Singa- 
pore firms) is the impending introduc- 
tion of scaled commission rates. Com- 
mission is now levied at 1% across the 


"board, but the new system provides for 


a maximum of 1%. sliding by degrees to 
a minimum of 0.5% for trades exceed- 
ing S$1 million (US$477,783). 

A KLSE committee has agreed to 
the new commissions, but the plan must 
be approved by an extraordinary gen- 
eral meeting of all members on 26 
tember. Exchange sources in Kuala 
Lumpur insist the new commissions will 
be imtroduced by | October. The SES 
still has two tentative dates, the earlier 
being 14 September, an impossible 
target as the KLSE members do not meet 
until more than a week later. Singapore 
brokers doubt the new rates will be 
intrcduced before the year-end. 
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_| Thailand mounts campaign to save its trees 


^| ByPaisal Sricharatchanya in Bangkok 
| “Whe huge trunk of a 364-year-old teak 
- tree, felled illegally by poachers 
some 20 years ago, graces the entrance 
to- the forestry faculty of Bangkok's 
K.asetsart (Agriculture) University. 

It stands as a monument to the past 
glory of Thailand's forestry industry, 
‘once the country's second biggest 
foreign-exchange earner. But it is also a 
gr:m reminder of the wholesale destruc- 
tien of a vital natural resource. 

Thadand's once-abundant forests 
covered some 171 million rai (27.4 mil- 
lien ha), about 53% of the total land 

| area, in 1961. But by 1985 they had been 
- | reduced to just 93 million rai or 29% of 
| land area. This represents a cut of 45% 
_ 4 imforest cover during the 24-year period 
w a destruction rate of about 3.2 million 
aia year. 

In contrast, the Royal Forestry De- 
Jartment (RFD) — a Ministry of Ag- 
ture and Cooperatives unit in 























d reforestation — has managed to 
int just 3.2 million rai in the past 80 


sa result, Thailand, once a major 
iber exporter, is now a net importer 
wood. As the country's teak output 
ándled, assorted-wood exports also 
immeted from Baht 1 billion 
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THAILAND'S DISAPPEARING 
FORESTS 


Area destroyed (Mition ran’ Bx s 


1961-73 


| tc GDP doppi from 
1.6% in 1973 to 0.8% in 1985. 

These alarming statistics finally 
shook the government out of its long- 
standing complacency. Following the 
adoption of a National Forestry Policy 
in December 1985, the authorities 
started to mount a concerted campaign, 
proclaiming the ecological virtues of 
tree planting and warning against the 
dangers of forest destruction. 

hey also stepped up forestry 
protection efforts. Agriculture and 
Cooperatives Minister Harn Lina- 
nond, who took office in August 
1986, has taken an increasingly tough 
stand against illegal logging. The former 
commander of the 4th Army: Region, 
who was credited with pacifying lawless 
southern Thailand, has shut down 17 


1l saw-mills and revoked licences on three 





(US$38.91 million) in 1976 to Baht 281 
million in 1985. Meanwhile, imports of 
unprocessed wood jumped 23 times 


from Baht 91 million in 1972 to Baht 2.1 


billion in 1985 in the face of burgeoning 


domestic demand. The forestry sector's 


m Linanond, have inspected the 
e. à 

At the centre of the controversy is 
Nakhon Nan, a local saw-miller which 
has been operating with the permission 
of the provincial administration. But 


e > the villagers have accused it of felling 
. more trees than it should have, and of 
a , moly cutting down prohibited 


n s a series of demonstrations since 
villagers have prevented the 
.saw-miller from removing over 6,000 
“softwood logs. They claim that if the 
s are taken a aw: ; the company will 






; nite halt to the removal of thi logs. 


~ cials, however, cleared th ' com pai 


"the v 


ell more trees, further : 


concessions since the beginning of this 
year because of illegal logging. He has 
used military and paramilitary units to 
protect five reserve forests threatened 


| by villagers. 


RFD officials say the pace of de- 


| struction has dropped considerably dur- 


ing 1986-87 "because illegal loggers, 


| particularly those with influential con- 
| nections, know the minister means busi- 
| ness. 
| spread tree felling to provide fuel for 


TT omen domestic use still continues among hill- _ 
RE VIEWDIAGRAM by Ricky Hui and Ivan Kwong 


os 


But they concede that wide- 


tribe settlements in northern provinces. 
The main thrust of the government’s 
forestry campaign, however, is its at- 
tempt to encourage the private sector to 
play a leading role in large-scale com- 
mercial reforestation. Without setting 
out a timetable, the National Forestry 


subsequent inspection by forestry offi- 






TA e eater 
company now has the t to 
the estimated Baht 20 


‘sparking violent protests by the villag- 
ers. — 
A newly established. “provincial 


working group now h to ape ? 
ers shied sta em fo to pa 
ticipate in í -whi 


would mae: that illega Tellin ng do 
not take place. If that fails, ihe ailitary - 
may be asked to ee an v escort for 
the timber. Ra 
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‘worth of | 
-logs. However, lifting the ban risks- 


Policy and the Sixth Five-Year Plan, 
which came into force last October, 
make clear that Thailand aims to in- 
crease forest cover by 40% — just over a 
third of that would be conservation 
forest and the rest would be commer- 
cial. Based on 1985 statistics, that target 
means some 35 million rai will have to 
be planted with trees. 
The new emphasis on private-sector 
led commercial reforestation is an im- 
rtant one. About one-fifth of the 
FD's annual budget of some Baht 1.5 
billion is earmarked for new planting or 
"enrichment planting" in areas which 
have been exploited. This is expected to 
involve some 150,000 rai a year. But ac- 
cording to Harn, it would take over 200 
years to reach the 40% forest-cover 
— if the department undertook the 
task on its own. Private-sector partici- 
pation is therefore vital to reforestation 
efforts. 


he RFD will be left to concentrate 

on protecting the remaining 40 
million rai of "conservation" forests, 
which include national parks, wildlife 
sanctuaries and watershed areas. 

So far, Thailand's private-sector led 
commercial reforestation programme 
has had little impact, though officials 
say they are now receiving an increasing 
number of applications for commercial 
planting. The government plan is short 
on specifics and provides few incentives 
for planters. New laws are in the 
pipeline, but the 40% forest-cover 
target, nevertheless, looks a highly am- 
bitious goal which is unlikely to be 
achieved in the foreseeable future. 


Analysts stress that am outdated legal 
framework and incentives structure will 
have to be overhauled before a signifi- 
cant expansion in commercial plantirg 
can be expected. 

The future, therefore, promises a 
gradual but steady increase in forest 
area, though an army-initiated plan to 
"green" the northeas (REVIEW, 23 
July) might herald a dramatic expansion 
in planting. 

Meanwhile, encroachment into re- 
maining forest reserves and poaching 
for commercial timbe- and domestic 
fuel continue, but at a slower pace. The 
effective protection of the forests ap- 
pears to have been made a near imposs;- 
ble task by growing peasant demand for 
more farmland, corruption among pro- 
vincial officials, and the inadequacies of 
the law-enforcement machinery. 

Harn believes one o: the key factors 
behind extensive forest destruction ts 
the widespread collaboration between 
influential business interests and pro- 
vincial government officials. 

Citing a typical example, the minis- 
ter says saw-mill operators would first 
send local villagers into a targeted zone 
in a restricted forest reserve rich with 
high-value trees. Then. while subsidised 
by the saw-mill owners, the villagers 
would clear the undergrowth, leaving 
designated trees untouched, and start 
cultivating cash crops. 

After a few years, they would apply 
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for Nor Sor Sam. a second-class land 
title normally given to landless farmers 
who have commercially exploited de- 
classified forest-reserve grounds. Per- 
mission to fell the high-value trees 
would then be sought. So what started 
out as an illegal operation would end up 
becoming a perfectly legitimate one, 
condoned by the Interior Ministry, 
Land Department and RFD officials. 


H arn outlawed such schemes earlier 
fhis year — a decision which prompt- 
ed thousands of protest petitions seeking 
to overturn the ban. Most of these are 
still under consideration. He also re- 
cently ordered the mass transfer of 
some 40 senior RFD officials, includin 
a large number stationed at provincia 
offices. Critics cla:m the mass transfer 
has caused resentment and adversely af- 
fected morale with:n the agency's ranks. 

The main force behind deforestation 
is the demand by poor farmers for cul- 
tivable land. Thadand has about 152 
million rai, or 47.5% of the total land 
arca. under cultivation. According to a 
1986-government survey, only 23.7 mil- 
lion rai, mainly ;owland rice farms, 
carry proper land title deeds. 

The remaining 128.3 million rai — 
the bulk of which weas created by des- 
troying forest cover — either carry sec- 
ond-class titles or no title at all. It is 
these areas, opened up over the past 25 
years, which have contributed to the 
dramatic increase n the country's out- 
put of key cash crops, such as tapioca, 
sugarcane and maize. 

Government agencies, motivated by 
political considerations, have given 









abeut 1.2 million landless families *oc- 
cupational rights" to some 102 million 
rat under a host of resettlement pro- 
grammes. Included among these are an 
estmated 500,000  hill-tribespeople 
who, because of their practice of shift- 
ing-agriculture, have been particularly 

e-tructive in the high watershed areas 
of the northern border region. 

The demand for wood for fuel and 
charcoal, the main sources of rural 
energy, plus forest clearing caused by 
infrastructural projects such as roads, 
dams and reservoirs have also 
helped deplete Thailand’s remaining 
forests. 

The wholesale destruction of Thai- 
land's forests is clearly having a pro- 
found impact on the environment. In a 
reeently released book entitled Thai- 
land: Natural Resources Profile, the 


tute (TDRI, a private think tank) 
warns: "Deforestation, by promoting 
increased soil erosion, often ts the 
sediment load in nearby streams and 
rivers. Simultaneously, the rate at 
which rainfall runs off into watercourses 
will be accelerated, and the combina- 
tion of greater volumes of water racing 
into sedimented rivers will often lead to 
flooding.” 

The flash floods which hit the north 
and northeast in August after an unusu- 
ally long dry season are thought to have 
been a direct consequences of acute de- 
forestation in the two regions. 

A Royal Irrigation Department 
study suggests deforestation is already 
affecting water supplies. It says that the 
proportion of rice paddy in non-irn- 
gated areas adversely affected by 
watershed disruption had grown from 


1970s to about 20% (over 6 million rai) 
by the late 1970s. Soil erosion has also 
increased and the Land Development 
Department now classifies some 30 mil- 
lion rai of farm land as “very severely 
eroded,” another 43 million rai as “se- 
verely eroded,” and another 26 million 
rai as “moderately eroded.” An addi- 
tional 68 million rai of non-agricultural 
e has been classified as “problem 
soil.” 

The TDRI holds out little hope for 
any rapid improvement. The govern- 
ment's strategies, it says, tend to be- 
come bogged down because of inade- 
quate cooperation between government 
agencies, or between the public and pri- 
vate sectors; the obsolete legal frame- 
work; poor land-use planning, and, fun- 
damentally, the lack of an effective en- 
forcement programme to deal with en- 
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Bid to boost private-sector role 


Ate the Thai Government has pinned its hopes for 
the future on private-sector reforestation, it has so far 
failed to work out a coherent policy to promote commercial 
tree planting and forestry-related industry. The National 
Forestry Policy and the Sixth Five-Year Plan are full of 
generalities but short on specific incentives. 

The sixth plan merely emphasises the need for the partici- 
pation of private business and rural communities in the **ad- 
ministration and management" of forestry resources. It 
dwells broadly on plans to promote a combination of quick- 
growing species and high-value trees, such as teak, as well as 
developing so-called community forest in rural localities. But 
cencrete government actions have so far been on an ad hoc 
basis. 
It has halved the export tax on wood-related products 
from 40% to 20% and completely exempted products made 
from certain quick-growing species. The exemption, how- 
ever, does not cover eucalyptus, which is probably the most 
cemmonly grown tree. 

The timber industry hopes a proposed new law on private 
reforestation will give some impetus to the government's de- 
ctared aims. The legislation will allow increased commercial 


less than 10% in the 1960s and early 


croachment and illegal logging. ü 





exploitation of teak, which until now has been —Ó* 
tected. However, it has been pending for two years, the 
timing of its promulgation remains unclear. 

Two groups have been actively engaged in commercial 
planting for more than 20 years — the state-owned Forestry 
Industry Organisation (FIO) and Thai Plywood, which was 
state owned until it was sold in 1985. The FIO operates nearly 
200,000 rai of productive plantations, mostly teak. 

Private plantations did not seriously start until quite re- 
cently. At the moment there are about half a dozen large 
companies plus about 20 smaller tree-farming groups which 
operate plantations of mainly teak and eucalyptus, covering 
more than 100,000 rai scattered around the eastern and 
northeastern provinces. 

With a growing shortage of raw materials for kraft paper, 
fibreboard and chipwood, the private plantation industry 
does offer good growth potential. But analysts stress that ad- 
ditional tax incentives and concessionary financing for tree 
planting and exporting are required before the industry will 
expand at the pace the government desires. 

Siam Cement, Thailand's biggest construction-mate- 
rials conglomerate, tops the list of likely new entrants to 
the industry. It has started eucalyptus test farming on a small 
plot and is studying the prospect of setter pr Lanes 
on a wide scale to support a planned Baht 1.2 billion eucalyp- 
tus-based pulp manufacturing project. 

— Paisal Sricharatchanya 
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The Review Focuses on World Bank 


The World Bank has experienced its very own Big Bang this year with a major reorganisation de- 
signed to change the face of economic developmen: in the 21st century. This shakeup, which will — 
entail several hundred redundancies at the Washington-based institution, is in line with radically - 
changed perceptions of development. | MT 


No longer will the Bank be expected simply to pour billions of dollars into alleviating poverty, 
financing basic infrastructures or promoting agriculture and industrialisation. It will be expected to 
provide developing countries with an intellectual blueprint guiding the development of their - 
economies as a whole — private as well as public sector. is 


The Review’s Focus on the World Bank analyses development's Big Bang and what it will mean - 
both for the World Bank and for its client countries in Asia and elsewhere, as well as for commercial. 
banks and other private-sector institutions that collaborate closely with the Bank. Focus also look $^ 
at the changing role of the Bank's Bretton Woods sister institution, the International Monet: a 
Fund with the new (and more human) face of Michel Camdessus in command. 


As the world's premier publication on Asian affairs, the Review is considered an essential part of - 
the business day for over 200,000 senior executives in banking, industrv, government and the pro- 
fessions and no other publication has a greater command of their attention. D 


In a Focus issue, this is even more true. 


An advertisement in the FAR EASTERN ECONOMIC REVIEW continues to be the most cost 
effective means of reaching Asia's decision makers. If your company is not already advertising with — 
us, why not start with this excellent opportunity by contacting: : | 


Ms Elaine Goodwin, General Sales Manager, Far Eastern Economic Review Ltd, GPO Box 160, y 
Hong Kong, Tel: 5-293123, Fax: 5-8656197, Telex: 62497 REVAD HX. 


Other Focus in the Review are: AEN ~~ TO o 


Shipping & Transportation zpums Loader 
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Forget the elephants . . . 


Timber poachers outwit forestry authorities 


iem forestry authority which holds 
sway in Phrae and nearby Nan pro- 
vinces can boast the most successful 
forestry protection record in northern 
Thailand. Piling up in the yard at the au- 
thority's offices is a huge assortment of 
equipment seized from timber poachers 
— everything from hand saws to trac- 
tors. It also includes 16 elephants aban- 
doned by fleeing tree cutters. 

Despite a concerted public-relations 
and protection effort, officials concede 
that illegal felling remains widespread 
as poachers employ ever more ingeni- 
ous means to avoid detection. 

Effective protection is almost impos- 
sibie. A large part of the authority's re- 
sources have been sent to guard the Mae 


Pung teak forest on Phrae's northern 
fringe. It is reputed to be the only large 
and the best-preserved natural teak 
forest in Th . But the 50 forest 
rangers and half a dozen paramilitary 
troops assigned there are barely suffi- 
cient to guard an area of 200 km?. 

One of the Royal Forestry Depart- 
ment’s small fleet of helicopters is 
stationed in Phrae. But it also has to 
fly missions over four other neighbour- 


ing NU 

e main factor behind the continu- 
ing forest depletion, appears to be the 
economic needs of the villagers. Ac- 
cording to Phrae Forestry Zone chief 
Sayant Charukhom, the average land 
holding of 6.5 rai a family is too small to 





THE ^TH COLUMN Adam Fforde 


Vietnam fails to make 
reform programmes stick 


he troubled state of Vietnam's eco- 

nomy reflects the acute problems 
facing its planners. The failure to estab- 
lish a sustainable development pro- 
gramme has meant a level of economic 
performance well below potential. The 
country's difficulties result from long- 
Standing, deep-rooted structural ten- 
sions, but in the medium term, it faces 
several challenges: 
>» A growing subsistence crisis in the 
over-populated Red River delta, as a 
growing population and stagnant staples 
output eat deeply into the food supply. 
» Increasingly sharp distributional ten- 
siens, as the un-reformed central- 
ly planned sectors of the economy 
compete with local official interests and 

ree market for scarce resources. 
» Widening regional income gaps, as 
richer areas — especially the south — 
"n viable and outward-looking 
growth strategies. 

While overcrowding in the Red 
Rover delta would have presented consi- 
derable headaches to any government, 
Vietnam is at root a rich country, with a 
wide primary-resource base and a well- 
educated, hard-working population. 
Bad policies and missed opportunities 
ever the past three decades are the main 
cause of the present situation. 

When they came to power in the 
nerth in 1954-55, the Vietnamese com- 
munist leadership adopted the develop- 
ment model created during the 1930s in 
rhe Soviet Union. This stressed forced 
expansion of state industry based upon 
the extraction of resources on unfavour- 
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able terms compared with the rest of the 

economy — primarily agriculture. The 

model attacks incentives and so cuts 

output, though it can create rapid 

prowtn through its ability to generate 
igh savings levels. 

Its reliance on resource allocation 
through bureaucracy creates consider- 
able economic inefficiency since 
bureaucrats have little incentive to con- 
sider costs. The planning system can act- 
ually prevent the transfer of under-utilis- 
ed resources to areas where they are the 
crucial bottleneck to production gains. 
Producers cannot seek the best 
suppliers but instead must follow the 
plan. 

Since customers have little influence 
on the goods allocated to them by the 

lan, producers tend to ignore quality. 

his isolates the country from world 
trade while creating great difficulties for 
consumers who usually face rationing. 

When this model was first applied 
after the French left in 1954-55, north 
Vietnam was benefiting from a period 


Adam Fforde is a devel 
economist who studied Vietnamese at 
Hanoi University in 1978-79 while car- 
rying out research from 


University for his PhD. A revised ver- 
sion of his thesis will be published 
later this year under the title The Agra- 
Lg Question in north Vietnam 1974- 
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of peace and abundant foreign aid. But 
the effect of aid-financed development 
was to create an over-developed mod- 
ern industrial sector that the poverty- 
stricken north Vietnamese peasantry 
could not support. Industrial invest- 
ment was excessive, and biased in 
favour of heavy industry and against 
consumption and agriculture. Since the 
domestic economy could not supply the 
resources needed by the state, north 
Vietnam's foreign supporters found 
themselves increasingly pressed to de- 
liver food and current inputs for the fac- 
tories they had built, and the area slid 
into chronic import dependency. 
Inflation and lack of effective central 
control supported the development of 
extensive free-market activities — 
further eroding the internal discipline of 
the state. The failure of the develop- 
ment programme prior to 1965 was the 
first great missed opportunity. The le- 
gacy of the Soviet development model 
was pressure on agriculture and other 
non-priority sectors to subsidise deliv- 
ery of cheap resources to the state. 
After national reunification in 1975, 
Hanoi did not take the opportunity to 
change its development strategy. In- 
stead, the south was to follow the north- 
ern model — industry was to be 
nationalised and centrally planned, and 
the rice-bowl Mekong delta collec- 
tivised. In the north, rather than re- 
specting peasant pressure for greater 
household autonomy,  cooperatives 
were to continue trying to adopt an un- 
popular central-management system. 
Wartime concessions to local industry 
were to be withdrawn. Foreign trade 
was to be centrally controlled, state in- 
dustrial enterprises managed through 
strict quantity targets and industrial in- 
puts and products directly allocated 
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pen an adequate income from rice 
secondary crops. “For a 
ADR ai the pabr. and landless iia. | 


sants, stealing timber has been a way of | 


life for generations," he says. A 
about Baht 50 a day working as a hired 
around 


hand, the rs can earn 
Baht 150-200 Tj stolen timber. 
An _ estimated professional, 


games with the authorities. Preying on 
the once-abundant teak forests in Phrae 
and neighbouring provinces, most ope- 
rate small, mobile workshops in the 
middle of the jungles where the felled 
logs are quickly processed into h 
ore bei rted out by 
caravans of bicycles and bullock carts. 
Smugglers also use the rivers. Plying 
the forested banks of the Yom River, 
which cuts the provincial boun- 
daries of Phrae and Lampang to the 
west, are some 100 elephants which are 


through the state plan. The free market 
was "to be abolished." 

Until the Cambodia question saw 
Vietnam move into the Soviet orbit and 
join Comecon, these policies were sup- 
ported by the flexibility given Hanoi by 
Vietnam's wide range of foreign-aid 
sources. Planners could indulge their 
preference for arge- -scale, hi-tech pro- 
jects unsuited to local conditions. In- 
vestment remained too high, and con- 
tinued to favour state industry. During 


the second half of the 1970s, these |. 


policies aggravated the situation, and 
per capita incomes fell sharply. Deep 
problems were apparent long before the 
bad weather and aid cuts of 1978-79 
helped precipitate a major economic 
crisis. 

The attempt to continue with this 
model immediately after reunification is 
the second great missed opportunity. 
These years saw an aggravation of the 
economy's structural imbalances, espe- 
cially those resulting from excessive and 
mis-oriented investment. 


I? 1979-80, Hanoi confronted major 
economic crisis. Chinese aid cuts and 
the state's failure to control resources 
effectively meant that many factories 
were starved of inputs. But many knew 
that by going outside legal channels, 
they could get the necessary inputs to in- 
crease output. As free-market prices 
spiralled, many set up direct relations 
with both suppliers and customers. 
Thus, the central-planning system 
started to reform itself from the bottom 
up. Similar steps were taken in other 
areas; cooperatives began increasing 
private-plot areas and abandoning the 
collective production methods advo- 
cated by Hanoi. Richer local authori- 
ties set up independent foreign- 
trading companies to bypass central 
control. 

As most economists would expect, 


used to pull the logs into the river during 
the wet season. From there, the logs are 
floated downstream, some submerged 
with rocks, and later retrieved for pro- 
cessing. Official checkpoints along the 
river have managed to stop some traffic. 
Ingenious poachers also use ele- 
phants to smuggle the logs by “air.” The 
ele drag the logs to a section of 
cliffs along the Lampang-Phrae 
boundary and then kick them over the 


edge. The logs hurtle down from the 
Pha er hip (Elephant Kicking 
Cliff) to fellow poachers on the lower 


slopes who process the timber on the spot. 

pression is difficult. Patrol cars 
lg the poachers are often 
ebstructed by barricades. By the time 
the rangers reach an area where trees 
have been illegally fellec the poachers 
have usually fled fied, lesviag behind all the 


equipment they could net carry. Over 
the past eight years, officials have seized 


these steps boosted output, and in the 
early 1980s there were clear signs of a 
new and viable economic-development 
strategy. As the economy became freer, 
output rose. Foreign-currency earnings 
inereased rapidly and food supplies im- 
ped, Nationally, however, this put 

eavy pressure on previously subsidised 
sectors — as prices rose. 

In the early 1980s, Hanoi could have 
supported these steps, and in the pro- 
cess would have learned many of the 
skills needed to manage the transition 
frcm a centrally planned system to a de- 
centralised reform model. But this did 
not happen. Instead, the third missed 
opportunity occurred as, from 1981, 








numerous vehicles. as well as 52,000 m? 
of and unprocessed timber. 
o 1,568 poachers have been ar- 
rested 
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processing centre for illegal timber 
province provides most of the teak win- 
dow frames for the rest of Thailand, 
plus a variety of furniture. 

The industry thrives on an elaborate 
network of small and medium-size mid- 
diemen. Merchants buy wooden planks 
from the poachers, and re-sell them to 
the window-frame and furniture mak- 


ers, who in turn supply Bangkok shops. 


a recent inci a group of villagers in 
the Sung Men district cut down all 368 
teak trees at a camp site which they had 


been given the respoasibility to protect. 
— Paisal Sricharatchanya 


central economic organs set recentralis- 
ing poticies to defend the central-plan- 
ning system, making only tactical con- 
cessions to free enterprise. 

State factories, in the “Three Plan” 


age were permitted to maintain 


their previously illegal direct ties to 
suppliers and customers, but were 
simultaneously pushed to increase 
cheap deliveries to the state to support 
subsidised sectors. Although peasants 
were allowed to forget about the old 
centralised ways of managing coopera- 
tives, and farm according to the house- 
hold-centract system, policymakers 
saw this as simply a way of strengthen- 
ing the cooperatives by increasing their 
interna efficiency. 

Perbaps the most striking aspect of 
the recentralising ethos, effectively re- 
vealing its underlying intent, was the 
lack of support for household- ‘based ac- 
cumulation in rural areas, especially in 
the non-agricultural lines that could 
help absord the ever-r'sing labour force. 
Other measures took the same direc- 
tion: fereign trade was recentralised 
and the temporary hait to the collectivi- 
sation ef the Mekong delta was re- 
versed. But, as a further tactical conces- 
sion to take some pressure off the econ- 
omy, am attempt was made to re-allo- 
cate resources towards agriculture and 
consumption, and the number of invest- 
ment prejects was cut back sharply. 

As recentralising policies began tak- 
ing effect, the buoyancy of the early 
1980s began to die away. Industrial-out- 
put growth fell to 4% in 1983 after ex- 
ceeding 10% in the previous two years. 
Mass comsumption stagnated as the au- 
thorities sought to control the free mar- 
ket. The promised structural re-orienta- 
tion of the economy towards consump- 
tion and agriculture came to a halt. Be- 
tween 1976 and 1980. the share of con- 
sumer geods in industrial output fell 
from 63.6% to 56.6%, but by 1983 this 
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ought to meet m an 
1, as central control was p rtially: re- 
osed, this growth halted. By 1985 no 
er progress had been made. 
<ecentralisation quickly ran into 
reat difficulties. Probably the most im- 
lant single issue was that economic 
itaoility was not restored; conservatives 
c unable to impose central planning, 
d despite many attempts, could not 
coatrol the free market. State employ- 
ees" *other incomes" rose from less than 
: ie. of total incomes in 1979 to nearly 
Wo in 1984-85. 
E From 1981, inflation accelerated, 
dd by 1985 Hanoi was forced into try- 
ng to overcome distributional tensions 
with a once-and-for-all wage-price re- 
rm. This failed, largely because the 
Manners ‘miscalculated supply re- 
anses, so so: that tax revenues fell far 

















































' nationwide failure of this year's 
uthwest monsoon seems to have 
iplished what the lesser droughts 
ast three years could not: to get 
on moving again. The wholesale 
index for the first quarter of fiscal 
88 (April-June) rose 4. 2%, VS 
over the same period the previous 
The consumer-price index, al- 
“9% up in the 12 months ended 
seems set for even steeper gains 


ese numbers do not fully reflect 
eality faced by middle-class In- 
since the index baskets rely on 
ice of staples in government ration 
Ops; where items may be theoretically 
heap but are often unavailable. A few 
much-publicised arrests of hoarders 
ve already signalled the government’s 
riousness about making: the distribu- 
Bon system work. 

_ Foodgrain reserves of more than 20 
million tonnes should be ample to offset 
shortfall of as much as 13% in this 
car's production. If grain stocks can be 
nobilised into food-for-work program- 
nes, they can also bolster rural incomes 
nd spending power. And, despite a 6% 
"decline in foreign reserves from May to 
July, India still has Rs 71 billion 
535.46 billion) equivalent in hard 
rrency. That is equal to more than 
our months' imports at current prices. 
ime deposits and currency in circu- 
n grew by just 3.3%, or Rs 45 bil- 

"the first quarter of 1987-88 (vs 
the corres ponding period the 
i m) G wW t bar 
























sation has left Vietnam effectively with- 
out a coherent economic strategy. Mar- 


| ginal reforms in, for instance, rice trade 


e growth tap runs dry 


_ the largest single heading in the services 
| sector, which, 


and private industry, have not address- 
ed the key issues and above all the need 
to reform the central-planning system. 
This situation only serves the interests 
of those who find scope for manoeuvre 
in the confusion. 

It is not easy to see what the future 
holds. The most likely outcome is prob- 
ably more of the same: continued de 


facto reforms accompanied by inflation- : 


ary growth. But it is hard to see how 
there can be long-term stability with 
high inflation, and with strains exacer- 
bated by widening regional differences, 





April through June, more than twice the | 
rate of the same period last year. 

This worrisome trend highlights New 
Delhi's funding dilemma. Announcing 


this year's budget in March, with its re- 


cord deficit of Rs 56 billion, Prime 
Minister Rajiv.Gandhi promised not to 
approach parliament again for sup- 
plementary funding. But unavoidable 
drought-relief outlays of as much as Rs 
20 billion could make him eat his words. . 

The knife might have to fall on pro- 
ductive government investment, how- 
ever, since no obvious targets present 
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themselves for "painless" economising. 
Commodity subsidies, a favourite bug- 
bear of the World Bank's New Delhi 
mission, largely go to support items like 


fertilisers and edible oils. To cut sub- 


sidies now would be a direct blow to 
drought-hit farmers. 

There may be Penn. of slack in the 
bureaucracy, but Gandhi's current poli- 
tical difficulties (REVIEW, 3 Sept.) dic- 
tate caution in handling this powerful 
constituency. Public administration is 


in turn, 
growing component of GDP. Last year, 


at the 4.5 


4s the fastest- 


| is caused still faster | subsi 
à further fall in the value of ae 
g. | “| three decade 
|. Since 1985, tlie failure of recentrali- 
























Out of ‘the experiences of. the past 
come two main lessons: 

> The main result of the failure of the 
centrally planned economy has been the 
creation of a partially reformed econ- 
omy ‘that is effectively out of control. 

The legacy of the recentralising strategy 
of the early 1980s and the attempt to 
defend subsidised sectors have aggra- 
vated distributional tensions and in- 
stitutionalised the pressure for’ con- 
tinued subsidies. This makes reform 
more difficult. l 
» The old central-planning system is 
economically inefficient and the main. 
cause of widespread subsidisation. It 
must be reformed, allowing more eco- 
nomic freedom for producers and con- 
sumers alike. This process is inevitable: 
the problem is how to manage it. 
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BEVIEWTABLE by Bamy Lee 


| ¿administrators got their biggest pay rise |. 
| in decades, which. helped. pr -GDP 


withstanding, GDP will still grow 1:5- 
2% in the current fiscal year, the Fi- 
nance Ministry predicts. =` | 
The index of industrial production is. 
unlikely to gain more than 6% in 1987- 
88, according to the Finance Ministry, 
down from 8% last year. Drought-in- 
duced shortages of electricity and raw 
materials compound industry's woes. 
The rapid expansion and technological 
upgrading of key industries in the early 
days of Gandhi's economic liberalisa- 
tion resulted in a swing from chronic 


| shortages to surplus. 


Demand could not keep up with bür- 
geoning supplies in sectors ranging from 
commercial vehicles to TV sets. Pros- 
pects have dimmed, in light of 
the drought, for demand-stimula- 
tion measures such as increased 
consumer credit. Indeed, mid- 
dle-class disposable income 
could be harder hit than ever, if 
— as seems likely — the govern- 
ment adopts such emergency 
revenue-raising steps as a 
drought surcharge on income 
taxes. 

Industrial shake-out might well 
gather momentum as a result. The 1985 
liberalisations considerably eased entry 
or expansion into choice sectors of man- 
ufacturing, but did little to facilitate the 
timely exit of failing businesses. Unless 
the labour laws are modified to ease 
closure, merger, relocation or stream- 
lining of loss-making units, the land- 
scape could. become littered. with 
moribund firms in the coming years. 

Ultimately, the cost of corporate ar- 
tificial resuscitation is borne by the gov- 
ernment. But the exigencies of drought 
and. politics could make it easier for 
Gandhi to rotteat, T rather than advance, 
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The Commerzbank report on German business and finance No. 9/87 


The Bundesbank: coming to grips 


with external pressure 


Thedollar's ups and downs 
in recent years have not made 
it easy for the Bundesbank to 
accomplish its task of keeping 
the value of the D-mark 
stable. The strength of the US 
currency up to early 1985 
caused imports to become 
more expensive, thus making 
it difficult to hold prices in 
check. While last year's slump 
in oil prices and the decline 
of the US dollar led import 
prices to fall by just under a 
quarter, the ensuing appreci- 
ation of the D-mark retarded 
growth. It did so both directly, 
through its effect on West 
Germany's external trade and 
indirectly, through the uncer- 
tainty surrounding the sub- 
sequent development of ex- 
change rates, which is tending 
to discourage investment. 


Striking a balance 

In 1984 and 1985, the Bun- 
desbank was prompted by the 
D-mark's weakness against 
the dollar to tighten the mon- 
etary reins more than either 
price movements or cyclical 
performance would have war- 
ranted. Yet, on the whole, the 
exchange rate exerted merely 
a limited influence on monet- 
ary policy and the expansion 
of the central bank money 
stock remained on target. 
Only in 1986 did this situ- 
ation change: as the dollar 
seemed poised to plunge ever 
lower, the Bundesbank toler- 
ated a substantial overshoot- 
ing of its monetary target. 

Although the DM/dollar 
relationship has on the whole 
become more stable again 
since February 1987, the cen- 
tral bank money stock has 


continued to grow at a brisk 
pace. However, interest-rate 
cuts and strong monetary ex- 
pansion in West Germany 
have helped put the US cur- 
rency back on an even keel. 
The expansionary monet- 
ary course steered by the Bun- 
desbank over the past 18 
months has certainly stimu- 


Monetary policy and exchange 


ary policy to the exchange 
rate is no doubt a sensible 
strategy when exchange rates 
are seriously misaligned, it 
should not be allowed to 
give an inflationary boost to 
the *world money supply". 
Rather, the latter should grow 
at an even pace conducive 
to preserving stability, with 


rates 





lated demand on the part of 
private households and com- 
panies, and in this respect 
it is meeting the calls—from 
the U.S. in particular—that 
countries running sizeable 
current-account surpluses 
should boost their domestic 
demand. At the same time, 
though, such expansion poses 
a threat to the currency’s in- 
ternal value. And it would be 
in nobody’s interest if the 
Bundesbank soon found itself 
obliged to use the brakes. 
Consequently, two condi- 
tions must apply to any inter- 
nationally coordinated ap- 
proach to monetary policy. 
Firstly, while gearing monet- 


countries being permitted to 
deviate in line with the per- 
formance of their respective 
currencies. This means that 
when the dollar is weak, the 
US central bank must be pre- 
pared to support it through 
higher interest rates, and that 
the Bundesbank, in turn, 
should pursue an expansion- 
ary policy in order to bolster 
the US currency. However, 
the Fed’s scope for action is 


limited by both domestic and 
external economic consider- 
ations: after all, if dollar 
interest rates stiffened, the 
predicament of the Latin 
American debtor countries 
would become even worse. 

Secondly, monetary policy 
cannot prevent exchange-rate 
movements which are in- 
duced by economic funda- 
mentals—the dollar’s roller- 
coaster performance in recent 
years was to a considerable 
extent an outgrowth of the un- 
precedentedly expansionary 
stance of American fiscal pol- 
icy when compared with the 
relatively tight course adopt- 
ed in Western Europe. So 
monetary policy cannot be 
expected to stabilize the real 
exchange rate; it can do no 
more than temper misalign- 
ments, and needs to be comp- 
lemented by a policy designed 
to tackle the root causes of 
pronounced real-term shifts 
in exchange rates. 

West Germany’s prime 
concern at the moment is not 
whether monetary targets are 
useful. In the Federal Repub- 
lic, too, there are of course 
signs that the currency’s 
strong appreciation went 
hand in hand with increased 
demand for money. But the 
country does uot have the 
same difficulties interpreting 
monetary aggregates which 
beset the U.S. (MI) and 
Britain (£M3). Instead, the 
issue is how to ensure that, ina 
world of closely-integrated 
product and financial mar- 
kets, the key countries pursue 
mutually compatible econ- 
omic policies. The Bundes- 
bank’s main task remains that 
of preserving monetary stabil- 
ity at home. 
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John Mulcahy 


Pick a number — every one a winner 


€ CONVENTIONAL wisdom in Ma- 
laysia holds that the government’s 
privatisation policy is a simple one. Sell 
the lemons, but hold on to anything 
vaguely attractive. 

The effort to dispose of the country’s 
rail system has taken on embarrassing 
proportions, as investors ignore the 
government's entreaties to take over 
the railway, as is, for M$1 (40 US cents). 
Tempting though it may appear — ac- 

uire your very own train set for less 

than the price of a ticket from Kuala 
Lumpur to Petaling Jaya — caveat 
emptor. 

Lock, stock and barrel means assets 
and liabilities, the latter approaching 
serious dimensions, the former being an 
assortment of tired rolling stock and, 
worst of all, a single track, obviating the 
kind of fast and efficient network that 
might otherwise have made some sense 
of such an investment. 

Latest of the honest brokers believed 
to be given a brief to find a buyer for this 
quaint transport system (only one 
owner, used only on market days, 
slowly) is London merchant bank Mor- 
gan Grenfell. 

Not all of Malaysia's privatisation 
prospects have been dogs, though, and 
the national airline, Malaysian Airline 
System, is but one successful example. 
Another, less celebrated privatisation 
in 1985 has brought nothing but good 
fortune to the lucky buyer. 

Control of Sports Toto, a lottery 
operator formed in 1969 to bolster the 
country’s sport and leisure budget, was, 
in June 1985, sold to B and B Enter- 

rises, an associate of Berjaya Corp. 
Malaysia), which is controlled by Ma- 
laysia’s latest hot item, Vincent Tan 
Chee Yioun. The price at which the 
70% stake in Sports Toto was sold to 
B and B has never been officially dis- 
closed, but it included a full payout to 
the government of M$35.5 million in re- 
tained earnings, as well as a premium 
estimated at around M$28 million. B 
and B subsequently sold 10% of the 
gaming company to associate Melewar 
Corp. for M$4 million. 

Under the privatisation agreement, 
B and B is required to pay 3% of sales as 
an annual royalty to the government, as 
well as 10% of pre-tax profits to the Na- 
tional Sports Council. The only re- 


straint to growth would seem to be the ` 


public's appetite for a punt. 

Since acquiring control, Sports Toto 
has introduced two new games, the 
Toto 3/10 and the Toto 4/10, and, with 
offices around the country, a common 
perception of the company now is that 
the nature of its business is printing, 
under licence, large quantities of cur- 
rency. Pre-tax profit this year is conser- 
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vat vely forecast at M$12 million, and 
this is but the start. 
€ HARDLY surprising, under the cir- 
cumstances, that a public offer, repre- 
senting 17.5% of the issued capital, and 
priced at M$2 a share, valuing the com- 
pany at just M$60 million, was mas- 
sively oversubscribed. Listed on 29 
July, the share price soared to M$10 on 
the first trading day, closing at M$9.55. 
The combined book cost of the 70% 
held by B and B/Melewar. assuming a 
price of M$28 million for the original in- 
vestment, and taking into account a 
further M$17.4 million from a pre-offer 
rights issue, was M$45.4 million. Their 
holding in the company totals 21 million 
shares, which at M$10 is worth M$210 
million, 





A market value for a controlling 
stake is little better than indicative, 
however, especially in a situation where 
the price has run ahead of itself. Im- 
agine the luck, then, when a bidder 
came along, less than three weeks after 
the listing, to bid for the company, at a 


rice of MSI2 a share, valuing Sports 

ote at M$360 million, or six times the 
-worth placed on it by the public offer. 
e |: so happens that the bidder, Ber- 
jaya Corp. (Malaysia), is the above- 
mentioned Tan's flagship, so the deal, 
structured in the form of a share swap, is 
decidedly incestuous, and raises ques- 
tions about his motives. One of these, 
and possibly the foremost, is to cock a 
snock at Palmco Holdings. which en- 
tered a protective cross-holding pact 
with Berjaya a year ago. No sooner had 
the alliance been struck when recrimi- 
nations began, with Berjaya selling its 
20% holding in Palmco, which shrewdly 
retained a 20% chunk of Berjaya. 

The expensive Sports Toto paper 
will slash Palmco's holding by more 
than half, and possibly by two-thirds, 
depending on the level of acceptances 
by Sports Toto minorities. The most im- 
portant question is the source of buying 
that lifted Sports Toto's price at its mar- 


ket advent, as the evidence of a false 
market is circumstantially resounding. 

Malaysian taxpayers may wish to 
know precisely how it has been in their 
best interests that a company whose 
cash-flow prospects must rival every- 
thing shert of Bank Negara should be 
sold at & knock-down price to a single 
private entity. That this enterprise 
should then be the instrument to effect a 

commercial transaction reinforces 
the dubieus merits of the privatisation. 

It is an object lesson in the com- 
plexities of privatisation that a railway 
should be overvalued at M$1, while a 

me of scratch-and-match is a steal at 

$45 million. 

* WHAT is a reasonable price for a 
new listing in Malaysia right now, given 
the market's historic average earnings 
multiple of 45? The answer is in the eye 
of the issuer, it seems, and recent list- 
ings have been offered at apparently 
bargain-basement prices, with multiples 
in single digits. Closer examination de- 
picts a rather different story, as the cal- 
culation of earnings in the local scene is 
anything Dut uniform. 

It seems the trick is to start the exer- 
cise with a p/e deemed to be attractive 
enough, and then work back to it. De- 
rivatives range from the calculation of 
earnings before tax — which in some 
cases ignores a 50-60% tax bite — and 
several ereative corporate financiers 
have even done the earnings calculation 
before deducting minority interests. If 
they move any further up the profit and 
loss account Shroff is fully expecting a 
new value yardstick, the price/turnover 
ratio. 
€ THAIL_AND’S stockmarket, which 
has only lately shown any inclination to 
consolidate after a monumental 150% 
rise since the beginning of last year, is 
giving the country’s regulatory au- 
thorities sleepless nights. Investigations 
into alleged manipulation and insider 
trading have to date yielded nothing, 
though the charges continue. 

One explanation for the volatility, 
and an aspect that seems to have es- 
caped the Thais’ attention, is the law of 
supply amd demand. Up to the fourth 
quarter of last pes paru. investors 
were content to sif on the sidelines, 
watching the crazy farang push prices to 
absurd levels. It took nine to 10 months 
before Thai investors registered that the 
seven-year bear market was over. 

The ceiling on foreign ownership has 
intensified demand, and scarcity has 
‘sg prices beyond levels that may 

ave been unlikely in the absence of 
such constraints. The recent opening of 
a separate trading board for foreigners 
is expected to exacerbate the situa- 
tion. 


, 
Se 


L< 















fe ee ae it ee 


E i 
l 


. | By Richard Hanson in Tokyo 
. B y losing about ¥28 billion (US$197.2 
fw million) in Japan's volatile govern- 
ment bond futures market, Tateho 
Chemical Industries, a small Osaka- 
based chemicals company that makes 
arcane materials such as electrofused 
magnesia for steel-industry furnace lin- 
ings, won a place in the history of recent 
Japanese financial debacles. 
_ The sheer scale of Tateho's folly 
"shocked the sensibilities of Japan's fi- 
nancial and business community, not to 
mention those of the authorities. Mar- 
kets ome me world cringed at the 
possibility of big financial losses 
ping up on the books of other Jorine 
firms, which have speculated heavily in 
stocks and bonds. Overnight, Japan’s 
zaitech (speculation in securities) bub- 
ble had been pricked. 
1 Tateho invested heavily in bond fu- 
.| tures which have fallen sharply since last 
pda peak. The loss is equivalent to 
| almost twice the company's net worth, 
| which is estimated at about ¥ 16 billion. 
The official reaction came quickly. 
The Ministry of Finance and officials of 
the Osaka Stock Exchange, where 
Tateho's shares are listed on the first 
section, began looking for potential cul- 
prits among the banks and brokers with 
whom Tateho did business. Meanwhile, 
— . banks and brokers scrambled to arrange 
enough financing to rescue Tateho from 
a complete Lyme 
Company officials have denied plans 
to seek court protection under the coun- 
: ry's bankruptcy laws. It appears that 
— Nikko Securities, Tateho's main under- 
= . writer, has already dipped into its own 
pockets to meet the more urgent de- 
| mands of settling bond futures out- 
standing. Taiyo Kobe Bank, Tateho's 
= | main supporter, has been ages try- 
ing to convince other banks to hold off 
ling in loans. 

Tateho’s failure would prove messy 
| and -— for all parties concerned, in- 
. | cluding the overseas investors who in 

| May provided Tateho with an extra in- 
fusion of cash in the form of a US$50 
million Eurodollar bond (at a coupon 

= | of 2% a year) with warrants for Tateho's 
— | shares attached. The bond was guaran- 
— | teed by Taiyo Kobe Bank (which pro- 
4 vided security for Tateho's three earlier 

Euromarket issues as well), but the war- 
k rants were already trading at a fraction 
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= | oftheir earlier value. “Tateho warrants 
| will make good wall paper,” said one 
foreign broker 

At this stage, the questions raised by 
Tateho's troubles outnumber the 
answers available. They include: 
» Did banks encourage the disaster by 
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| Spirit of due diligence 


. | Japanese company loses heavily speculating on bond futures 


making funds too readily available? 
Banks probably did not cause the prob- 
lem, but they must share the blame. As 
one official said: “The problem isn’t the 
bank loans, it’s financing the bond fu- 
ture losses.” 

» Did brokers use insider information 
to bail out of Tateho's shares before the 
losses were made public? Yes, but it 
probably was not strictly “inside” inform- 
ation by the time word got around. Ja- 
panese brokers work in open offices, 
with desks right next to each other. 

» Should trading in bond futures be 
more restrained? The answer seems to 
be something akin to: "People kill bond 
futures, bond futures don't kill bond fu- 
tures." 

The affair, therefore, appears unlike- 
ly to raise much in the way of official sanc- 
tions, though private suits 
by investors may be appro- 
priate if it appears that the 
spirit of "due diligence" 
has not been upheld in 
foisting the company's 
debt on the outside world. 
» But finally, why did 
Tateho get itself into trou- 
ble to begin with? That | 
seems to be the easiest 
question to answer. | 

"They were amateur 
investors who did violence 
to the market because of 
poor guidance from secu- 
rities companies," com- |" 
mented one former broker. |. 7 

A Bank of Japan (the 
central bank) official 
echoed similar sentiments: 
"The past two or three 
years have been good for 
zaitech, anybody could make money — 
but that was extraordinary." 

Tateho's chief executives themselves 
admitted at a press conference that exc- 
cutives in charge of the accounting de- 
partment had invested in bond futures 
without top management's approval, 
and apparently without controls. 

Brokers and bankers may have 
warned Tateho to cut its losses at an ear- 
lier stage, and, therefore, individuals 
may be absolved of responsibilities. 
However, the extent to which Tateho 
used its borrowed funds to bring itself to 
the brink of disaster raises serious 
doubts about the competency of its 
main financial advisers. 

"They are damned if they knew 
about the potential problems, and 
damned if they didn't," said one banker 
about the brokers and bankers in- 
volved. Tateho's precarious position in 
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the market should have been recognised 
much earlier than it was. Japan’s rather 
loose accounting rules, and a still gener- 
ally trusting view of Japanese issues in 
international capital markets added to 
the formula for trouble. 

Tateho was a respectable company. 
The top shareholders are Daiichi Life 
Insurance, Osaka Securities Finance 
(possibly because Tateho's once high- 
p shares were used as collateral 

ept by the company), Taiyo Kobe 
Bank and Daiwa Bank. Tateho is small, 
with less than 300 employees, but it has 
a near monopoly in electrofused mag- 
nesia, which is used in the steel refining 
industry. Some years ago its share price 
was given a boost by suggestions that it 
would benefit from mining magnesium 
from the ocean floor. 

Tateho's peak in both share price 
and sales came a couple of years ago, 
before the extent of the Japanese steel 
industry's slump was exacerbated by a 
soaring yen and competition from newly 
industrialised countries. 

Its stock hit an all-time high of 
¥4,340 a share in February 1985. In 
February 1986, the company issued a 

sorae US$30 million, five-year 
warrant bond, which gave 
investors a chance to buy 
shares at ¥2,700. When 
the second US$50 million 
Eurodollar warrant was 
issued in May this year — 
just as the Japanese bond 
market was peaking — the 
subscription price was set 
at Y 1,753 a share (a large 
ratis issuc was made in 
arch). 

That was about the 
same time that Tateho's 
unbridled account mana- 
gers were gearing up 
to control open positions 
in the Japanese Govern- 
ment bond futures market 
which are reported to have 
ranged from  *100-400 
billion on the eve of 
the bond-market collapse. 

If the market was worried, it did not 
show it until late August and early Sep- 
tember. On 2 September, the price fell 
from ** 1,790 to 1.520 a share. News 
that Tateho faced bond futures tradin 
losses of about ¥20 billion (later revise 
to ¥28 billion) broke the following day, 
raising suspicions that Daiwa Securities 
and other brokers had used insider in- 
formation to dump shares. On 5 S 
tember, the stock finally landed at ¥820 
a share before trading was suspended. 

Tateho’s operating profits in the year 
to end-March 1987 dropped 63% to 
only ¥187 million. But as a result of its 
securities investments the company was 
able to report a 45% jump in ordinary 
profits to ¥2.65 billion. Because those 
securities investments went sour, 
Tateho has revised its profit projection 
to a ¥28 billion loss this year. o 
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San Mig in the wars 


Soriano turns to the court to unseat his PCGG opponents 


By Jose Galang in Manila 
Ta management of San Miguel Corp. 

(SMC) led by Andres Soriano III, 
the chairman and representative of the 
family which has run the Philippines' 
largest private industrial group for gen- 
erations, has turned to the Supreme 
Court for help in wresting board contro! 
of the company back from the govern- 
ment. 

In the latest round of SMC's 17- 
month squabble with the Presidential 
Commission on Good Government 
(PCGG), Soriano asked the court to 
"declare null and void" PCGG's seizure 
of SMC shares in May 1986 and the sub- 
sequent use of the shares' voting rights. 

The move came as PCGG prepared 
to move deeper into the operations of 
SMC subsidiaries, including some in- 
corporated overseas. PCGG holds nine 
of the 15 SMC board seats and is seeking 
similar representation in the industrial 
giant's subsidiaries and affiliates. 

The PCGG:'s plan to secure seats on 
SMC subsidiaries came after persistent 
rumours that these units were allegedly 
draining resources from the parent. 
Among such claimed abuses is the com- 
pany's relationship with London-based 
Ansor Ltd, descritied as the purchasing 
agent of SMC. All foreign purchases ex- 
cept from Japan and Comecon coun- 
tries pass through this firm, owned by 
the Soriano family. A commission of 
7.5% is understood to be paid on all 
transactions. 

With its attention diverted by the 
intra-management squabbling, SMC, 
which dominates the Philippine beer 
market, is facing an outside threat 
from its smaller competitor Asian Bre- 
wery Inc., which has announced the 
launching this month of local produc- 
tion of Carlsberg beer, the popular 
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Danish brand which has eap- 
tured significant market share 
in other parts of Southeast 
Asia. 

SMC has been caught up in 
the fight with PCGG for more 
than a year. In May 1986, 
PCGG sequestered a block of 
33.] million SMC shares 
(which has grown to 38.1 mil- 
liom because of stock di- 
vidends) which Soriano was in 
the process of selling to SMC's 
Hongkong subsidiary, Nep- 
tunia Corp. Soriano insisted 


tha: the move was intended to sever the 


company's ties with former chairman 
Eduardo Cojuangco, one of former pre- 
sident Ferdinand Marcos' business asso- 
ciates. But PCGG suspected the sale, 
which involved 33% of outstanding 
SMC equity, might benefit Cojuangco 
instead, as Cojuangco was also a di- 
rector of Neptunia, and seized the 
shares. 

In support of his claim that the plan- 
ned sale was to protect SMC, Soriano 
charges in his court petition that 
Cojuangco withdrew P193 million 
(US$9.4 million) in cash from the com- 
panv just before the 7 February 1986 
election, and another P400 million 
from 14-18 February, which coincided 
with the civil disobedience campaign 
that led to the ousting of Marcos — 
at which time Cojuangco fled to the 
US 


While Soriano's dispute with the 
PCGG has worn on, the watchdog's 
nominees have started initiating man- 
agement policies — including one on di- 
vidends, a review of emplovees' salary 
scales, creation of certain committees, 
and a policy of secondment to the 


COMPANY RESULTS 





from 





boards of SMC subsidiaries and af- 
filiates. | 

Soriano brought the issue to a head 
with his26 August petition to the court. 
The petition questioned the validity of 


the PCGG sequestration as it noted | 
there was “no prima facie evidence that : 


the subject [San Miguel] shares consti- 
tute ill-gotten wealth.” (The 
commission was organised by 


track down assets illegally ac- 
quired by Marcos, his rela- 


TP cw aii gained control of 
SMC by buying the now- 
sequestered share block with 
the use of a fund set up with 


im d levy on the coconut 
industry. 

Pointing to a Supreme 
Court decision early this year 
in a case filed by Bataan Ship- 
x anc Engineering Co. against the 

CGG, the Soriano petition questions 
the commission’s seizure of the shares 
because PCGG has no authority to 
exercise acts of ownership, and only has 
powers ef administration. The 
penas asks that PCGG "stick to its 
awful functions as a receiver, watchdog 
or caretaker of the sequestered com- 
pany.” 

The petition was filed ahead of a 
thrice-postponed meeting of the SMC 
board to tackle PCGG proposals for 
new management policies. The meeting 
was held on 7 September (but did not 
deal with the new policies), after the 
court ordered PCGG to answer San 
Miguel's petition by 13 September. The 
board meeting approved a resolution 
raising the quarterly cash dividends 
0.35 a share to 20.75. 

Amid all the squabbling, the 7 
September board meeting threw un- 
animous support behind the Soriano 
management team in counteracting the 
coming cempetition from Carlsberg. 
Sonano was given “a free hand” in 
uncertaking necessary defences in the 
threatenec “beer war.” o 
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[| STOCKMARKETS 
Bears take a big bite 


THE Philippines got the brunt of selling pressure in Asia in the period to 7 Sept. in the wake of the 28 Aug. 
coup attempt to topple the Aquino governmen 


_ MANILA: Prices plunged on nervous 
j vp = as various rumours following 
t 


28 Aug. failed — heightened in- 
vestors' nervousness. On 7 Sept., mar- 
ket indicators suffered their biggest 
single-day falls since the change in gov- 
ernment on February 1986. Major los- 
ers included Lepanto, down 25% to 


. £8.39 (2 US cents). Average daily 


turnover was PP149.92m on 1b shares. 


| HONGKONG: The market extended its 


raily on the back of strong corporate 
results. However, worries over a rise in 


US interest rates dampened sentiment | 34& 
on the last day of the period but that | sog 


was not enough to offset earlier gains. 


. Turnover rose to a hefty HK$12.4b 

(US$1.6b) on 4.2b shares. Hongkong 
r cr one closed at HK$15.40, up 
_ HK32. 


TAIPEI: Prices fluctuated widely on 
pl and nervous trading, but the 
we 


ighted price index still managed to 


close above 3,200, just a few points |: 
short of the record high reached on 1 | gg 


Sept. Overall, textiles and cement 
rformed best, with Far East- 
em Textiles closing at NT$71 
(US$2.40), up NT$9. Turnover was 
heavy at NT$18.43b a day. 


TOKYO: The market fell back iato 
under the impact of the rise in the US 
discount rate and in reaction to the 


news that Tateho Chemical had lost | 
= ¥28b (US$197.2m) on the bond fu- | 
tures market. The Nikkei Stock Aver- 
age closed the period at its lowest level | 
. since early August. Daily trading vol- 


ume averaged 880.3m shares, worth 
¥856.8b. 


AUSTRALIA: Markets rallied to break 


vious records on a scramble for top 


industrials. David Jones Ltd acquired 
9$. 8956 of the National Bank of Australia | 


(NAB) and wants to expand to 15%. 


Industrial Equity was also revealed to |... 


hold large stakes in NAB, Westpac and 

ANZ Bank. NAB closed at A$5.88 
(US$4.30), up 38 A cents. Some 1.05b 
shares were traded, worth A$1.97b. 


NEW ZEALAND: A record profit by the 


country’s biggest company, Fletcher | 


Challenge, helped drive prices up in 
keavy trading to just 20 
the record of 10 Nov. 1986. Fletcher 
Challenge was up 28 NZ cents (18 US 
eents) over the period to NZ$7.39 and 


uiticorp was unchanged at NZ$4.95. 
Volume for the period totalled 107.3m 
. shares, worth NZ$284.67m. 


ints below | 
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SINGAPORE: The market was subdued 
as investors gauged the effects of the 
new delivery and settlement system in- 
troduced on 7 Sept. The Straits Times 
Industrial Index plunged 49.38 points 
on | Sept., the largest A drop 
since the December 1985 Pan-Electric 
crisis. Singapore Airlines eased 20 S 
cents (10 US « 

ume averaged 32.59m shares a day. 


KUALA LUMPUR: The inexplicable 
burning of five mosques by arsonists 
and caution preceding the introduction 
of Singapore's new delivery and settle- 


heavy losers included Malaysia and Japan. 


[pnto 


cents) to S$14.30. Vol- | ages 
PEERS AN 


ment system brought on relentless sel- | g 


ling early in the period. Malaysian In- 
ternational Shipping Corp. slipped 35 
M cents (14 US cents) to M$8.15. Daily 
turnover averaged 19.49m shares, 
worth M$46.2m 


BANGKOK: The market surged ahead 
on continuing investors' confidence, 


helped by expectation of capital expan- FL 


sion in some stocks. The dormant ITF | » 


led gainers, followed by OCE and Siam 
Food Products. Datamat, TMB (which 
went ex-all) and Laemthong Bank 
were among the big losers. Volume for 
the period totalled 27.6m shares, valu- 
ed at Baht 4.07b (US$158.1m). 





BOMBAY: With forward trading in 
blue chips banned, speculators had no 


choice but to concentrate on "cash" |! 


stocks for which the forward market is 


informal. These scrips enjoyed a brisk | gl 


run over recent weeks, but ran out of | _ 
steam in the latest period on gs tak- | ™ 


ing. Tisco gained Rs 15 (US$1.20) to 


Rs 660, and Century picked up Rs 7.50 "uM 


to close at Rs 627 


SEOUL: The market was trendless as 
volume. dropped nearly a third, to 


4.6m shares a day, worth Won 61.7b A 


(US$76.6m). Simmering labour dis- 
putes and continuing political uncer- 
tainty dam 
gained 4.3% and Yukong was u 
4.8%. Ankuk Insurance, the country’s 
largest insurer, fell 6.7% while 
Daewoo Securities was off 2.4%. 


NEW YORK: A rise in US interest rates 


and a weakening US dollar prompted ie 


ned the market. Goldstar » 


many investors to unload part of their cie 


portfolio. Brokers feared the recent 


rise in US discount rate reflected a | 


tighter monetary 
Reserve Board which could put an end 
to the bull run. The Morgan Stanley 
Capital International Index closed at 
486.9 on 4 Sept., down 6.4 points. 





licy by the Federal |., pr fl 


a 
X k 
i 


ret 
yy 
g š 


-i 


bur 














BUSINESS OPPORTUNITIES 






















El Howyou - ! COMPANY CONSULTANCY LIMITED 

pcan tum . : i Qur mo censats provide com- 
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-— Taxatonsemices manning 

— Book-keepirg anc accounting Ser- 
vices 

— Services in respect of documentation 
of reinvoicing transactions and ship- 
ping documents. 

- Contract negotiatioris 

—  Gompany investigations 

— Executive recruitment 

. oo . . 758, Star House, 3 Salisbury Road, 

k qe UNE CONNU Kowloon, Hang kong. cel: 3-7398298 

HAWAII DEALERSHIP — |. | Teiex 33055 COMCL HK Fax ! 

. | Large established office and print- |. . 

| ing products dealership available in | 
Hawaii. 1986 sales US$1.6-Million.. 

; | Contact: BOB CLARKE (Agent), 

> | P.O. Box 5022, Costa Mesa, Calif | 
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. now and each quarterly index wil 
automatically as soon as it bec 
Vital research tool, the Review inde save hours | 
of needless searching for information. ORDER 
YOURS TODAY! Only HK$230 (US$30) for 4 
quarterly issues. Just complete the coupon below 

and send with your payment. 














The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the Far Eastern Economic 
Review QUARTERLY INDEX. / enclose. HK$230/ 
US$30 (or its equivalent in local currency) in payment. 

| (Please print in block letters) 
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PROPERTY 


‘Not just skiing, sun and tax advantages —itis - 
a land 3f romance and poetry. where you wan 
live witysanity.’ 


The SOL SKI compiex at CANILLO offers iully serviced Aakn in a Ver RE 
beautiiu and idyllic skiing resort; (in the simmer a popular twist spot). Apres-ski 2 
facilitiesinclude swimming pool, squash court, restaurant, barand shops. - 


All studio flats and apartments are fully ‘ursished and appointed to a high : 
Standard, prices from US$33,000. {Limites availabilty.) 


| This isthe last development to be built in Canillo and represen’s a sound - 
| investment both in terms of appreciation and rental incomes. 


For further information and brochures on these and many othe aan bin 
Call INTERSEARCH now on iHong Kongi4-295623, 


Fax 5-8656523, or write to 1602-Admiraity Centre, 
Tower 2, ini Kong. 
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_MAXIMISE A 
EFFECTIVENESS... 


For successful, cost effective 
marketing of business services, 
opportunities; personal invest- 
ments; property; recruitment; 
education; exhibitions; corfer- 
ences; and in fact anything of a 
speciiic nature contact us now. 
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s far as Islamabad is concerned, 

Chilas is just the capital of the 
newly incorporated Diamer district. It 
has all the trappings: courthouse, coun- 
cil and even a branch office of the Pakis- 
tan Information Ministry. 

But locals still prefer to think of this 
gritty shambles of a town as the hub of 

agasthan, “land of the devil,” a bandit 
redoubt in high desert country. In the 
shadow of Nanga Parbhat, the “naked 
peak” that marks the western limit of 
the Himalayas, Yagasthan sprawls be- 
tween three Indus river tributaries. Ac- 
cording to a grizzled idler at the Khun- 
jerab Hotel, the devil was born in one of 
these three gorges, raised in another 
and died in the third. 

Dust-devils, at least, were still very 
much alive and kicking in the Chilas 
streets below as a local landlord’s gun- 
sels convened for runs prayers on 
the roof of the Khunjerab one recent 
Wednesday. The innkeeper, well pre- 
pared for such bands, provided straw 
prayer mats: private armies en route to 
internecine skirmishes are a mainstay of 
hotel's business. 

Facing westward towards Mecca, 
the congregants prayed into the fading 
glint of a gunmetal grey sunset. Their 
captains offered their maghrib down- 
stairs in the caravanserai's courtyard on 
gaudy carpets. No matter that the busi- 
ness at hand was a vendetta over an ear- 
lier murder: the lynchers still had to 
take time out to render "all praise to 
Allah, the most beneficent and merci- 
ful." 

Piety and mayhem have coexisted 
here since pre-Islamic times. (Settle- 
ment in the area must date back 
thousands of years. The local Sheni 
dialect is one of the closest known cog- 
nates of the pure Sanskrit spoken by in- 
vading Aryans in Vedic times.) Even 
the 1,700-year-old grafitti-style Bud- 
dhist carvings on the walls of the Indus 
gorges feature not sublimely meditative 
Arhats (Buddhist saints) but rather 
crude battle and hunting scenes. The 
Chinese monk Fa Hsien, passing 
through en route to the great shrines of 
Gahdhara, warned of brigandage in 
Yagasthan. 

e economics of the place dictate 
highway robbery. Plundering pilgrims 
and traders along the ancient China-to- 
Arabia Silk Road or the Kaghan valley 
route to Kashmir provided the best in- 
come prospects. Farming could never 
be more than marginal, on shifting 

atches of wind-borne dust and river- 
rne silt. 

These peripatetic plots floating be- 
tween villages triggered endless dis- 

utes over land (Zamin in Urdu). 
oney (Zar) and women (Zan) pro- 
vided the other main flashpoints for 
local feuds. Constant battles over these 
"three Z's" kept life in Yagasthan 


short and perilous over the centuries. 

Nature did little to alleviate the 
brutishness. Even birds give the place a 
wide berth. “The only creatures on the 
wing up here,” explains the innkeeper at 
the Khunjerab, “are crickets and house- 
flies.” These fauna, however, make up 
in profusion what they lack in variety: 
buzzing clouds of flies frisk around any 
human or animal intruders into Yagas- 
than’s moonscape. 

Flies get to feast less frequently these 
days on their once-staple diet of car- 
casses from inter-village shoot-outs. 
Not that there is exactly a shortage of 
bloodshed, even now. Badshah Gul, 
Yagasthan’s first native-born lawyer, 
still earns most of his living from “302’s 





and 307’s” (murder and attempted mur- 
der, as enumerated in the Pakistani 
criminal code). But, he reports, alterna- 
tive means of settling disputes are start- 
ing to emerge as the money economy 
and the legal system encroach upon 
gory traditions. 


TE vigilantes on the roof, for instance, 
might have already accomplished 
their mission of vengeance just by 
mobilising in the Khunjerab Hotel. 
Word must certainly have reached their 
target village by now, Badshah Gul sur- 
mises. Elders there will either hand over 
the perpetrator of the earlier murder 
for lynching, or else — what is like- 
lier — spirit him off into hiding some- 
where. After some muscle flexing, 
negotiations can begin on how to bring 
him to book. 

One way might be to turn him over to 
the northern areas constabulary, who — 
despite their considerable manpower 
and extensive network of stockade-style 


SNOW LEOPARD 
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forts — would be hard pressed to catch 
him on their own, even if they were so 
inclined. After a decent interval of in- 
carceration, the man might be transfer- 
red to a down-country prison and there 
quietly released, depending upon what 
arrangement his clansmen could 
reach with pliant officials. 

Or else a cash settlement can patch 
over even the bloodiest feuds 
nowadays, according to Bad- 
shah Gul. “Sometimes a long- 
simmering case comes to court 
and you find that all the witness- 
es on both sides have suddenly 
forgotten everything sd Pc 
knew about the matter. That's 
when you know an indepen- 
dent bargain has been reached 
between the two parties." 

Already, a taste for the 
finer things is apparent in 
Chilas. Down by the river, the 
Shangri-la resort charges five- 
star prices in its restaurant. 
Holiday-makers en route to 
Hunza pay nearly Rs 400 
(US$23) a night at the Shangri- 
la, eight times Khunjerab's 
room rate. Other such elegant 
hostelries will soon come up in 
Chilas, some reportedly fi- 
nanced with money from the 
heroin trade. 

Also, more consumer goods 
are € to appear. Local 
shops stock brightly coloured 
synthetic yard goods (though after two 
days in Chilas visitors were hard put to 
spot a single local woman). And among 
the lynch party's vehicles parked in the 
Khunjerab's courtyard were chauf- 
feured Sedans and souped-up Jeeps 
bearing the red licence plates of high 
district officials. 

In time, the Yagasthanis might come 
to relish their mayhem vicariously, like 
most downcountry Pakistanis. Video 
parlours are already making their ap- 
pearance here, though the electricity 
supply is still a precarious thing. But for 
the present, Yagasthan still hangs on to 
its dying traditions. 

In the courtyard bedroom slept an 
eight-year-old boy, lovingly tucked into 
a rope cot whose bedposts were hung 
with bandoliers. Around him, his 
bearded elders — the posse's captains 
— polished their  Enfields and 
Kalashnikovs. Tomorrow, the child 
might learn a thing or two. 

— Husain Haqqani and Lincoln Kaye 
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“Excuse me. Foe just flow" into 
Hong Kong. Do you know if there’s | 
an ANZ office hete? “Yes there is. ANG Bas 8%): 1 
Hong Kong manyiaraemee |!) (1): 
them in Exchange guam 
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sA Ps Basin or Africa, North America or Europe, 
ANZ is there. 

You won't finc a little desk tucked away in the 
corner of town. You'll find offices wholly owned and 
operated bythe Australia and New Zealand Banking 
Group. 

In fact, ANZ is making its presence felt in 40 
countries around the globe. & 

From:he moment you talk to us, you'll appreciate 
that ANZ has the experience, resources and ability to 
provide a level of service matcned by only a few 
international banks. We can grve you what you need, 
from the mest sophisticated swap deals to competitive 
foreign exchange quotes. 

Of ccurse, it goes without saying that as 
Australasia" leading internatienal bank, we're also the 
leading bank in the AUD and NZD foreign exchange 
markets. 

For further details contact: 

Hong Kong Telex No - 86019; Telephone 215511; 
Singapore Telex No - 23336; Telephone 5338355; 
Tokyo Telex No - 24157; Telephone 2711151. 

So nc matter how far away from home you find 
yourself, ANZ will be very clese at hand. 


Ax es Worldwide 
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AUSTRALIA AND NEW ZEALAND BANKING GROUP LIMITED AUSTRALIA * BAHAMAS * BAHRAIN * BANGLADESH * BRAZIL * CANADA * CAYMAN ISLANDS * CHANNEL ISLANDS - 

* CHINA * ENGLAND * FIJI * FRANCE * FEDERAL REPUBLIC OF GERMANY + GHANA * GREECE * HONG KONG * INDIA + INDONESIA * IFAN * ITALY * JAPAN JORDAN | ) 
* KENYA * KOREA * MALAYSIA * MONACO * NEW ZEALAND * NIGERIA * OMAN * PAKISTAN * PAPUA NEW GUINEA * QATAR * SCOTLAND * SINGAPORE * SOLOMON ISLANDS 

* SPAIN * SRI LANKA * SWITZERLAND + TAIWAN * THAILAND * UGANDA * UNITED ARAB EMIRATES * UNITED STATES OF AMERICA * VANUATU * ZAIRE * ZAMBIA * Z * 
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AT meetings, conferences and conventions, experts exchange views in the form of 
erious conversation. Pop music, on the other hand, presents its messages through 
instruments and songs. Yet for both types of communication, the Austria Center Vienna 
jffers the best of conditions. 14 halls, for example, each equipped with the most up-to-date 
technology for the staging of events. Where anywhere between 50 and 9500 people 
an find just the right amount of room to get informed, meet one another or even 
honour their idols. Al! in Vienna, the city where making a good impression and having 
a good time have been masterfully combined for centuries 
For more information, call (222) 2369/300, write to Austria Center Vienna, 


4.1450 Vienna or telex 135024 
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BLACK LABEL COMMANDS MORE RESPECT 
- CI29 YEAR OLD 
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doing right : 


When the world went travelling in 1986, Holiday Inn was 
their first choice as the right place to stay. In fact, last year we 
sold over 69 million room nights in over 1,642 Holiday Inns 
worldwide. More than any other hotel chain. 

Holiday Inn commands the prime location for business and 
leisure in every corner of Asia and The Pacific. And our guests 
keep choosing Holiday Inn because they find a consistent high 
standard of comfort and service, at truly affordable prices. 

The world keeps telling us why it comes to our door and 
we ll keep on doing those things right. 


— — —— LOCATION + COMFORT * VALUE 


TheWorlds First Choice 
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ASIA * PACIFIC 


For further information and reservations: 


Contact your travel agent any Holiday Inn or our Regional Director of Sales, c/o Holiday Inn Asia 
Pacific, TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. Tel: 3-7215161, Telex: 
HX 38670, Cable: INNVIEW, Fax: 3-695672 

29 Holiday Inn Hotels in Asia-Pacific: Bangalore *Beijing * Bombay * Colombo * Guilin * 
Hong Kong * Islamabad * Johor Bahru * Kanazawa * Karachi * Kuala Lumpur * Kuching * Kyoto 
* Manila * Nagasaki * Narita * Osaka * Penang * Phuket * Singapore * Surfers Paradise Australia 
* Sydney * Tokyo * Toyohashi * Yokohama 


You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you d have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 





Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small Investment . . . 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 


| Post this coupon today! 
Circulation Manager, 
Far Eastern Economic Review, Ltd., 
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Royal Jordanian is soaring high with its 
j newly equipped fleet, ready to fly you to any one of 
mST. our 42 destinations worldwide. 


tig When you're flying to and from the Middle 
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convenient connection times you need, plus service 
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built without a single V 
nail in her construction — 

but with some 400 miles ROLEX 
of coconut rope. qoem 

The ship wascalled Soharand Tim 
sailed her on the ancient Spice Route — 
across the Arabian Sea to India, then 
to Sri Lanka and on across the Indian 
Ocean to Sumatra and the Malacca 
Straits. Then, finally, through the China 
Seas to Canton. 

During the voyage, underwater 
rudder repairs had to be carried out in 
shark-infested waters. The Sohar was 
becalmed in the Doldrums and the 
crew had to catch rainwater to drink. 
Their mainspar snapped in two in the 


After nearly 1,200 years, Sindbad Indian Ocean. The seas off Vietnam 
the Sailor puts to sea again. were so violent that five of Soharé sails 


were ripped to shreds. 

[t was inevitable that Tim Severin,a But, after seven-and-a-half months, the 
writer who is fascinated by the apparently Sohar sailed into Canton to a triumphant re- 
legendary voyages of heroic travellers, should ception — with the legend of Sindbad now a 
one day find himself examining the ancient verifiable fact. 








stories of Sindbad the Sailor. Tales of Sind- Throughout those 
bads voyages, collected in ‘The Thousand and. months, Tim relied on 
One Nights, were supposed to have taken his totally waterprool 
place between 786 and 809. Rolex Submariner, the 
"There is no doubt Chronometer that had 

hat Sindbad is based erved him in the re- | 

that Sindbad ıs based on served him in the re- 





historical fact,’ says Tim. construction of other [è 
"Heisasymbolofthewhole voyages. LARA ERN. T 
extraordinary phenomenon Thus Rolex watches, which have been up 
of Arab seafaring nearly the highest mountains, to the depths of the sea, 
twelve hundred vears ago. to both poles and through the deserts, have 

“We aimed to show | now become part of the Arabian legends of 
how Sindbadandtheearly ‘The Thousand and One Nights. 


Arabian navigators coped 
withthe6,000-milejourney 
! "om from Oman to the South 
China Sea. To do that, we had to build a boat 
as identical to his as possible’ 

The original Arab trading ships 
were constructed from planks sewn 
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together with coconut fibre. (Marco 
Polo, we are told, was not impressed by 
these methods. Modern naval histori- 
ans were not very encouraging either.) 

However, an authentic ship was 


ALSO AVAILABLE IN STEEL AND ISCT. YELLOW GOLD OR IN STAINLESS STEEL 
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ot w With 746 guest rooms and 40 suites, | Kuala Lumpur and Bangkok. Our 
the Shangri-La brings to China's capital 24-hour room service, fine Chinese 
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In Switzerland, the word "First" has always stood for something lofty. 
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View of the Churfirsten (7566 ft) in Eastern Switzerland: in Swiss German dialects, "First" means à mountain's highest prominence, where one can enjoy a truly breathtaking view 


Like the magnificent Firsts of the Swiss Alps, the First Class section on all of Swissair's 
long-haul aircraft offers an uplifting experience of a very special kind. Right from the start, 
with a welcome-drink in hand, you'll take in a view of the most exquisite culinary setting 
complete with a wide choice of fine wines. And in one of our cushy Slumberettes, with its 
automatic foot support and continuously adjustable back rest, when the moments just 
right you can take a refreshing excursion in the land of vour dreams. But the best thing 
about our First Class service is that you can enjoy it on all of our aircraft even on short 
(lights throughout Europe. Clearly, when it comes to “Firsts” - just like Switzerland - Swissair 


IS second to none. swissairá y 
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Just as John Arden [ARTS & SOCIETY, 3 

cs apre an aluminium tube to 
„help him shoot straight with his blow- 
` pipe so he needs a little bit of extra help 


^| with his facts. Although placing Chin 


| Peng in the Easter 1946 Victory Parade 
in London. makes a good story — one 
which has been around for some time — 


<1 government documents of the period do 
<£ not list him among the Malayan Com- 


munist Party representatives who made 
*the trip. Again piecing together the evi- 
dence from government documents and 
other sources, it seems that rather than 
acting on Chin Peng's orders, as Arden 
| suggests, the attacks on rubber plant- 
 ations in Perak in June and July of 1948 
were the work of local units frustrated 
by the central committee's indecision 
and spurred on by the need to get hold 
of cash to replace the money that the 
“Central” could not supply after the de- 


Bo - parture of their leader and triple agent, 
“Mr Wright,” with the party's funds. In- 


deed this local action by ill-coordinated 


? | units appears to have been one of the 
reasons that the communists’ campaign: 


went off at half cock. 


Two other points. The end of the 


M 3 Pone ied was declared on Sunday 31 
. July 1960 not on 30 July. Sir Henry Gur- 
ney, like his predecessor Sir Edward 


Gent, lived in King's House not in Car- . 
cosa. Carcosa was the residence of the . 


«| chief secretary and later, under Gur- 
ney’s successor Gen. Sir Gerald Tem- 
pler, the deputy high commissioner. 
^ | Toronto S 
PX compassion 
Outcasts of history [BOOKS, 25 June] 
devotes most of its review of Discrimi- 
nation. Against Buraku Today to the 
Burakumin of Japan, then says ". . . the 





| Burakumin are like the Hibakusha, or 


A-bomb survivors and their descen- 
dants. Both groups experience dis- 
crimination, especially in marriage 
because of beliefs that they are socially 
or genetically inferior.” 

Those words instantly brought to 
mind an experience 41 years ago in 
Nagasaki which greatly puzzled me at 
the time and which today may be ex- 
plainable in terms of the Hibakusha syn- 
drome. 

-I had landed at Sasebo (Japan's An- 
napolis) on the first day of the Occupa- 
tion of Japan in September 1945. In the 


.. | spring of 1946, I decided that as com- 


‘| munications officer of my unit, I owed it 


| to our country to go to Nagasaki and 
^jearn what the A-bomb had done to 


the communications equipment. in the 
area'sepicenter. . 


Richard Stubbs. 


| self to me in exchange for the 









re ire etn ens dae an m rm arare nnt nuno 


In the house there was only a crying 
baby and a lady of absolutely exquisite 
features. With my few Japanese words 
and phrases and my trusty pocket 
dictionary | made known my mission. 
She showed me all around the house but 
I saw nothing that I had not already pur- 
chased in the Sasebo area. | 

in those days, when we went visitin 
the countryside, we always loaded our 
pockets with jelly beans, Hershey choco- 
late bars and all the goodies that the 
Post-Exchange sold us that reminded us 
of the good old U.S. of A. 

i was nibbling away durirg the entire 
house tour and as I was about to take my 
leave, the lady started pointing to the 
crying baby, then to her bosom to indi- 
cate that she had no milk for it, then, 


slowly but surely, she mace polite ges- - 
tures that she would gladly remove her | 


mompei, get into the bed aad give her- 
»e goodies in 
my pockets so that she woulc then be 
able to nurse her baby. T 

When I realised what this 





very fine 


person was meaning to de, | politely 


declined her offer and immediately 


emptied my pockets on to the bed, then - 
called in my jeep driver, explained the © 


sation to him and he enthusiastically 





sit 


emptied his pockets also. | 
... 1 now wonder if the Hidakusha syn- 
| drome had come into existence by then | 
and.this woman, feeling herself de- 
_graded by it, felt she had nothing to lose 
|i by giving herself to one of the con- 


querors for the sake of her baby. 
Aristides George Lazarus 


The Singapore Governmen: has long re- 





always or entirely tied tc rational ex- 
planations. 

Freedom of the mind — the freedom 
to speak, write, think and publish — is 
the most basic of all the rights of a re- 
sponsible citizen in a democracy. It 
must be respected even if an equally re- 
sponsible government is beat on rooting 
out subversives. 

A democratic government, in coun- 
tering what it alleges to be severe, if 
not grave, abuses by subversives of the 
citizens’ rights, interests and liberties, 
mzy have to limit these very same 
rights, liberties and interesis. Such acts 
ot limitation, however, should not un- 
fairly curtail the legitimate rights of re- 
sponsible and  intelligeat citizens! 


Otherwise, the limitation would pose a 


threat to the very nature enc constitu- 
tion of a democratic society. 






the integ- 


sponsibility of 


| boldened that liquidations were car 





proof taat the New People’s A 
(NPA) as stepped up its terrorist 


and under the very noses of governn 
authori&es. Waile in the countrys 
commu 
“progrè 
i Dtivities, 


hungry children. . 
sage — at 
| at destavilising the Aquino gove 


garded its critics in both the foreign and | 


local press with misgivings that are not | to resis! 


_scribe related matters. 
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But. 
the REW | 
are waitmg for a picture of the REVIE 
readers’ favourite pin-up, the redoubt: 
able James Fu. We are longing to see 
your mest consistent — not to say pe 
sistent — correspondent looks at all li 
ais correspondence. CHE 
Southamoton, England G. W. S. Robinson 


Climete of fear 


The bru:al murder of 50 soldiers, police 
men an& public servants since Janua 
this year. the recent raids on military d 
tachmerts in different parts of the coun 
try whica claimed the lives of man 












ings i 


tivities t» create a climate of fear orc 
otic atmosphere inthe country. _ 
Urban terrorists have become so 








in the hear: of the metro 







E 


ist rebels continue with th 
sive taxation" or extortion 
"victimising even lowly farm 
sly earn enough to feed t 
All these convey one distinc 
the notoriety of the Com 


Party o: the Philippines/NPA i: 





tcommunism. dns 

- May5eit is about time the Philip 
Government implemented policies wh 
can realy thresh out and solve the 
surgency problem before it is too late 
Manila - Esmeraldo P. Carungc: 


Pioneercrappers — 


You de the Canadians less than justice 
in poking fun at their choice of name for 
a line in lavatories [TRAVELLER 
TALES, 13 Aug. ]. | ERR 
I thiak a little research willshowt 
the name they chose derives from 
Londot: firm called, if memory serv 
Joseph Crapper & Sons who made toilet 
bowls i Vauxhall in Victorian tim 
The name, which was emblazoned 
the procluct, gave the English-speak 
world tae contracted form of the gooc 
man's game now so widely used to d 











veCanadians are, apparenth 
giving due recognition to an a 
edged pioneer in their field. 
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| ingapore Changi 
irport offers you some of the 
fastest and most convenient 
connections in Asia, we know. 
àny transit stop costs you 
We therefore go out of our 
make your stay here as 
asurable and as useful as 
ssible. By offering you the 
ice of over 40 shops to buy a 
vide range of items — from 
uvenirs to jewellery, from 
imeras to candies at bargain 


oS 


delicacies to please every 


palate. Or a business centre, a 
‘nursery, and day rooms (6-hour 
rates). Of course we also 


tic pace of jet-age - 
travel with cool, calm and - 
. courteous efficiency to 
help you get on with your 
journey. That's how we treat all 
- our 10 million visitors a year. 
. After all, according to the — 
. Business Traveller Magazine, 
. we're the best airport in Asia. 


uthority of $ 
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out of world. markets, have turned in a staggering perform- 


ces have risen to levels once confined to the realms of fan- 





































prospect cf any trebling in prices now appears remote. Fi- 
nance writer John Mulcahy assesses the rewards and the 
risks which await adventurous investors. 


Cover illustration by Morgan Chua. 








Page 12 _ ! 72 
South Korea's upcoming presidential 
election ruptures the working re- 
lationship between opposition lead- 

| ers Kim Dae Jung and Kim Young Sam. 

 andthreatens to split the vote against | 


government candidate Roh Tae Woo. 


Page 13 . 

Philippine. President Aquino prepares 

to appoint another new cabinet in the 

wake of the worst military rebellion . 

since she took power. Meanwhile, us 
partment and Pentagon offi- 





| abrupt end when a High Court j jud 
rules that the Six defend 1 





to answer. 
Page 74 












- Japan Air Lines is given th 
but the carrier's high operating costs 
and poor results may make investor: 
think twice before buyi ng shares. 


Page 76 





cials express concem over the revolt. 


| Page 21 a 
Japar 's three ‘new indon Mi- gro share. offer is 
| va, Takeshita and Abe, to- subscribed despite doubts about the 
| 
| 
| 
| 
i 
| 
| 
| 
i 
| 










g with veteran politician Nikaido, | 
contend to replace Nakasone as 
| leader of the Liberal Democratic Party - 
3 and premier. 


resources. 
83 





the US. 
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A deep-sea fishing joint venture be- 
tween Thai and Malaysian companies 
may be a first step towards easing 
tensions between Bangkok and Kuala 
Lumpur over a fishing dispute. 


Page 34 
| The referendum on New Caledonia 
: produces a majority vote for remain- | 
| ing part of France but the Kanak 
| dabit erodes the poll's credibility. : 


Even as | Pr rime Minister Gandhi fights. | _ 
off allege itions of corruption and | 
the disarray in the ruling party, Indian |. Prope 
oppositionists make common cause | KO! 
to oust id at the next gone elec- | inge | 


sell some of its buffer stocx. 
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plastic credit cards with microchips. 
Page 98 


foreign trade. 









ast Asia's booming bourses, fuelled by strong econo-  ; 
mic growth and a surfeit of institutional funds spilling 1 
ance in the past 18 months. Combined market capitalisa- {HES IONAL AF FAIRS 
tion has increased 150% to US$150 billion while stock indi- ^ South Kores: Campaign cracks 
3 Philippines: Running scared 
tasy. But with the high returns have come extreme risks for | 


investors, prompting doubts about future growth. The 9888n: forgnga folowing 


| Taiwan: Now it's labocr's turn 
| Pakistan: Tro war WAN dé 
| Li relations: Going fishing together —___. 32 i; 


: Foreign intone: Gift-bearing sultan 
| | Malaysia: Mystery of tie mosques 
The iongest and most expensive » trial , Indie: Gangiag up on Gandhi 
in Hongkong's history comes: toan. 
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group's apparently limitless financial : al c ra rer 


US groups are likely to be favoured | pig. 
when contract bidding ‘or Taipei's. 
subway project opens as Taiwan is _ 
under pressure to cut its surplus with | 
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Two Taiwan 


openly visit China 

A Taipei newspaper, the /nde- 
pendence Evening Post, has 
challenged the Taiwan Gov- 
ernment's long-standing ban 
on Taiwan nationals visiting 
China by sending two reporters 
on a two-week reporting trip to 
Peking, Shanghai, and Fujian 
province. The trip came after 
Taiwan had already indicated 
that it will soon allow people to 
visit relatives in China. The 
government has threatened to 
punish both the newspaper and 
the reporters. But lawyers say 
the maximum penalty ap- 
peared to be a clause in the 
newly passed National Security 
Law which allows the au- 
thorities to refuse exit visas for 
two years. 

e journalists, Lee Yung- 
teh and Hsu Lu, flew to Peking 
on 14 September from Tokyo, 
after obtaining visas from 
China's Tokyo embassy. China 
News Service, the domestic 
newsagency, agreed to make 
internal travel. arrangements 
and abide by their request that 
no official reception be held. 
The Post publisher Wu Feng- 
shan said the trip's purpose was 
to assess the reception Taiwan 
people may receive in China 
after the ban on travel there is 
removed, and to inform its 
readers about living conditions 
in China. — Carl Goldstein 


Vietnam releases 
detainees 


Vietnam has ordered the re- 
lease of 6,685 prisoners, in- 
cluding two ministers and nine 
generals from the former South 
Vietnamese regime, who had 
been held in re-education 
camps since the end of the 
Vietnam War. Another 5,320 
will have their sentences re- 
duced under an amnesty mark- 
ing National Day on 2 Sep- 
tember. — Murray Hiebert 


Sri Lankan Tamils 

war themselves 

An internecine struggle be- 
tween Sri Lanka’s Tamil 
separatist groups, which began 
in Batticaloa district of Eastern 
Province on 9 September, has 
left up to 100 people dead. 
Most were victims of the do- 
minant Liberation Tigers of 
Tamil Eelam (LTTE) which is 
determined to wipe out the 
rival People's Liberation Or- 
ganisation of Tamil Eelam. 


10 


The LTTE, which domi- 
nates the north, is trying to 
muscle in on Eastern Pro- 
vince. The 29 July Indo-Sri 
Lankan peace accord provides 
for a merger of these two pro- 
vinces into a semi-autonomous 
administration with a referen- 
dum later in the east to decide 
whether it wants to remain 
united or to separate. 

— Manik de Silva 


China asks Japan to 

free export rules 

Chinese leader Deng Xiaoping 
has asked Japan to loosen con- 
trols on the export of militarily 
sensitive technology to China. 
During a meeting in Peking 
with Saburo Tsukamoto, the 
chairman of Japan's opposition 





Democratic Socialist Party, 
Deng said that “Japan is being 
too unfriendly towards China.” 
Deng was referring to the 
Foreign Exchange and Foreign 
Trade Control Law, which was 
newly amended to strengthen 
controls after a Toshiba sub- 
sidiary had sold sophisticated 
milling machines to the Soviet 
Union. — Nigel Holloway 


Two more of the 22 people de- 
tained in Singapore in May and 
June for involvement in an al- 
leged anti-state Marxist conspi- 
racy were freed on 12 Sep- 
tember, leaving 13 still being 
held without trial under the 
country’s Internal Security 
Act. 

The two released were Har- 
vard graduate and business- 
man Chew Keng Chuan, and 
lawyer Tang Fong Har. A gov- 
ernment statement said they 
had been freed on the recom- 
mendation of an advisory 
board, chaired by a High Court 
judge, on the grounds that they 
were unlikely to resume sub- 
versive activities. 


— A Correspondent 


Australia 

to fall in 1987-88 

Australia's budget deficit will 
fall to only A$27 million 
pees million) in 1987-88 
ending June) from the previ- 
ous year's A$2.7 billion, Trea- 
surer Paul Keating said on 15 
September. Strong growth in 
receipts from new capital-gains 
and fringe-benefit taxes and 
some A$1 billion in asset sales 
were the basis of the reduction. 
Keating also said there would 
be a review of the corporate- 
tax rate, which at 49% is dis- 
couraging investment. The 
economy would grow 2.75% vs 
2% last year, and current-ac- 
count deficit will fall to A$11.5 
billion from A$13.6 billion. 
The markets responded posi- 
tively, with the local dollar u 
to a 16-month high of 73.4 US 


cents the following day. 
— Hamish McDonald 
Hongkong economy 
forecast 
Hongkong's economy has 


grown faster than official calcu- 
lations indicate. In February, 
Financial Secretary Piers 
Jacobs reported real GDP 
growth of 8.7%. Now, the Cen- 
sus and Statistics Department 
has disclosed it underestimated 
various figures, including pri- 
vate consumption, aspects of 
domestic fixed-capital forma- 
tion and changes in stocks. The 
revised preliminary growth 
figure for 1986 is 11%, and 
growth of 0.6% for 1985 was 
revised to a contraction of 
0.1%. The changes came 
ahead of Jacobs’ mid-year eco- 
nomic review, expected to pro- 
duce an upward adjustment in 
the 1987 growth forecast. 


— John Mulcahy 
Hongkong firm drops 
Macau complex plans 


Hongkong-listed Trafalgar 
Housing is lying low, with most 
of its major projects failed or at 
a standstill. Its auditors have 
refused to give its recently re- 
leased 1987 annual report a 
clean bill of health, and ac- 
cumulated losses at 31 March 
were reported to be HK$710.3 
million (US$91.1 million). 
Trafalgar's plan to market a 
17.5 ha, residential-commer- 
cial site in Macau by offering 
Portuguese residency permits 
to Hongkong Chinese ran into 
trouble with both Hongkong 
and Portuguese authorities. By 


the time the difficulties were 
resolved, the firm lacked the 
funds to continue with con- 
struction and had to sell most 
of its assets to reduce debt. 

— Elizabeth Cheng 


Antaibao coal mine 
is opened 
The Antaibao open-pit coal 
mine in Pingshuo, Shanxi — 
China's biggest joint venture 
— was officially opened on 10 
September by Occidental 
Petroleum chairman Armand 
Hammer and Chinese Vice- 
Premier Li Peng. The US$650 
million complex is to produce 
12 million tonnes of washed 
steaming coal a year, 75% for 
export. Occidental has in- 
vested US$200 million in the 
mine. The project was predi- 
cated upon coal prices of 
US$40 a tonne (in 1983 dol- 
lars): coal prices now stand at 
about half that level. 

: — Robert Delfs 


Taiwan bank to fund 
from US 

Taiwan's Export-Import Bank 
will expand its relending-fi- 
nance facilities with new funds 
for US banks to relend to US 
exporters. The plan, intended 
to help reduce the US-Taiwan 
trade deficit, is expected to be 
approved by the Ministry of Fi- 
nance by end-month. It calls 
for an increase of US$10 mil- 
lion for each US bank for re- 
lending to US firms exporting 
capital goods to Taiwan. In- 
terest will be 5.5% for loans 
under two years, and 6.25% for 
two- to five-year loans. These 
funds are separate from a plan 
being developed by the Minis- 
try of Economic Affairs. 


— Jonathan Moore 
India cuts back to 
fund relief 


Benefits for Indian officials 
have been cut back, and civil 
service cost-of living raises fro- 
zen, in a set of austerity mea- 
sures to finance drought relief. 
The steps should save some Rs 
6.5 billion (US$500 million), 
according to Finance Ministry 
estimates. That should help 
offset the Rs 2.3 billion in re- 
venue-sharing funds granted to 
drought-hit states and Rs 1.8 
billion in grain stocks released 
for food-for-work program- 
mes. The question still remains 
of meeting some Rs 20 billion 
in projected drought expenses 
this year, on top of the record 
budget deficit of Rs 56 billion 
for the fiscal year 1987-88 (end- 
ing March). — — Lincoln Kaye 
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TOKY o's ASEAN AID 
Officials i in Tokyo are hastily 


aid to Asean for Prime Minister © 
| Yasuhiro Nakasone to deliveron his 
. | trip to Thailand on 25-27 September. 
-| Nakasone will outline the US$2. | 
| billion aid package to Asean and 
leave the details to his successor to. 
announce at the Asean summit in 
December. A senior Japanese 
. | Foreign Ministry official is to visit all’ 
.]. six Asean capitals in early October in 
an attempt to flesh out the aid 
package. 


SUMMIT JITTERS 

Diplomatic moves are under way to 
change the Manila venue for the 
14-16 December Asean heads of - 
government summit meeting. "The 
ability in the 


















Philippines after the 28 August revolt 


against President Corazon Aquino's 


government has prompted fears that . | kacian 


| dissidents could try to embarrass 

| Aquino during the summit. Another 
objection to Manila is more general: 
officials planning the summit hope ..- 
the foreign press will emphasise 
Asean's economic dynamism and © 

political stability. But they fear the 

.| message could get lost if domestic 

oe the show pu intrude to < “steal 

the sho 
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nors eral Philippine - 
sin southern Luzon have | 

napproached by an anti- . 

Kuomin ing (KMT) organisation. 

o erect pradio mom Ee to 








< The Union of Burma Bank said it would 
issue banknotes of Kyats 45 and 90'to replace 
ac which were demonetised recently u3 

ept 


CHINA 

The first Taiwanese journalists to visit 
China openly since 1949 arrived (14 Sept.). 
Nepal's King Birendra held talks with Presi- 
dent Li Xiannian in Peking (/5 Sept.). 


Fill 

Armed troops patrolled Suva's streets 
after gangs went on a burning and smashing 
rampage in the capital (/3 Sept.). | 


i HONGKONG. 













answer (/5 Sept.). 


reparing a major announcementon - 


| China'snew president, 


Mr Justice Barker ruled that the six de: | 
fendants of the Carrian trial had no case to | 
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Sorsogon governor r Raul Lee and 
other officials in Camarines Sur were 
visited by George Chang (Tsan- Ru 
of the World Internationa! 
. Formosans for Independence, a 
Taiwan independence umbreila 

‘cup which is also knowmas the 
World United Formosan: 
Independence Movement. Chang is a 
former president of the group and 
well-known in anti-KMT circles. 


APPOINTMENT LISTS 


China's new 
leadership line- 
up, to de revealed 
at the :3th 
National Party 
Congressnext _ 
- 1, is still not 
| finalised. Many 

| changes are being 
meme made, bu: the 

om) latest ^up-to-- 
! J date"listin ^... 
Peking names s the 79-year-old general . 
Yang Shangkun, vice-chairman of the. 
| party military commission, as 

b iid 
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Rice rations: ANF nearly 26.006 i caren, 
refugees living in camps ir Thailand 
near the Burmese border nave bee 















| cut. by up to 15% because of a lack of © 


funds. The refugees, Ruhe 
ie A betweer Karen © 
ó Burmese treoph.] have ` 


stene-throwing rightwin g Hindu denon: 
stzators clashed with police who used tear gas 
and batons to disperse ! them |: 5 Sept. ) 


MALAYSIA 


to kill the US ambassador to Jakarta because 
ay believed he was anti-Maslim, a public 
prosecutor said (75 Sepi.). 


NEW CALEDONIA 

The territory voted overwhelmingly to 
stay part of France in an ince pendence re- 
ferendum (13 PEPI: J 


PAKISTAN 


~ 


zhen arrived onan official visa (77 Sept.). 
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3 | eat Yasuhiro Nakasohe, S. 
.. promised to give his "strong suppo 


| Japan (1 
| Finan Ministry would allocate 


| help finance European Commun 





Four Islamic extremists admitted lotting | 


Chinese ace Foreign Minister Zhu oi f 


a se ire cabinet resigned (9Sept.). Pree 
Aq cepted the resig- - ! 









been under the care of Christian 
groups fer the past four years. But 
now the groups, which did not exp 
to have to look afterso many refug 
for so long, are short of funds. 


SURRENDER PRICE 
An expected mass surrender by the 
last group of about §50-880 
pro-China Malaysian communists _ 
who remain active along the 
Thai-Malaysian border has been 
indefinitely put off following a . 
breakdown in talks with Thailand’s 
southern-based 4th Army Region. 
The guerillas are demanding i. 
substantial financial assistance for ` 
their rehabilitation. The demands ar 
regarded as excessive and 
unreasonable. The Thai authoritie 
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SOU TH KOREA 

Ruling party leader Roh Tae Woo H 
talks with US Presidert Reagan i in Washit 
ton (74 Sept. ). ^ 


The Tamil Tigers guerilla group- mas 
| sacred at least 75 people in an attack on rival 
| militants in the eastern Batticaloa district, i 
, was reported (73 Sepi.). Indian troops in $ 
Lanka fired at gunmen of the Tamil Tige 
-wounding one man and arresting. him an 
| two others (15 Zu ). | D 
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istoric reporting visit to. 
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By Shim Jae Hoon in Seoul 
| H aving agreed on the outline of a new 
E Wconstitution, South Korea's major 
political leaders have begun the race for 
| the presidential election to be held not 
| later than 20 December, But the as yet 
not officially declared. campaign of 
Em Dae Jung and Kim Young Sam has 
| already ruptured the.two opposition 
leaders’ working relationship, evoking 
the shadow of 1980 when they. also com- 


sition ranks and allowing the military to 
"step inandtake power. . 

Through whirlwind trips to the 
ithern cities of Kwangju, Mokpo and 
jon from 8 September, dissident | 
ader Kim Dae Jung has stolen an early 
ad on his rival. | 
ve, the 62-year-old Kim chose his na- 
constituencies of Kwangju and 


. on the government of President 
in Doo Hwan. His speech about 


ial system" roused the crowd of 
.300,000 who welcomed his 
pal return home. © 

t was the first time he had visited 
angju and Mokpo since 1971, when 
yearly defeated then president Park 































the country. An unabashedly senti- 
ental journey to his home base (he 
s born on the nearby island of 


the hero worship he elicits from the peo- 
ple of Cholla region; it was also de- 
signed to impress the rest of the nation 
X ith his populist image and programme. 
^. Back in Seoul and other cities, how- 


Backfire. For while he carried the mes- 
sage of peace and reconciliation, the 
- spectacle of hundreds of thousands. of 
— people of South Cholla tearfully shout- 
ng “Kim Dae Jung" has rekindled fears 
over the danger of “localism” in South 
. Sorean. politics. Long accustomed: to 
. thinking they have been bypassed in the 
| past two decades of industrtalisation, 
. the people of Cholla clearly perceive 
Kim as their regional saviour. . 

oe The sentiment in Cholla favours Kim 
as president — especially after 26 years 
f military-backed rule by a succession 
tmy generals from the rival pon 
.yongsang, such as the late Park and. 
mbent Chun — and he looks set to - 
ght for the office. aes M idend call- 





blaming its origin « » 
governments, Kim 









eted against each other, splitting oppo- 


In a well-calculated: 
«po to deliver the first stinging at- 


iving the dictators but not the dic- : 


auido), the September visits were an 
loquent reminder of his charisma and 


ever, all that glory was beginning to. 
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ing what locals saw as past injustices. 
The truth may not be so neat. The 
previous Park government pushed in- 
dustrialisation on the basis of what colo- 
nial Japan had left behind in 1945 — the 
Seoul-Pusan railway axis, for example, 
connects. the capital with industrial 
bases along the southern coastal. areas 
near the biggest port city of Pusan. That 
required the central government pour- 
ing its resources into Kyonggi (near 
Seoul) for labour and Kyongsang pro- 
vince (containing Taegu and Pusan) for 
transportation and export infrastruc- 
ture. Cholla has been left to play its role 
as the rice basket of the nation: ^ 
Moreover, by focusing his attack on 
localis, — Kim told some 50,000 peo- 


ple i in the agricultural city of Taejon on 


12 September; “[The government] has 


discriminated. against [my] Cholla, but | 


simply ignored [you in] Taejon” — he 


undermining Kim Young Sam, the pre- 


Democratic Party (RDP) who is from 
Pusan. 


mally declared his candidature, he told 
the REVIEW that since the nation had 
been led for 26 years by people from 
Kyongsang, the time had arrived for a 


.man from “somewhere else” to lead the 
«government. 


. At the. RDP’ s 14 September meet- 
ing, Kim Dae Jung rejected Kim Young 


Sam's plea to stop local barnstorming as 
|. well as speeches accenting localism. “I 


need to make up for 16 years of absence 


under: detention: to” see what. people: 


























want," he replied: Instead, Kim Dae 
Jung, in. his capacity as RDP adviser, 
has asked for a speedy reorganisation of 
the gany $ local chapters. 

f the 94 chapters, 36 remain to be 
reorganised following the-formation of 
the RDP, and the current weighting 
gives Kim Young Sam a distinct advan- 
tage. In response, Kim Young Sam's 
supporters have declared his intention 
to run, and he has refused to cooperate 
with his rival in sponsoring rallies. 

The likelihood of the two men run- 
ning separately can only help Roh Tae 
Woo, president of the ruling Democra- 
tic Justice Party (DJP), who is now tour- 
ing the US and Japan. His meeting with 
President Reagan on 14 September, 


where he merely reiterated his commit- 
ment to democratisation, has had the ef- 


fect of projecting him as a "serious, 


. world-class figure" enjoying US back- 
was not just lambasting Chun but also | 


While Kim Dae Jung TEM still not for- | 
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tember press conference 
| sought 
| publicity. benefits. 
i ahs that Re 


ing, an ally critical to South Korea’s 


-security and economic survival, a senior 
sident of the opposition Reunification ` 


DJP official told the REVIEW. Roh's US 


. trip was a shrewd move to make the 


Kim-Kim rivalry at home look like a 
petty division in an opposition camp in- 


| capable of running a government. 


ut Roh's White House visit has 
drawn criticism from the two Kims 
as well as students and other activists as 


| "an act of grovelling to a big power." 


However, Gaston Sigur, a US assistant 
secretary of state; during a 15 Sep- 


to counterbalance whatever 
Roh 4 was getting. by 
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welcome any opposition candidates if 
they wanted likewise to come to Wash- 
ington. In being so even-handed, the 
Reagan administration was clearly de- 
termined to avoid a repetition of 1981, 
when it welcomed Chun but heightened 
anti-American sentiments among South 
Korean dissidents. 
The overriding concern over security 
— made even more imperative with the 
Seoul Olympic Games just 12 months 
away — and recurring wildcat strikes 
eroding the base of an otherwise suc- 
cessful economy, render more credence 
to Roh's gradualist programme of 
democracy coupled with social and eco- 
nomic reforms. By contrast the coun- 
try's middle class, which sided with the 
opposition in June for the sake of re- 
forms, has become disillusioned by the 
renewed labour unrest and political 
chaos. Middle-class South Koreans are 
beginning to worry that their hard-won 
freedoms may be jeopardised by stri- 
dent demands for full-blown democracy. 
When he returns home from the US 
and Japan on 20 September, Roh is ex- 
pected to waste no time in pushing 
ahead with an aggressive, nationwide 
campaign, focusing on democracy, re- 
forms, economic growth and stability. 
"We have reached the stage where na- 
tional unity and economic development 
can no longer be attained by means 
other than democratic, such as au- 
thoritarianism,” he told a cheering 
crowd before leaving for the US. Hav- 
ing successfully snatched the democracy 
slogan from the two Kims through the 
29 June declaration conceding the direct 
residential election and the lifting of all 
ns on Kim Dae Jung, Roh’s stature 
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By James Clad in Manila 
resident Corazon Aquimo has been 






all 26 of her ministers to resign — the 






than 10 months. 
Many senior 





overnment officials 
have also resigned in the wake of the 
gravest military mutiny vet mounted 
against Aquino’s government on 28 Au- 
gust (REVIEW, 10 Sept.). But one more 
shuffle of names will not, by itself, head 
off further expressions of military dis- 
sent. 

By initiating another cabinet change, 
Aquino has diverted attention away 
from a more basic issue: the extent of 
power-sharing since the February 1986, 
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ut there is a growing possibility that 
Kim Jong Pil, 61, the former premier 
who helped stage Park's coup in 1961 
and then created the dreaded Korean 
Central Intelligence Agency (now re- 
named Agency for National Security 
Planning) will announce his own presi- 
dential ambitions, adversely affecting 
Roh's overall electoral fortunes. The so- 
called Third Kim holds sway in the 
farming regions of South and North 
Chungchong provinces, where he was 
born. His experience as premier and 
leader of Park's ruling party makes him 
a unique contender with long experi- 
ence in government. “I want to ask peo- 
ple to judge whether [Chun and Roh] 
were right in scuttling my plans for 
eventual democracy following the assas- 
sination of president Park," he told the 
REVIEW. 

Not many people are convinced he 
can win, however, in view of Park's au- 
thoritarian record. He seems more not- 
able as a symbol of the past rather than 
for his current popularity. What 
analysts are watching is not his chance 
of winning the election, but the leverage 
he has to sway his supporters to either 
Roh or the two Kims. What price he will 
extract for this remains uncertain. Oo 








military-backed revolt which toppled 
former president Ferdinand Marcos and 
swept Aquino to power. Even mea- 
sured by immediate political impact, the 
cabinet shake-out may vield only mixed 
returns. 









cabinet change betrays weakness. First, 
the government's cohesion looks more 
tenuous than ever. Rather than rallying 
around a president they helped install. 
for example, the business community 
and Roman Catholic Church hierarchy, 
in particular, has sensed an haben 
in the coup’s tense aftermath to elimi- 
nate some unpopular Aquino advis- 
ers, as did scheming factions within the 
government itself, 

Secondly, the mooted departure of 
the most unpopular of this targeted lot, 
Executive Secretary Joker Arroyo and 
speech-writer Teodoro Locsin, would 
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her cabinet. On 9 September, she asked | 


Running scared 


Acuino calls for a cabinet change in wake of military revolt 


second clean sweep of the cabinet in less | 





To the mutineers, especially, the | 


mean capitulation by Aquino over à 


agonising about another change to | very important principle: loyalty. Push- 


ing out those who most loyally, if not 
always competently, have served her 
would send another clear signal of 
weakness. The same message would 
also come through if Aquino yields to 
pressure to remove Armed Forces of 
the Philippines (AFP) chief of staff 
Gen. Fidel Ramos. 

The impression of a passive, reactive 
presidency has also been reinforced by 
other government steps following the 
latest rebellion. Asking the Philippine 
Congress for more pay rises for the mili- 
tary and creating a Council of State for 
high-level discussions may have been 
necessary and overdue but, either way, 
they seem reactive moves — 
forced on the Aquino govern- 
ment rather than initiated by it. 

Beyond immediate poli- 
tical calculations, another 
round of cabinet resigna- 
tions coulc also cripple the 
bureaucracy. Upbeat talk 
about “renewal” or a “fresh 
start” overlooks the de- 
moralising effect on civil ser- 
vants of another change at the 
top. 

In some departments — 
labour, public works and local 
government stand out as good 
examples — bureaucrats are 
trying to adjust to their third 
or fourth boss in 18 months. 
The swirl of changing minis- 
ters, each of whom place their 
own men in strategic positions 
within departments, enervates 
the bureaucrats still more. Yet 
the proclaimed end of the 
latest cabinet change is more “govern- 
ment efficiency.” 


ust before the mass resignations, 
Arroyo blamed three prominent 
businessmen, all within the influential 
Makati Business Club, for plotting his 
removal. The venom with which they 
reacted to the claim gave credence to 


_ Arroyo's point. Backed by the business 


community, which sees the 60-year-old 
executive secretary as Left-leaning and 
incompetent, much of the local media 
have added to the pressure for his re- 
moval. 

By doing so they implicitly suggest 
that his departure would defuse the 
current tension. This ignores the 
longer-term aims of powerful backers 
behind miltary dissidents. It also ig- 
nores Arroyo’s restraining effect on 
such doubtful initiatives as plans to 
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incur more foreign debt to finance land 
reform. . 
For this and other reasons, Arroyo 


| thas seemed a nationalist counterweight 


to church-influenced technocrats inside 
Aquino’s government. He is not with- 
out friends. And the former human- 
rights lawyer knows his president well. 

e has protected her from insistent de- 
mands and favour-seekers, tailoring 
:he paper flow to a size she could man- 
age. 

After Arroyo and Locsin stands a 
lengthening queue of other potential 
victims, including Finance Secretary 
“aime Ongpin, Public Works Secretary 
Vicente Jayme and Economic Planning 
Secretary Solita Monsod. They might 
go to counter-balance Arroyo's exit. 
Several members of the Presiden- 
Wal Commission on Good Govern- 
ment, over which suggestions of im- 
propriety hang (REVIEW, 17 Sept.), 
may also leave. So might central bank 
governor Jose Fernandez and customs 
eommissioner Alexander Padilla. 

The first cabinet reshuffle occurred 
November, also after 
Aquino used the "courtesy-res- 
ienation" device to sweep the 
board clean. On that occasion, 
te president sacked three 
ministers also unpopular with 
other factions as the price for 
dismissing former defence 
minister and now opposition 
leader Juan Ponce Enrile — by 
then a part of her government in 
mame only. Down went three 

liticians loyal to Aquino and 

r family, leaving their con- 
tmued loyalty in doubt. 

Philippine political culture 
values loyalty. It is a virtue to be 
rewarded, not penalised. Doing 
the opposite suits the plans of 
scme powerful civilian politi- 
cians backstopping the military 
dissidents. These figures care little 
about government efficiency or even 
unleashing the military against com- 
munist insurgents, though these issues 
ar? important. Instead, they want the 
destruction of the family power base 
belstering Aquino, both that of her in- 
laws on the Aquino side and that of her 
immediate family, the Cojuangcos. 

In interviews at Fort Magsaysay, the 
jumping-off point for Honasan’s 28 Au- 
gust revolt, senior army officers hinted 
at the type of changes they envisage a 
“stronger” government should make. 
First, they assert, such a government 
should prune the AFP which, shorn of 
the “incompetent” Philippine Con- 
stabulary, would fight better. Secondly, 
the government should make a com- 
prehensive sweep of communists known 
to be working in the country’s legal, 
"cause-oriented" groups. 

To these officers, the form of a gov- 
errment which takes these actions — 
even if it retains Aquino as a figurehead 
— s irrelevant to the goal. o 
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A split opinion 


US officials are divided on Philippine military problems 


By Nayan Chanda in Washington 

W hile the Reagan administration re- 
mains committed to a policy of un- 

qualified support for Aquino, there are 


signs that the recent coup attempt has | 


accentuated differences of opinion be- 
tween the US State Department and the 
Pentagon over the nature of the prob- 
lems afflicting the Philippine military. 

Without in any way supporting the 
attempted coup, the Pentagon seems 
more understanding of the military's 
grievances than the State Department, 
which has harshly condemned the move 
as little more than a power grab by anti- 
democratic forces. 

The REVIEW has learned that these 
differences in perspective surfaced dur- 
ing a 10 September closed-door hearing 
of the US House of Representatives' 
Asian and Pacific affairs subcommittee. 


Rebels occupy TV-station: above the law. E 








Following a public hearing on the 
Philippines situation at which David 
Lambertson, deputy assistant secretary 
of state for East Asia and the Pacific, 
testified, committee members heard 
closed-door testimony from Lam- 
bertson and from Karl Jackson, his De- 
fence Department counterpart. 

Sources said Jackson, who happened 
to be visiting Manila during the coup at- 
tempt, described the plotters from the 
Reform the Armed Forces Movement 
(RAM ) as idealistic officers frustrated 
by what they view as the Aquino gov- 
ernment's failure to address the mili- 
tary's grievances and by what they say 
are deficiencies in its counter-in- 
surgency strategy. In contrast, Lam- 
bertson presented the rebels as self- 
aggrandising individuals whose actions 
could only help the communist insur- 
gents. 

One explanation for the Pentagon's 
view is that, given its close association 
with the Philippine military, some Pen- 
tagon officials naturally sympathise 





with the rebels' publicly stated grievanc- 
es — poor pay, leadership problems and 
corruption, among others. 

An official said that though the 
RAM asks for a comprehensive 
counter-insurgency strategy, what the 
really want is a free hand for the mili- 


_ tary. "They seem to be saying: ‘Give us 


the money and the authority, and we'll 
defeat the insurgency.' People seem to 
have forgotten what has been the record 
of the army in fighting the insurgenc 
under [ousted president Ferdinand] 
Marcos," he said. 

While the military’s grievances 
about poor pay and a lack of resources 
are acknowledged all around, State De- 
partment officials argue that a major 
problem is in training and leadership. 

State Department sources admit what 
they called a “difference of nuance” 
among some Pentagon and State De- 
pees officials but stress that the po- 
icy of supporting Aquino not only en- 
joys bipartisan support in the US Con- 
gress but is solidly entrenched. “Our pol- 
icy is unequivocal support for Aquino,” 
a State Department official said. “If 
anything, the recent crisis has increased 
the support for the policy in other agen- 
cies of the government,” he asserted. 


Si Department sources privately 
acknowledge that Aquino's govern- 
ment has its shortcomings and that there 
are legitimate grounds for dissatisfac- 
tion in the military. However, unlike 
Pentagon officials, whose eyes are fo- 
cused on the communist insurgency, 
State Department officials point to 
Aquino's political achievements and a 
5.5% first-quarter economic growth 
rate this year when they explain their 
support for the present administration. 

A senior US official, who expressed 
grave concern over the state of the 
Aquino government, sees a danger in 
the military’s attitude: “The Philippine 
army,” he said, “has become a South- 
east Asian army in the mode of Thai- 
land and Indonesia. It feels it knows 
better than the civilians how to run the 
country. Added to that is Aquino’s deep 
doubt about the fundamental loyalty of 
the army and the fact that they have the 

uns. 

The official said Aquino has left the 
impression that she is indecisive and her 
administration is adrift. “She has to give 
the appearance of being decisive to halt 
ore eroding confidence,” the official 
said. 

In the face of its own budgetary 
crunch, the US has slashed proposed 
military and economic aid to the Philip- 
pines to US$260 million for fiscal year 
1988 from US$406 million in 1986. @ 
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Having a compliant bank can have short-term 
advantages. But our customers know that our 
objective advice and professional response are 
the surer way to long-term success. 


UBS - committed to excellence. 






UBS in Asia and Australia: Hong Kong Branch (13th Floor, Gloucester Tower, (4: Union Bank 
và of Switzerland 


11 Pedder Street, Hong Kong), Singapore Branch (50 Raffles Place * 38-01, 
Shell Tower, Singapore 0104), Tokyo, Osaka, Bombay, Sydney. UBS worldwide: 
in all important financial centres around the globe. Head Office: Union Bank 


of Switzerland, Bahnhofstrasse 45, CH- 8021 Zurich. 
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-~ | The scale and CORBIS " of many 

of today S “government and corporate sponsored 

. projects are so immense that the engineering of 

. the underlying finance assumes overwhelming 
importance. 

In particular, the financing solution 
not only has to help the contractor make his bid 
more attractive; it has to help the sponsor or the 
buyer acquire and sustain the project. too. 

Yet its not unusual — 
in all the months, or even years, of 
intensive planning — for the critical 
question of how to achieve the most 
cost-efficient financing tc be the last 
thing on the participants minds. 

Thats wher the problems 








really start. 

For the harsh reality is 
that, however convinced you are of 
the project's viability, otners will see 
| things rather differently at first. 
— While you're looking at 
the opportunities, theyll be pointing to the risks. 
= And when it comes to the crunch, 
cm. Ps how skilfully the risks are analysed, and 
distributed between the various participants and 
3 sources, that will determine whether or 
not finance i is going to be available at all; and if 

— is, what it's going to cost. 
! So, the earlier a project 
| finance specialist is 
| And if its Chase that you 
involve, better still. 

More than any other bank, we have 
what it takes to maximize your project's true 
potenti ial by minimizing the downside risk to you 
and your financial backers. 

















that of our project finance spec alists, with o 
ground, we'll help you assess construction, — 


accounting, remittance ard countertrade 


sponsors, and their contractors, where other 
roject finance specialists said that a j deal S 
wasnt on. 5 


integrates size, inti 
industry knowledge 
depth of | investment and commercial. bankin 
products and services. 


invo-ved, the better. 








For further information contact Will Lily or Richard Ball in Hong Kong on E 843 1234.. 


Hasan Askari in Tokyo on (3) 287 4100 or lect Seth in Singapore on 530 4246. 


financing costs. AN. 
First of all, many of our key - 
executives were once line engineers in suct 
important industries as mining, chemicals, — 
petroleum, coal, aluminium anc steel. | 
As a result, our industrial expe 
is unrivalled in the banking world. 
By combining this expertise with 













































network resources and our people on the. 
market, currency anc other risks, as well as t 


regulations. 

Then we ll help you find the bes 
financing solution. 
| With our — of altemái 
sources, we've put together financings for proj 








What's more, at Chase we’ re ab 
to back up our advice with our own financi ia 
resources and underwriti ng muscle. 

Which means that if we believe 
project — b. y, chances are it will, 
"s global banking capabi 
"national network, specia 
. and a unicue breadth an 

















Its this capability that sets us apa 
from other financial institutions; and that can - 
help you ge: your project to where you want: 
to be. x 
Not on the shelf, but off the ground 





As the airline with the world's most modern fleet, we are eagerly following the development of this experimental hypersonic passenger aircraft 
which could be operating by the turn of the century. Travelling at twenty five times the speed of sound, it would enable us to fly you from, sav, 





THE AIRCRAFT OF THE FUTURE 
COULD WELL FLY AT MACH 25 ON LIQUID HYDROGEN. 


AND DOM PERIGNON. 


London to Singapore in a mere 50 minutes. Or from San Francisco to Hong Kong in one hour. The aircraft engines will run on liquid hydrogen 
while our inflight service, as always, will run on Dom Perignon. We'll simply have to pour little bit faster. SINGAPORE AIRLINES 
CEE SEE ee eee 
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The very soul of France. 


When you stay at a Meridien hotel, you ll soon see what “Art de Vivre’ 
means, even if you don't speak a word of French. If you like stylish service and elegant surroundings. 
if it suits you to be in a world class hotel with a complete range of business services and leisure 
facilities, and if you have a penchant for French cuisine. 
Le Meridien is the place for you: they've got it down to a fine art. 


The very soul of France in the very heart of: 

Athens, Lisbon, London, Nice. Oporto, Paris-Etoile, Paris-Montparnasse, Tours, Brazzaville. 
Casablanca, Dakar. Douala, Gisenyi, Kigali, Luanda, Marrakech, Mauritius, Port Gentil, 
Reunion Island, Seychelles, Tunis, Boston, New Orleans, Newport Beach, New York, 
San Francisco, Montreal, Vancouver, Bahia. Rio, Guadeloupe, Martinique, Abu Dhabi, 
Al Khobar, Baghdad, Damascus, Khartoum, Kuwait, Lattakia, Cairo. Heliopolis, 
Palmyra, Bangkok, Colombo, Hong Kong, New Delhi, Phuket, 

Singapore, Tokyo. 


Opening soon: 
New York Liberty, San Diego, Antalya/Turkey, Nairobi, Beijing, 
Shanghai, Chengdu, Taipei. 
Informations and reservations: Your Air France ticket office, your travel agent. 
or call “Meridien Reservation International” 
(MRI) in Hong Kong (852.3) 66.99.96, 
or in Singapore (65) 733.28.78. 
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forthe LDP pret: 


Takeshita oai leader after Tanaka “action takeover 


By Charies Smith 


"If the election were held now 
Takeshita would be certain to win, but in 
Japan the horse which grabs an early 
lead usually gets pushed to the back on 
the final stretch." 

"Takeshita's chances depend on whe- 
ther the LDF picks its new leader 
through a primary election or by consul- 
tations among party elder statesmen. He 
would be almost certain to win a pri- 
mary, but there is probably not a single 
member of the party's Supreme Advis- 
ory Board wko would pick him as 
leader.” 


hese two statements, one by a 
journalist and the other by a well 
known academic, explain why 63-year- 
old Takeshita, the LDP’s secretary-gen- 
eral and head of the 115-member 


Keiseikai or Takeshita faction, is still far- 


from certain of winning the party presi- 
dency when Nakasone steps down in 
E Takeshita's success in July, in 


it about the bs 





effectively destroying the old Tanaka 


faction and attracting 80% of its mem- 


bers into his own new grouping trans- 
formed him overnight into the 
heavyweight contender for party 
leadership, with more parliamentary 
followers than either of his main rivals. 
Apart from sheer weight of num- 
bers, Takeshita's encyclopaedic knowl- 
edge of who is who in the Japanese 
bureaucracy and his legendary skills asa 
fund raiser make him a formidable fig- 
ure within the LDP. But his treatment 
Cf his former boss, the chronically sick 
ex-premier Kakuei Tanaka, has laid 
him open to charges of deviousness 
which even his own staff admit could be 
camaging. More serious are doubts 
being voiced about s ability to 
graduate from a backroom “fixer” to an 
international statesman worthy to suc- 
ceed Nakasone. 
A further — 


weakness is that 


Takeshita, to a greater extent than 
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Takeshis: heavyweight conte 


either of his two mam rivals, appears t to 
strike foreigners as a "typically faceless" 
Japanese politician. A former junio 
high school English teacher who does 
not speak English (at least publicly), he. 
has never held the post of foreign minis- 
ter. He is far less well known abroad. 
than Gther top LDP aders. 
Takeshita's close associate and de 
facto chief of staff, lcwer house membe 
Keizo Obuchi, says there is no qu 
of Takeshita wanting to duplicate: 
sone's style as prime minister. 





sone belongs to the class (rare in 
Japan) of aggressively extrovert politi- 
cans who may be needed to raise 
morale and rally national sentiment 
“at certain periods of history," but 
who also tend to exaggerate their 
own achievements, Obuchi suggests. By 
contrast, Takeshita is claimed to have 
the patience and the negotiating 
skills needed “to actually get things 
done." 

Takeshita's son-in-law, Takenobu 
Naito, who edits the house magazine of 
the Keiseikai, claims Takeshita would 
never have committed Nakasone's error 
earlier this year of trying to launch a 
controversial tax reform without first 
building up a consensus within the LDP. 
The parliamentary lobbying techniques 


for which Takeshita is famous could be 
useful, Obuchi suggests, when the time 
comes to enact laws actually implement- 
ing the sweeping reforms in fields such 
as finance, education and public admin- 
istration which were only "sketched 
out" under Nakasone. 

Takeshita's performance as finance 
minister during the first three-and-a- 
half years of Nakasone's leadership 
typify the ambivalence with which he is 
viewed inside Japan. A top ministry of- 
ficial, who worked closely with him dur- 
ing his first two years as minister, told 
the REVIEW that Takeshita showed skill 
as well as courage in depoliticising some 
of the crucial issues of financial liberali- 
sation, including the admission of 
foreign companies to the Tokyo Stock 


The mainstream maverick 


Miyazawa *'brilliant' heir to conservative tradition 


M is the man the Japanese 
business world and a sizeable por- 
tion of the country's bureaucratic elite 
see as the natural successor to 
Nakasone. But Miyazawa's rich experi- 
ence — he has headed four key central 
government ministries — and his 
acknowledged intellectual brilliance do 
not necessarily make him an effective 
political animal. 

Although head of the LDP’s second- 
largest faction, and heir to a long tradi- 
tion of “mainstream” conservative poli- 
tics stretching back to the famous post- 
war prime minister, Shigeru Yoshida, 
Miyazawa is also something of an out- 
sider. The moves being made to form a 
Takeshita-Abe alliance in preparation 
fer the October leadership struggle 
mean that Miyazawa could find himself 

against an overwhelming numerical 
disadvantage in a party vote on the 
leadership. 

His only hope of offsetting this 
would seem to be to enlist the support of 
Nakasone, whose fourth-ranking LDP 
faction has so far stayed neutral. Apart 
from the disadvantage he faces in the 
LDP “numbers game," Miyazawa is 
thought to lack both a taste and an ap- 
titude for political infighting. 

Miyazawa's long-serving private sec- 
retary, Tsuneo Hattori, admits that 
people tend to see his boss as a remote 
and slightly arrogant figure lacking the 
“earthy warmth” exuded by the more 
traditional type of LDP leader. The real 
Miyazawa is approachable and unas- 
suming, Hattori claims. His staff also 
present him as being a “true Japanese,” 
Stee in the concepts of giri and on 
(social duties and obligations) and ad- 
dicted to sake and pickles rather than 
wine and French cuisine. 

Despite having a superb command of 
English and an impressive network of 
US contacts, Miyazawa is perceived in 
some circles as being anti-American. 


But Hattori suggests that Miyazawa’s 
willingness to speak out in front of for- 
eigners on controversial issues such as 
trade and defence may account for his 
slightly abrasive reputation in the US 
and Europe. In a recent talk on how 
Japan's economic system should be 
adapted to meet external pressures he 
went out of his way to say that the high 
Japanese savings rate — usually seen by 
US economists as key cause of the trade 
imbalance with the US — was some- 
thing to be encouraged. 

Miyazawa's tendency to speak out, 
however, may not be simply a matter of 
intellectual honesty. Close colleagues in 
Japan as well as Western diplomats feel 
he may have acquired a combative a 
proach towards foreigners in his early 
days as a Finance Ministry official, 
when the overwhelming power of the 
US forced officials to take a stand on 
bilateral issues. Miyazawa gained more 
(not necessarily positive) experience of 
dealing with the US when he acted as in- 
terpreter in the early 1960s for then 
prime minister Hayato Ikeda. His con- 
temporaries say that in this role 
Miyazawa often took matters into his 
own hands freely paraphrasing, rather 
than just translating, what the prime 
minister said in bilateral negotiating ses- 
sions. 

Miyazawa's great strength as a po- 
tential prime minister (as well as in the 
various ministerial posts he has held in 
his long career) is clearly his ability to 
frame policies that are based on a pro- 
found grasp of the complex issues in- 
volved, and to state them persuasively 
(in both Japanese and English). The 
three-year-old Miyazawa plan for 
“doubling Japan’s social assets,” con- 
ceived as a follow-up to Ikeda's income 





Exchange SE) and the licensing of 
foreign trust banks. 

Takeshita refused to panic when 
former US treasury secretary Donald 
Regan "banged the table" over both 
these issues in early 1984 but had the 
sense to see that the stockmarket issue 
would not be resolved by giving just one 
US company, Merril Lynch, a seat on 
the TSE, the official said. He also 
"understood, but did not blindly fol- 
low" the Finance Ministry's policy of 
giving priority to fiscal stabilisation, 
over the need to reflate Japan's econ- 


omy. 

Buina leaders and even staff 
members of the Bank of Japan (BoJ, the 
central bank) who had to deal with 
Takeshita during his time as finance 








doubling plan of the 1960s, appears to 
go to the heart of Japan’s current 
need to find a way of channelling 
surplus funds into socially useful 
causes. 


A: a former Finance Ministry tax offi- 
cial Miyazawa also seems to have 
been able to tackle ministry officials on 
their own ground when discussing fiscal 
issues. The asset-doubling plan, unlike 
the rather vague economic policy “vi- 
sions” of Takeshita and Abe, goes into 
detail on questions of how much money 
might actually be available over the next 
few years to finance structural changes. 
In particular, the plan argues that po- 
tential GNP growth and the amount of 
tax revenue that might be yielded froma 
given rate of growth are higher than 
conventionally estimated. 

Miyazawa's expertise on tax and 
budgetary matters, as well as his evident 
impatience with traditional processes of 
consensus formation, made for an un- 
comfortable first year following his ap- 
pointment in July 1986 as finance minis- 
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minister take a very different view of his 
rformance. One BoJ source said, 
akeshita went beyond the call of duty 
in deliberately "talking up" the yen in 
early 1986 so as to force the central 
bank to lower interest rates and distract 
attention from the need for a change in 
the Finance Ministry's fiscal policy. 
Whether or not this was wise, Takeshita 
is seen as having failed to put pressure 
on his officials when a policy shift be- 
came urgently necessary. 


— personal aides say that, 
unlike the other two front-running 
leadership candidates, he still believes 
that fiscal conservatism is best. This 
negative position sits oddly with his fa- 
mous (but seldom explained) “Japanese 


ter in Nakasone’s third cabinet. Even 
Hattori admits that bureaucrats who 
had grown used to the “compliant” 
Takeshita took time to get used to 
Miyazawa's more independent ap- 
proach. The ministry is also said to have 
reacted poorly when Miyazawa made 
no attempt during cabinet discussions in 
May 1987 to explain its strong reserva- 
tions about Nakasone's *ó6 trillion 
(US$39.5 billion) reflation package. 

By and large, however, Miyazawa 
seems to have gained stature through 
his confrontations with Finance Minis- 
try conservatives. His work as finance 
minister has also brought him closer to 
Nakasone, who (Hattori suggests) may 
have suffered from some of the popular 
misconceptions about Miyazawa before 
the two men became close colleagues in 
the summer of 1986. 

Miyazawa's strategy for winning the 
LDP leadership has been to try to split 
the Takeshita-Abe alliance through pri- 
vate talks with Abe — arguably its 
weaker member — while at the same 
time moving as close to Nakasone as the 
two men's very different attitudes to de- 
fence-related issues permit. As the 
leader of a “dovish” LDP faction, 
Miyazawa has faced obvious difficulty 
in digesting Nakasone's hawkish views 
on defence and more generally on the 
need to “make a clean sweep of post- 
war politics." His solution to the prob- 
lem has been to claim that Nakasone in 
office has turned out to be more cauti- 
ous and less inclined to upset the exist- 
ing order than the “old” Nakasone. 

In a recent speech in the north- 
ern prefecture of Aomori, Miyazawa 
claimed that he had been reassured by 
Nakasone's undertaking not to try to re- 
vise the Japanese constitution during his 
term as prime minister despite his 
known reservations about Article 9 (the 
clause which rules out war). Cynics 
wonder whether it was Nakasone's 
"changed position on defence" or 
Miyazawa's need for a strong ally in the 
LDP leadership race which has been the 
bigger factor in bringing the two men to- 
gether. — Charles Smith 
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Archipelago Homeland Theory," by 
which Takeshita appears to be advocat- 
ing heavy public-works spending to in- 
crease amenities in local areas (such as 
his own political stronghold, the south- 
western Shimane prefecture). The 
Takeshita homeland theory “came to 
him” in 1976 when he was construction 
minister in the cabinet of then prime 
minister Takeo Miki. 

In a recent bid to give the theory a 
more international look, officials have 
begun speaking of a “Global Homeland 
Creation Theory." When properly spell- 
ed out, this will call for more Japanese 
foreign aid and for more efforts in the 
field of culture and education — some- 
thing that Takeshita is said to have been 
keen on since he launched the earliest 


Abe, Takeshita, Nakasone and Miyazawa on t. 


version of Japan's overseas voluntary 
youth service scheme as head of the 
LDP's youth education division in 1959. 

Uniike Nakasone, whose wartime 
career as a naval officer put him in touch 
with amumber of future opinion leaders 
and econom:c theorists, Takeshita has 
no personal brains trust to help him with 
policy formation and apparently does 
not want one. "Policy in Japan is made 
by bureaucrats and by the party, not by 
individual leaders,”  Obuchi said. 
Takeshita would be “superb” at imple- 
menting the policies worked out by 
others. another observer suggests. 

Bu: in a Japan where a prime minis- 
ter has to be seen to lead, as well as simply 
to get things done, some observers ques- 
tion whether this would be enough. E 


Familiar face abroad 


Abe colourless but competent with foreign expertise 


be, head of the third-largest LDP 

faction and chairman of the party's 
executive committee — one of the three 
key positions in the hierarchy — could 
win the party leadership by default, 
or just conceivably bv amicable ar- 
rangement with his close friend, 
Takeshita. 

Unlike his rivals Takeshita and 
Miyazawa, Abe has managed to climb 
near the pinnacle of political power 
without acquiring a strong negative 
image. All a group of housewives could 
find to say of him in a recent public opin- 
ion poll — in which participants were to 
pick an animal which reminded them of 
€ given politician — was that he looked 
like a “panda with more charm than 
brains.” 

Conversely, Abe has been described 
as the man best suited to hold office if 
Japan faces no particular problems after 


Nakasone steps down in October. But 
the tall, bespectacled Abe may not be 
quite as colourless as some reports have 
su ed. 
mor bureaucrats at the Forei 

Affairs Ministry who worked with him 
during his three-and-a-half-year stint as 
foreign minister — until mid-1986—say 
he is quicker than most poino at 
grasping the essentials of a problem. 
This was possibly due, one of them 
suggested, to his eariy training as a re- 
porter for the Mainichi Shimbun news- 

per. Abe's close contacts with foreign 
eaders, including US Secretary of State 
George Shultz, also mean that he would 
not be starting from scratch in the task 
of staving off crises in Japan’s external 
trade relations. 

Foreign Ministry officials say Abe 
got to know Shultz so well that the two 
men were abie to dispense with the for- 











malities that normally precede discus- 
sions between top leaders. The two men 
never got onto first-name terms, but the 
Abe-Shultz link may have done more to 
assist the smooth running of US-Japan 
relations than the more heavily touted 
"Ron-Yasu" relationship between US 
President Reagan and Nakasone, which 
some Foreign Ministry sources see as 
being —; symbolic. 

And Abe’s relations with Iraqi 
Foreign Minister Aci Aziz and, to a 
lesser extent, with his Iranian counter- 
E. may explain why the Foreign 

nistry still thinks Japan has a chance 
to hel 
Gulf 

Abe's foreign experience enables 
him to talk with confidence about the 

"creative diplomacy" which he would 
poo as prime minister. He seems on 
ess certain ground with domestic. is- 
sues, despite efforts by a circle of hand- 
picked academics and businessmen to 
ceme up with a series of catchwords en- 
capsulating the “Abe approach” to busi- 
ness and the economy. 

Abe's main conviction in the field of 
domestic affairs seems to be that the 
Nakasone cabinet moved too slowly and 
cautiously in reflating the economy 
after trade problems began to slide out 
of control in the first half of 1985. His at- 
tempt to put this idea into a broader 
centext in the latter half of 1986 under 
the slogan "New Growth" failed to 
catch on because rank-and-file mem- 
bers of the Abe faction objected to the 
use of a foreign expression and declined 


work out a compromise in the 


Disintegrating influence 


i iw dark horse in the LDP succession struggle is Nikaido, 
itician on the party’s Right whose career 
by his relations with former prime minister 


a maverick 
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Abe: ‘creative diplomacy.’ 
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rent domestic economic strategy are 
said to have brought him into close con- 
tact with Seizaburo Sato, a professor of 
political economy at Tokyo University 
who is one of Nakasone's “brains” as 
well as a former adviser of the late prime 
minister Masayoshi Ohira. Despite this 
indirect link with the Nakasone camp, 
Abe's sense of his own political iden- 
tity is based on his "descent" from 
former prime minister Nobusuke 
Orie whose daughter he married in 
Abe sees Kishi as having pla 
key role in the formation of the 


eda 
D. 


| which came into being in 1955, a year 
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to promote the slogan in their con- 
stituencies. 

Since the failure of New Growth, 
Abe has been tinkering with a "New 
Japan Creation Theory," which would 
sum up many of his notions about the 
need for an economic strategy "stress- 
ing people rather than enterprises." A 
350-page book describing this "New 
Japan" and how to create it will appear 
on 2 October as the Abe faction's final 
and most ambitious attempt at lay- 
ing a theoretical basis for party leader- 
ship. 

Abe's attempts to develop a cohe- 


tive 


the mid-1960s. 





little ministerial ex 
chief cabinet secretary vs 
Science and Technol 
ment Agency under 


before Abe himself was elected to parlia- 
ment for the first time — and thus in 
stabilising Japanese politics. Kishi's 
death in August is said to have increased 
Abe's sense of his responsibility to carry 
on the "Kishi tradition" as the LDP's 
next president. 

His close associates say that Abe's 
stature has increased following Kishi's 
death and that he now sees himself as 
"torch bearer” for his particular wing of 
the LDP. Uncommitted outsiders still 
have difficulty in identifying the fea- 
tures that might make an Abe cabinet 
distinctively different from one headed 
by any other “new leader." 

In an interview, Abe, asked to 
comment on the possibility of an Abe- 
Takeshita alliance, said: “Takeshita and 
I have been friends for years and our re- 
lationship runs very deep. The fact is, 
though, that there’s only one seat.” 

— Charles Smith 


rience, having served onl 
er Tanaka and as director of the 
ogy Agency ency and the Hokkaido Develo 
e late prime minister Eisaku Sato 


Against this he boasts more experience of party manage 


has been sha 
Tanaka. 


Nikaido’s position as president of the aa "- 


member Tanaka faction — then the party's 
largest — gave him a major say in discus- 
sions on the LDP leadership up to and even 
beyond the formation of the first Nakasone 
cabinet in late 1982. In the past two years, 
however, the gradual disintegration of the 
Tanaka power machine has weakened his in- 
fluence. Nikaido today heads a remnant fac- 
tion consisting of only 18 members of the 
original Tanaka group, while his rival 
Bakeshita has 115 parliamentary follow- 
ers. 

Nikaido’s announcement in May 1987 
that he had decided to run for the c er 
idency, following Nakasone’s expect 
ignation in October, seems to have been an 
to jump the gun on the cautious 
, who had been putting off the an- 


attem 
Tak 
mouncement of his - candidacy. With only a handful of 





Loc an mend rting him, Nikaido has no chance of 
actually winning, but he could well emerge as a deputy prime 
minister in the next bind — — particularly if the prime minis- 
ter turns out to be Miyazawa. 

Nikaido differs from the three “new leaders" — 
Eakeshita, Abe and Miyazawa — in being able to claim rela- 





ment than any of his rivals, d M tution la ie kór po po; 


— of LD secretary-general. A “politician’s polit 


Nikaido is known for his negative views on 
the bureaucracy — whom he once declared 
would be the “ruin of Japan” — and his rela- 
tively weak links with big business. 

Like Nakasone, he has stressed the need 
to involve the Japanese public in decision- 
making, though not necessarily by exploit- 
ing the media. A recent public meeting at 
Tokyo’s Hibiya Public Hall, at which he 
took questions from the floor on current is- 
sues, is seen by some commentators as the 
nearest any LDP leadership candidate has 
come so far to running a public cam 
instead of one limited to LDP members 
of parliament and paid-up party mem- 
bers. 

Nikaido’s close links with the US Repub- 
lican Party, dating back to a 10-year stint as a 
student in California in the 1930s, are said to have made him, 
unusually sensitive to the dangers of US-Japan trade frictions 
spilling over into political tension. As deputy prime minister 
he could have a valuable role to play in “h ” rela- 
tions with the US, though this ates depends partly on 
which party wins the next US presidential election. 

— Charies Smith 





24 SEPTEMBER 1987 e FAR EASTERN ECONOMIC REVIEW 








OuRNETWORK OF 
20 DEALING ROOMS 
WILLACT FOR YOU 
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A bank with more than twenty deal- 
ing rooms around the world is, to say 
the least, unusual. 

A bank which fully harnesses 
this resource to benefit its customers 
is exceptional. 

Standard Chartered has the 
dealing rooms, and the communica- 


tions systems, to deal on your behalf 


twenty four hours a day. Our Globe- 
watch service will execute your stop 
loss or target orders in London, Hong 


Keng, New York and, if necessary, 


a further seventeen major financial 
centres. 

We can also arrange for you 
to deal directly with a Standard 
Chartered dealing room outside 
your local time zone. 


And because of our involve- 


ment in so many of the world’s key 
economies, no other bank can trade 
continuously, on both a spot and 


forward basis, in a larger number of 


currencies. 

Foreign exchange dealing is 
just one way in which Standard 
Chartered co-ordinates the strengths 
of a network which spans over sixty 
countries, to give you a more flexible, 
imaginative and commercially valu- 
able service. 

To find out more, contact your 
nearest branch. 


Standard £z Chartered 


STRENGTH IN DEPTH 
ACROSS THE WORLD. 


HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4Dt 


AROUND THE CLOCK. 






NIGHT FOLLOWS DAY. 
LL 


-—— pe 


2 


ALLL 
ay 











Moving in the Same Direction 


Lucky-Goldstar is a U$12-billion 
group of 26 Korean companies 
working in chemistry, electronics, 
and services. 

Today, Lucky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances and 
fiber-optic communication systems 


JU & LUCKY-GOLL 


to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partner- 
ships with companies like ATKT, 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 
todays most important business 


fields. Through technical exchanges 





and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahajac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to get to know us 
better. Contact the Business Devel- 
opment Dept., Lucky-Goldstar Int'l 
Corp., You o PO. Box 699, Seoul, 
Korea. Phone (02) 785-5694, Telex 
K27266 IGINTL. 


LUCKY-GOLDSTAR 


Business Fields of Lucky-Goldstar Companies: 


Chemistry and Resources (Lucky, Ltd. 2 Honam Oil 
Refimery C Lucky Advanced Materials C) Korea Mining & 
Smet ng Electric and Electronics | 1Goldstar Co., Ltd. 
[]JGeldstar Semiconductor OGoldstar Electronic 
Devises (Goldstar Telecommunication (Goldstar 
Electric ()Goldstar-Alps Electronics (Goldstar Precision 
()Gdicstar Industrial Systems O Goldstar Instrument & 
Electic (Goldstar Electric Machinery (Goldstar- 
Honeywell C) Goldstar Cable Services O 

Intersational C Lucky Securities (Pan Korea Insurance 
C) Goldstar Investment & Finance (C Pusan Investment & 
Finasce [JLucky Development Ci Lucky uere 

OHE Su Ve bc Technology Management Public 

Services & L]Lucky-Goldstar Sports OThe Yonam 
Fourzation (The Yonam Educational Institute 
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support and professionalism. That's what we buy from IBM.” 


— Patrick K. C. Chow Director, Cummins Diesel Sales & Service Ltd., Hong Kong 























The vitality of Hong Kong's fishing and 
shipping industries subjects. boats to 
extraordinarily rigorous work. Long hours, 
heavy loads. at engines are sometimes 
pushed to 150% of capacity. Their crews 


count on that performance. 


They also count on getting 150% from 
Comins Diesel Sales & Service Ltd., which 
supplies engines to many of Hang Kong’s 
boats. Cummins’ engines typically last 20 
years, sO Cummins knows 


a each ee workm: ans m 
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get left behind.” 













When Patrick Chow, directc 1 
sought. to improve that service b by better WT 
managing their inventory, he was looking. for 
long-term reliability himself. He found it in 
his IBM Authorized Dealer. 





Backed by IBM to provide a consistent 
"standard of service, Chow's dealer worked 
with Cummins to identify ways of 
maintaining desired stock levels and 
decreasing response time. They recommended 
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the right IBM personal computers, the right | 





M and helped Cummins put it all to 
work. E 
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With customers that expect 150%, Cummins | 
is committed to delivering unequalled service 
and support. That's why they chose a partner 
that gives them 150%. IBM. : 
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"Some might say encouraging 
clients to be competitors 
is the height of folly. 


We feel otherwise? 


There are times when helping clients meet a strategic 
need means helping them do what we used to do for 
them. For example, with J.P Morgan’ guidance a 
number of multinationals have set up their own in- 
house banks to achieve better treasury management. 
Now they arrange their own swaps, manage their own 
currency exposures, provide credit to their clients, 
finance major projects. Results: funding costs are 
reduced and credit ratings are often strengthened. 

At J.P Morgan we welcome the fact that clients are 
dealing in the markets for them- 
selves. T'he more professional our 
clients become, the more opportu- 
nities there are to interest them in 
new ideas. 





Clients with in-house banking capabilities 
they just test 


don't stop being Morgan clients; j 
ur resources in different ways. 


0 
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V^ Morgan is the worldwide marketing name for | » r 
V7 Morgan & Co. Incorporated and for Morgan Cuaranty J M O a n 
ist Company, Morgan Guaranty Ltd, and 
LE Morgan subsidiaries. 
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Now it's labour's turn 


Workers and their supporters seek to launch a party of their own 


By Carl Goldstein in Taipei 


Am a rising wave of militancy 
among Taiwan's workers, a group 
of labour activists and intellectuals are 
pressing ahead with plans to establish 
the island's first labour party, possibly 
by the end of this month. 

Wang  Yi-hsiung, an opposition 
Democratic Progressive Party (DPP) 
legislator from the southern city of 
Kaohsiung, is leading the drive to form 
a new pare would try to gain the 
support of Taiwan's more than 5 million 
labourers. Backing him up are a number 
of well known leftist writers and labour 
organisers from the China Tide group, 
who earlier had broken with main- 
stream oppositionists in the DPP over 
their perceived bourgeois, pro-indepen- 
dence orientation. 

Until recently, this group had been 
relatively isolated both within the o 
sition to the ruling Kuomintang (KMT) 
and the broader society, though its main 
figures — including the writers Wang 
Tuo and Chen Ying-chen, both of 
whom are former political prisoners — 
are well known. | 

But this situation appears to be 
changing in one important respect. The 
party-building effort has or the firm 
support of local and factory-level unions 
in the Kaohsiung area, as well as a lesser 
degree of commitment from unionists in 
the northern industrial town of Hsin- 
chu. 

The attempt to establish a new party 
thus presents a challenge to both the 


KMT'5 firm grip on the country's labour | 


unions and the DPP, which has been 
beset by factional disputes since its 
founding a year ago. 

The biggest loser could be the DPP. 
Even under the best conditions, the 
planned party will require considerable 
time before it can hope to establish à 
solid base among Taiwan's workers. 
But it represents an immediate blow to 
the already fragile DPP, which sought 
—— to dissuade Wang by of- 
fering to let him head a labour bureau 
within the party. 

The fledgeling opposition party has 
sought to remain all things to all people, 
purportedly representing workers, 
small businessmen and intellectuals. 
The DPP leadership has generally re- 
frained from taking positions that might 
alienate any of these camps. Inevitable 
contradictions, such as that between the 
interests of small factory owners — 
where conditions tend to be worse than 
in the largest enterprises — and work- 
ers, have simply been ignored. 

As a result, the impression has 
grown in some circles that there is little 
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difference between the DPP and KMT 
on labour issues. This picture was 
brought home all too clearly on 25 Au- 

ust when a group of KMT and DPP 
egislators met several US congressmen 
visiting de 

The DPP's labour representative, 
Wang Tsung-sung, à previously obscure 
fizure whose electoral victory over a top 
union bureaucrat in last December's 
elections shocked the government, 
came up with another shocker when he 
told the Americans that Taiwan already 
took good care of its workers. As a re- 
sult, he said, there was no justification 
for the US threat to re- 
duce Taiwan's tariff pre- 
ferences in the US mar- 
ket over the labour is- 
sue. 

“In politics, trying to 
speak for all classes 
means you represent no 
one at all," Wang Yi- 
hsiung said. The 48- 
year-old labour. lawyer 
turned legislator warned 
that a failure to’ pay 
sufficient attention to 
workers’ rights could 
lead eventually to a 
South Korea-type situa- 
tion of violent conflict 
between labour, on the 
one hand, and manage- 
ment and the state, on 
the other. 

Similar thinking in 
the government has pro- 
duced some changes in 
Official labour policies 
during the past six months. The mos: 


„visible was the establishment in August 
of a cabinet-level Labour Commission, 


which aims to strengthen the authori- 
ties’ ability to address labour prob- 
lems. 

But widespread scepticism among 
labour experts remains that such 
bureaucratic solutions will have signifi- 
cant impact. Besides the problem of lax 
enforcement of existing laws, the gov- 
ernment has shown little interest in re- 
vitalising the nation's labour unions. 
"Existing unions are little more than in- 


-struments of bureaucratic control by the 


government," said Hwang Yueh-chin, 
an academic who is one of 11 commis- 
sioners on the new official labour body. 
Recent months have seen increasing 
signs of worker dissatisfaction with 
union officials, who are often chosen by 
management or local party officials. In a 
few places, union cadres are being 
forced by the membership to take more 


. with company management. * 
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aggressive positions vis-à-vis problems 


In August, workers at Nan Ya Plas- 


tics Corp., Taiwan's largest privately - 
owned company, elected to head thee j 


union a man who had earlier been fired 
bv the firm for attempting to promote 
an independent union. Dock workers in 
the northern port of Keelung in late July 


announced their intention to carry out | 
what could be Taiwan's first large-scale — 
strike since 1949, The original strike | 
deadline was early September, but the . 
union extended it to allow further. 


negotiations with dock management. 


Under martial law, which was lifted- 


on 15 July, strikes had been forbidden 


outright, and harsh action was taken by — 
the authorities to quell any small-scale | 


work actions that broke out from time 
to time. Now, though other laws se- 
verely restrict unions’ ability to launch 


strikes. the right itself is notin question. — 
In Hsinchu, unions at two big com- - 


pne — Far Eastern 
ynthetic Fibres 

. Hwa Tong Synthetic 
Fibres 


in favour of pressing for 
working conditions. 


14 unions from big state- 
owned and private cor- 


Chinese Petroleum, Tai- 
wan Power Co., Nan 
Ya, and Taiwan Cement 
announced 
would establish a uni- 
fied district labour 
union on 13 September. 
The idea, organisers 
said, was to establish 
a separate union struc- 
| ture from the official- 
ly sanctioned Chinese 
Federation of Labour. 


Nonetheless, major hurdles remain 


before a new labour party can become a 
significant factor in Taiwan politics. 


One is the lack of a strong base of finan- | 


cial support. Another is weak class iden- 
tification among many workers. 

There is also strong resistance from 
many rope within the M votes who, 
though basically sympathetic with the 
aims of Wang and the China Tide 
group, believe the result will only bene- 
fit the KMT. Thus, the leading mem- 
bers of the party-building effort — ie 
ticularly Wang Yi-hsiung and Wan 
Tuo — refused to reveal either a list o 
their main supporters or the contents of 
the completed draft of a party charter. 

Sources said the document had been 
drawn primarily from the party charters 
of the Japan Socialist Party and Austra- 
lia's La 
changes in order to dilute the more openly 
soci 
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established | 
strike funds in August - 
after the membership 
voted overwhelmingly - 
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PAKISTAN 


The war within 


Zia's support for Afghan rebels fuels internal violence 


3y Anwar Nasir in Karachi 


uo Pakistan's largest city, has 
been under an on-again, off-again 
curfew since 27 August in response to 
5loody ethnic clashes and terrorist acts 
in manv parts of the city. More than 400 
people have been detained by police, 
and the arrests continue as security 
forces try to restore order to this city of 8 
million people. 

Terrorism and violence have in- 
creased throughout Pakistan in the past 
year, both in frequency and intensity, 
with more than 500 people killed in 
Xarachi alone during the past nine 
months. This escalation is the result of 
Pakistan's government-sanctioned role 
as a conduit for US arms supplies to the 
Afghan mujahideen fighting the Soviet- 
backed regime in Kabul, analysts say. 

The official death toll in the latest 
riots has not been released, but Pakis- 


tan's press has reported anywhere from |! 


12-25 people killed and hundreds in- 
jured in one Karachi district alone. The 
city has been plagued by violence since 
last December, when 180 people were 
killed as ethnic Pathan groups armed 
with assault rifles entered a Karachi 
township and opened fire on the largely 
Bihari population. 

On 14 July, a car bomb exploded in a 
crowded Karachi shopping district, kill- 
ing 75 people and injuring another 200. 
The incident was unprecedented in 
Pakistan and signalled an escalation in 
the level of technology used compared 
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to previous terrorist acts. Later the same 
month, riots against police looting and 
corruption in the security forces resulted 
in 22 deaths and 200 serious injuries. 
The Pakistani Government has been 
divided on where to put the blame for 
the car-bomb incident, which triggered 
a new round of terror in the city. Prime 
Minister Mohamad Khan Junejo said 
India was responsible, but was un- 
able to explain why India would be in- 
volved. More credible was President 
Zia-ul Haq's claim that the Soviet- 
trained Afghan intelligence network, 
Khad, was responsible for the incident. 





Violent arrest of opposition supporter in Karachi. 


ble rnative. 


Sources told the REVIEW that the 


Since the Soviet invasion of Af- 
ghanistan in December 1979, Zia has al- 
lowed Pakistan to be used as a rebel 
staging area for the war across its bor- 
der, where resistance groups are battl- 
ing about 120,000 occupying Soviet 
troops that support the Kabul regime. 
Pakistan has permitted 3-4 million Af- 
ghan refugees to settle on its soil where, 
Kabul claims, a large number of ref- 
ugees are trained in guerilla warfare and 
then sent back to fight in Afghanistan. 

In addition, military aid to the 
mujahideen passes through Pakistan. 
Pakistan has repeatedly denied this alle- 
poon, but Washington has confirmed 

akistan’s role. The escalation of ter- 
rorism in Pakistan is believed to be 
a warning. from Kabul that Pakistan 
should stop acting as a springboard for 
US interests in Afghanistan. 

Soviet interests in Afghanistan have 
been hampered as a result of Pakistan's 
aid to the mujahideen. Perhaps the 
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Going fishing together 
Thai and Malaysian firms reach fishing pact 


By Paisal Sricharatchanya in Bangkok 
hailand's otherwise cordial relations with Malavsia have 


been uddied 
s seet of Thai chori: lei a weer cont 


cluded private-sector fishery cooperation pact pro to 


makings 
to ew nt t Prem Tinsulanond on 
tein se originally intended to strike a government-to- 


— , which it would 
Sew Thal t Thai rans to 
more convenient passage 


the proposal was rejected by Kuala Lumpur because of op 


from fishing lobbies in some of Malaysia's states. l 


a 1 September meeting 
Agriculture 


Panupong, a respected veteran diplomat who now serves 
as minister attached to the Prime Minister’s Office. Kuala 


Lumpur subsequently announced the conclusion of the 

Mn E POM BAM VOCUM Dol rere ONERE ae 
both sides were apparently waiting for Prem's 

ties er acer 

Industry sources here said a Bangkok-based 
management firm, White Star Co., has sold a fleet of 
vc pap ee eg gpg purse-sieners valued at about M$50 million 
. — — 
affiliated with 


fleet initially will be manned by Thais, operating in 
herb cemeieed viisqacd aso Malaysia fubur- 
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greatest blow to the Soviets' ability to 
dominate the mujahideen came as a re- 
sult of the ground-to-air Stinger missiles 
which were supplied to the mujahideen 
in the later half of 1986. 

Before the introduction of the 
Stinger missiles, battle reports indicated 
that Moscow and Kabul were finally 
making headway against the rebels by 
dominating the air with Soviet-made 
helicopter gunships, which were used to 
strike at mujahideen targets. However, 
the advantage of the gunships was re- 
duced when the mujahideen were able 
to knock down some helicopters with 
the Stingers, putting the war back on a 
more equal footing. 


pr has allowed the Stingers to 
pass through its territory as part of 
its broader role as intermediary be- 
tween the US and the mujahideen. The 
decision to supply the rebels with the 
Stingers was taken in 1985, according to 
the US media. The fact that the mis- 
siles were not delivered until late 1986 
suggests that Pakistan may have been 
reluctant to take part in such a conspicu- 
ous operation, which it may have be- 
lieved would compromise its policy of 
denying its role in the war. Before the 
delivery of the missiles, there was pri- 
vate concern among Pakistani politi- 
cians and scholars over the conse- 
quences for Pakistan if it took part in the 
operation. 

These same concerns have surfaced 
again as there has been a dramatic in- 
crease in the number of terrorist acts in 
Pakistan since the Stingers were deliver- 
ed. There have also been more incur- 
sions by Afghan air force fighters into 
Pakistan, with Afghan refugee camps 
being attacked. 

Pakistan's North-West Frontier Pro- 
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vince, which borders Afghanistan, has 
seen a 25095 increase in bombings since 
the latter half of 1986. The Karachi car- 
bomb incident, however, was the most 
devastating because it hit Pakistan's 
largest, most crowded and most unsta- 
ble city, which has been torn by ethnic 
strife for the past nine months. 

Zia's response to the car-bomb ex- 
plosion was unexpected. He told the na- 
ticn to brace up and expect more of the 
same, indicating that Pakistan did not 
intend to change its policy on Afghanis- 
tan. In return for acting as a "frontline 
state" for the US, Zia's government has 
received massive injections of military 
and economic aid from the US — 
US$3.2 billion from 1982-87 and 
another US$4.02 billion slated for 
1988-93, US aid, which is channelled 
through the military, has further 
strengthened the Zia regime, which 
came to power in 1977 after a military 
coup and later legitimised itself as a civi- 
lian government through elections in 
which opposition parties were not al- 
lowed to participate. 

Both the people and the Pakistan 
press are becoming increasingly vocal 
about Pakistan’s involvement in the war 
and the resulting instability within the 
country. There is growing resentment 
against the large mujahideen presence 
in Pakistan, which often manifests itself 
in ethnic riots of the type which have in- 
creased with the growing Afghan popu- 
lation and the further crowding of al- 
ready congested cities such as Karachi. 

Much of the local resentment stems 
from the increasing corruption resulting 
from the large drugs and arms trade 
created by both Afghan and Pakistani 
Pathans to fund the war in Afghanistan. 
The incidence of violence has also in- 
creased due to the easy availability of 


arms which have leaked from the US 
pipeline, or have been bought by funds 
generated by the flourishing drug trade. 
US military aid to the mujahideen is es- 
timated to be worth between US$600 
million and US$2 billion. Some reports 
suggest that 20-25% cf these shipments 
are pilfered along the way. 

The corruption fos:ered by the drugs 
and arms trade has shaken the faith of 
the ee RADI in the state's legal 
system. e Pathan-controlled arms 
trade — funded by drug sales — was 
knowingly allowed to grow by the gov- 
ernment because it he:ped the rebels. 

But on 12 December last year, 
alarmed at the proliferation of arms and 
drugs in the country. the government 
launched "Operation Clean-up," in 
which poe swooped down on an or- 
ganised crime hideout. The operation 
had limited success, according to re- 
ports, which indicated that the criminals 
had been tipped off and had moved 
their cache of weapons and narcotics. 

Two days later, an armed Pathan 
group retaliated by attacking the Orangi 
township in Karachi, «illing 180 Biharis 
in an incident which was officially de- 
scribed as “ethnic riots.” Since then, the 
| Binge ep has not attempted to chal- 

nge the underworld 

Faced with the new spate of riots that 
have put Karachi under curfew, the gov- 
ernment is seeking to increase its execu- 
tive and penal powers. An indication of 
this is the continuing arrests and the 
banning of ethnic political parties. But 


as Karachi returns to a time reminiscent 
of Zia's nine years of martial law, the 
Pakistani media have reminded the gov- 
ernment not to forget that the situation 
for which it is exercising martial law 
powers is a situation created out of its 
own Afghanistan policy. o 
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Poll result lays basis for future unrest 


. By Hamish McDonald in Sydney 


he results of a referendum on the 
future of New Caledonia have been 


. read as a victory both by the mainly 


European loyalists wanting it to remain 
a French territory and the indigenous 


= | Kanaks seeking independence. Gov- 


. emrnments in the surrounding South 





Pacific states have said the poll achieved 


. nothing. 


On the face of it, the 13 September 


| vote showed an overwhelming prefer- 
.| ence for remaining part of France, with 
g M of the valid votes saying *Oui à la 


ance" and only 1.7% saying yes to in- 
dependence. However, the pro-inde- 


. pendence Kanak Socialist National Lib- 


eration Front (FLNKS) claimed success 
tor its boycott call on the basis that only 


3995 of the 85.200 registered voters 
took part. 


The FLNKS refused to participate 


 onthe grounds that the voting qualifica- 


. Won, three years’ residence, and the 


*tark choice posed on the ballot paper 
cone a pro-French result, given 
hat the Melanesian-race Kanaks make 

only about 43% of the 146,000 peo- 
p. The Kanak group had sought to re- 


{| strict the vote to those with at least one 






















parent born in the territory, which 
would have excluded large numbers of 
French and Polynesians who have ar- 
rived in the past 20 years. 

The results gave no racial break- 
down of voting patterns, but showed 

rticipation high in areas dominated 
y Europeans and other immigrant 
groups, such as the capital Noumea 
and west coast farming centres, and 
iow where the Kanaks predominate 


along the east coast and smaller islands. 

FLNKS president Jean-Marie 
Tjibaou said that 83% of Kanaks regis- 
tered to vote (41.2% of the total) had 
either backed the boycott or voted for 
independence. But this was based on 
the assumption that all Kanaks who 
abstained did so as a political choice. 
The loyalist Rassemblement 


^ la 
Calédonie dans la République (RPCR) 


said that up to 25% of 
Kanaks had voted, point- 
ing out that overall par- 
ticipation was higher than 
the 50% turnout in the 
November 1984 territory 
assembly elections which 
the FLNKS also boycot- 


ted. 

RPCR leaders said 
that but for intimidation 
by FLNKS activists sta- 
tioned outside polling 
places, more Kanaks 
would have voted. The 
FLNKS claimed heavy 
peaos the other way, 

owever. Its own radio station was jam- 
med during the campaign, leaving no 
counter-voice to the only daily news- 
paper and the state-owned radio and 
TY stations, all heavily biased against 
independence. Over 7,000 troops and 
police closely watched Kanak activities, 
sending small detachments to camp in 
Kanak villages. 

After riot police using batons and 
teargas broke up a sit-down protest 
by about 500 FLNKS supporters in 
Noumea (REVIEW, 3 Sept.), the 








superior finances of the RPCR allowed 
it to circumvent the ban on public meet- 
ings by hiring a sports stadium for a 
rally, where 20,000 loyalists were enter- 
tained with a laser show and parachute 
display between speeches. 

From Paris, Prime Minister Jacques 
Chirac hailed the result as a "triumphal 
participation" and made plans to fly out 
to Noumea on 17 September. Hoping to 
soften the message to Kanaks, Chirac 
said he would detail a planned statute of 
autonomy which could help build a 
more “fraternal” society. 

France’s Socialist Party opposition, 
however, declared that the referendum 
would “not settle anything” — a mes- 
sage taken up by countries in the 15-na- 
tion South Pacific Forum. New Zealand 
— AWN TMS, Foreign Minister Russell 
| Marshall said the referen- 
dum was framed on an 
"unfair basis" and risked 
deepening communal di- 





visions. In Australia, 
Prime Minister Bob 
Hawke said that the 


“58% turnout is not going 
to settle this issue”; and 
Foreign Minister Bill 
Hayden said the choices 
had been “too stark" — 
either remain part of 
France, or be cut adrift. 

One regional concern 
is that now both the 
Kanaks and nearby Melanesians will 
take a more radical approach. Tjibaou 
said setting up a “government-in-exile” 
was not on the FLNKS agenda, but that 
he would not rule out a change to 
the front's policy of non-violent pro- 
test. 

Aside from any new unrest in the ter- 
ritory itself, the imminent source of 
pressure on Paris will come in the UN 
General Assembly, where a motion 
from the Decolonisation Committee is 
due for debate by early December. p 





FOREIGN RELATIONS 
Gift-bearing sultan 
Brunei cash injection for Indonesian projects 


By Vaudine England in Jakarta 


W hen Brunei's Sultan Hossanal Bolkiah visited Indone- 
W sia on 10-13 September he was given a red-carpet wel- 


«ome by Minister of State Sudharmono, Research and Tech- 


nology chief B. J. Habibie and Ind Minister Hartarto. 
The sultan had come badly needed gifts. 
After a private talk with ident Suharto, the sultan let 


it be known that US$100 million was available at less than 2% 
interest, repayable over 25 years with a seven-year grace 
. He also expressed interest in buying shares in the ail- 
Indocement — the largest, national cement any — 
part-owned by the government and Liem Sioe Liong, a busi- 
ness friend of the president. 
Half of the loan is earmarked for the Tangerang toll road 
project, which would involve the sultan in a partnership with 
state-owned Bank Dagang Negara, Krakatau Steel (con- 





nected to Liem) and the state highways firm Jasa Marga. 
Project management is in the of Toetoet Suharto, the 
president’s eldest daughter. The sultan’s contribution con- 
verts the project from “no-go” to “viable,” say sources close 
to the president’s family. 

The remainder is for an alumina plant on Bintan island 

that is to supply the Asahan aluminium refinery, a joint ven- 
ture between the government and a consortium of Japanese 
firms and donors which until recently faced financing prob- 
lems. ; 
No official reason was given for the sultan’s visit and his 
gift. Initially, the visit was linked to Brunei’s regional 
security concerns. The smallest country in Asean, Brunei has 
long fostered a friendship with its large southern neighbour. 
Some observers suggest that the loan might be a response to 
the threat to Asean — Brunei’s security umbrella — posed by 
political instability in the Philippines, and a possible interest 
by Brunei to have the Asean summit in December moved 
from Manila. 

But the sultan’s casual dress and virtually unannounced 
arrival point to an informality in the two leaders’ relationship 
which suggests the reasons for the loan may have been other 
than security-related. o 
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Begin with the high scorer “quay”. 
Stretching 15 km. it accommodates 67 
berths, and has modern container, bulk, 
general cargo and Ro-Ro terminals with 
sophisticated cargo-handling machinery 
assisting in quick turnarounds. 


Add points for "storage". There's ample 
room here, with 70,000 sa.m. of 
warehousing, 750,000 sq.m. of paved 
open storage, 216 refrigerated container 
plugs and a 42,000 Com. cold store only 
30 m. from the quayside. 
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include centralised storage 
for redistribution, easier 
inventory, low storage rates 
and duty free re export. 


"Connections" gives a high tally, too. 
We're strategically located on the 
southern coast of the Arabian Gulf 
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Major shipping lines call regularly, 3 
superb highways link us to key places in 
the Middle East and our proximity to the 
international airports of Dubai and Abu 
Dhabi means every route is open to you. 


Our "Industria! Zone", with its well 
established infrastructure, where several 
manufacturers anc industries have 
already shifted for convenience, is also 
one of the high scorers. 


Add up the points. You'll find À 
without wasting words, that | 
Jebel! Ali Port comes out tops! 
Unquestionably, it's the last word b 
(or two) on ports in the Middle East. E 
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Time to change the US-South 
Korea military relationship 


outh Korea’s economists have 

dampened price inflation, but no 
one can dampen the inflation infesting 
all else in the country’s current political 
landscape: a population density of 1,130 
people per sq. mile; colleges and univer- 
sities with 1.27 million students; a capi- 
tal city of 10 million inhabitants; armed 
forces made up of about 630,000 men; 
economic growth at 15% so far this 
year; hostility to North Korea, and high 
aspirations for democracy and political 
development. 

With recent decisions to cut the Gor- 
dian knot of oppression and political 
control — for the time being, at least — 
South Korea's democratic ambitions 
must tread a path strewn with the debris 
of a generation's military repression. 

Political development must thread 
its way past three defiles: the South Ko- 
rean armed forces and the student dem- 
onstration armies nigh at hand, and the 
even larger North Korean armed forces 
ef 840,000 men only some 48 km from 
Seoul — no commodious field of man- 
eeuvre; rather a champ de Mars. 

Within these confines, much must be 
accomplished: revision or abolition of 
laws restricting the electoral process, 
political parties and a free labour move- 
ment; revisions in judicial procedure to 
eliminate torture and establish minimal 
trial defence rights; tighter restraints on 
the activities of the civil and military 
surveillance bodies, and freedom of dis- 
eussion and the media. 

During the coming months, a bal- 
ance between student mob politics and 
government repression will have to be 
struck. The turmoil of 1945-46, 1960-61 
and 1979-80 warn how the present tee- 
tering balancing act may unfold. 

When the 26-year-old press laws re- 
straining the media begin to crumble 
like the walls of a dam, a flood of de- 
mands will call for the righting of old 
wrongs, corruption and inequities. But 
also in need of repairs is the South Ko- 
rean- US military relationship. 

The legacy of the US-led UN action 
m the 1950-53 Korean civil war placed 
the US in enduring command over the 
South Korean armed forces and in 
stewardship over the 1953 armistice 
agreement. The command was obtained 
en 14 July 1950, at the nadir of the 
Korean War, under a duress which 
shadows its legitimacy today. These 
roles have now become antiquated, 
dangerous and perceived as colliding 
with South Korean sovereignty or with a 
proper arms-length from Seoul's newly 
charged political process. Several 
changes are urgently needed. 


The first and chief residual war re- 
lationship is the tactical or operational 
command the US holds over almost all 


of the armed forces of South Korea. | 


This foreign command, in the words of a 
former commander, is "the most re- 
markable concession of sovereignty in 
the entire world." 

This egregious folly is matched by its 
provocation of South Korea's sense of 
nationalism and independence. The 
command rankles many — perhaps 
most — South Korean Diflters, despite 


their support for its role in defence 
against the substantial North Korean 
Even conservative generals 


threat. 


friendly to the US recommend modify- 
ing or abolishing this control. 

Until 1978, the command was held 
by the US in its capacity as the UN Com- 
mander — with the South Korean 
troops theoretically part of an interna- 
tional defensive crusade. In 1978, a 
Combined Forces Command Agree- 
ment placed a combined South Korean- 
US command with integrated staff and 
headquarters under a US four-star gen- 
eral. The details of its terms of reference 
have not been made public because, 
though the Pentagon does not consider 
it classified, it is a joint document, the 
irap use of which the South Koreans 

ar. 


Gregory Henderson is a Korean-lan- 
g and area expert who worked for 
the US Foreign Service. He is the au- 


thor of Korea: The Politics of the Vor- 
tex (Harvard, 1968). 
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| 
| 











Publicity during and after Chun’s 12 
December 1979 coup and the repression 
of the Kwangju rebellion of May 1980 
have made clear the main dangers of the 
command. Coups are the most fateful 
nexus of a command threat and political 
entrammelment. Since 1960, there have 
been four coup moves. Whenever any 
South Korean units within the com- 
bined command are to be moved — as in 
coups — the US commander must be in- 
formed. If, after a brief period, he per- 
ceives no immediate external threat, the 


| move can be executed. 


However, even without assent, the 
US name has become entwined in à 
coup on the side of South Korean anti- 
democratic politics. Notification im- 
plies consent. This is the significance of 
the use of a unit within the command to 
retake Kwangju on 26-27 May 1980, 
after a bloody uprising in the city. 

The second coup scenario involves 
South Korean army units moving with- 
out notifying the US commander, as 
happened with general (later president) 
Park Chung Hee's coup of 16 May 1961, 
and later, Chun's initial coup of 12 De- 
cember 1979. Here the command is de- 
fied, tension between governments is 
opened but political entrammelment is 
evaded in the public mind. 

The third scenario precipitates both 
inter-government and public distrust. 
The president withdraws South Korean 
units from the command to avoid the 
notification requirement. As coups 
have increased, so has withdrawal of 
units. The 2nd Army, a training com- 
mand, the opel Division guarding the 
president and, more recently, the Spe- 
cial Warfare Forces are now all outside 
the command. It was the Special Forces 
which Chun first sent to Kwangju 
where their unprecedented cruelty 
caused carnage and civil revolt in 
May 1980. 

To cap all these problems, the US 
commander lacks normal military dis- 
ciplinary control over his South Korean 
units. He cannot court martial them nor 
promote or assign them. Such prob- 
lems, once discreetly hidden, will now 
surface. 


he US commander in Seoul hence 

wears many hats, but beneath them 
he has few clothes. He has command 
without control — command in a milieu 
of great military, but still greater political 
danger. As the South Korean military 
controls politics, the US commander 
will be seen as a team player in a military 
hard-ball game of anti-democratic poli- 
tics. 

Rising anti-Americanism has its ori- 
gin in this relationship. The US com- 
mander risks alienating the nationalist 
South more effectively than countering 
the threatening North. The South Ko- 
rean public Mil ape be quick to seize on 
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such US vulnerability should its media 
be freed. 

Behind the tensions lies Korea's par- 
tition. The US commander in his capa- 
city as UN commander plays a role as 
unnatural and misunderstood as his 
armed forces command — he represents 
the "southern" side in the Military Ar- 
mistice Commission established by the 
1953 Armistice Agreement at Panmun- 
jom. 

Because then president Syngman 
Rhee opposed and refused to sign this 
agreement, an American, not a Korean 
face, appears opposite North Korean 
officers in regulating the agreement. 
South Koreans are mere observers. 
Pyongyang then sees the US as the im- 

rialist leader, and South Koreans as 
hagas camp-followers. 

Seoul's sensitivity to its subordinate 
position leads it to block the logical 
Pyongyang plea for three-way talks and 
to shrink from discussing military issues 
with Pyongyang. The US, which balks 


at annoying Seoul and is blind to the | 


chance of gains from Pyongyang, has 
continually failed to advance its Pan- 
munjom role, assigning there 3 musical- 
chair revue of rear admirals, none of 
whom knows the Korean language, 
North Korea or negotiation methods. 
As a result of this weakness, the US 







| E Despite amiortions to the 
| contrary, the South Korean-US 
| 





military relationship remains an 
unequal one. 9 


acquiesces in directing North-South 
negotiations and allows these to become 
profitless shouting matches which have 
undermined both the armistice’s arms 
controls and its careful demilitarisation 
of the Demilitarised Zone (DMZ). 
Washington has never attempted to 
improve this situation through cultivat- 
ing civilian contacts with Pyongyang, 
despite indications that it could. The re- 
sults have been the US’ longest unresol- 
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| 


ved armistice — never coming nearer | 


peace — and an excessive militarisation 


| 
| 


of both Koreas, threatening politics | 


even in the North and devastating it in 
the South for 26 vears since the Park 
coup. 

South Koreans, who are accustomed 
to the 34-year-old Panmunjom ritual, 
may play it down in discussions and the 
media. Yet, re-examination and pro- 
gress will eventually be demanded. The 
US, realising how central North-South 
relations are for internal political pro- 
gress, should themselves advance the 
Panmunjom agreement. At the very 
least, after consulting Seoul, the US 
should propose that South Korea be 


| added to the armistice signatories. The 





Chinese might agree. With adequate 
preparation, perhaps Pyongyang might 
agree as well. 

A potentially explosive issue is the 
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twin dangers of South Korea's growin 


| number of: nuclear power plants — 1 


cempleted or under construction, 
mostly by US companies — and the pre- 
sence of an estimated 600-700 nuclear 
warheads under US control, notably at 
the Kunsan Air Base. | 

Most warheads are for artillery or 
amborne weapons, but 21 are atomic 
mines — a notoriously *dirty" weapon, 
which must be placed south of the 
DMZ, thus endangering South Korean 
cwilians as much as any invading tanks 
from the North. 

The West German Government long 
ago forced removal of all such mines 
from the country because of the poten- 
tial danger to civilians. But South Ko- 
reans are not given nuclear equal treat- 
ment with Western nations and lack any 
control over foreign nuclear weapons 
on their own soil. The issue is not made 
more persuasive by the fact that neither 


 muclear weapons nor nuclear plants 


A 


have ever been located within North 
Korea. 


So Korea's military governments 
have never permitted free discussion 
in the country’s media of the nuclear is- 


sue. The US has relied on this imposed 


media silence for its increasingly unten- 
able refusal to admit to nuclear weapons 


- ja South Korea, referred to in numerous 


declassified documents. Soon the si- 
. Jlence must be lifted. 


Despite assertions to the contrary, 
the South Korean—US military relation- 
ship remains an unequal one. Com- 
mand of South Korean forces, of the 
Panmunjom negotiations and of the nu- 
cear presence will become targets for 
attack in the near future as the local 
media is unfettered. 

Compromise must be planned now. 
Land-based nuclear weapons must be 
gradually withdrawn. The Panmunjom 
contact must be professionalised and 
backed up with adequate civilian Wash- 
ington-Pyongyang channels. The way 


towards a peace treaty must be pre- 


pared, with South Korea first becoming 
anew armistice signatory. 

Finally, the US military presence 
snould be shifted from the riflemen of 
the US Army’s 2nd Division — un- 
needed in a manpower-rich South 
Korea — by reducing the division by 
two-thirds to a brigade. Concentration 
should then be placed on air and techni- 
cal support, well back from the provoca- 
t ve armistice line. 

As negotiation and civilian contact 
improve the Seoul-Pyongyang relation- 
ship, the US should be able to withdraw 
from its outdated and dangerous com- 
mand-without-control over the South 
Korean forces to concentrate on provid- 
mg a defensive shield in Northeast Asia 
ef air and naval capabilities. American- 
South Korean relations should then 
weather better than they can today the 
cawning of a freer era — and broader 
public criticism — in South Korea. QJ 
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Mystery of the mosques 


Rash of arson attacks perplex authorities 


By Suhaini Aznam in Kuala Lumpur 


r5 potentially explosive effects of 
seeing five village mosques burned 
by unknown arsonists are heightened in 
a racially mixed country where Islam is 
the official religion. The rash of fires in 
Malaysia's central state of Pahang early 
on 30 and 31 August sent the stockmar- 
ket plummeting, but otherwise public 
reactions have bán kept well in check 
— auguring well for a society where reli- 
gion is a sensitive subject and race peren- 
nially on people's minds. 

The burning of five mosques in 
Pahang and the aborted attempts on a 
handful of small community halls have 
left a trail of questions but few answers. 
Within a week, Prime Minister Datuk 
Seri Mahathir Mohamad, who is also 
home minister, refuted one theory, that 
Indonesian illegal migrant workers 
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might be the culprits, arguing that since 
the Indonesian immigrants were here to 
eke out a living, they would hardly want 
to attract attention to themselves. Ear- 
lier, Deputy Home Minister Datuk 
Megat Juni Ps e Ayub had said that 
the arsonists had no political, racial or 
religious affiliations. 

Police seem to have few leads. A 
M$50,000 (US$19,936) police reward 
drew out more information, though no 
— have been made, a spokesman 
said. 

Indonesian Christians were among 
the initial suspects because at least three 
of the villages lie on the fringes of 
Pahang land development schemes 
which employ large numbers of Indone- 
sian labour, some with proper papers 
and others who have entered the country 
illegally. Villagers attest that Malaysian 
police regularly. round up illegal immi- 
grants, and suggested that as a result, 
some may have a grudge against Malay- 
sian authorities. 

Other suspects included communists 
— Pahang is still largely covered in 
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jungle and military checkpoints are 
common — and the Parti Islam (Pas), 
though an equal number argued against 
the latter theory given that Pas' Islamic 
platform directly contravenes any at- 
tacks on mosques. 

Much of the mystery revolves 
around the synchronised planning in- 
volved in staging the fires. The five vil- 
lages are set in two separate clusters, 
two of them near Pekan, in east Pahang, 
and the other three near Temerloh, 
about 160 km away — with no direct 
link between the two clusters, save for 
the Pahang river. 

The sight of their village mosques 
burned to the ground — one was so 
new, it had not been officially opened — 
obviously distressed the village elders, 
but after the initial shock, there was no 
cry for blood. One of the mos- 

ues was partially burned, but 
the other four were razed, 
leaving only the concrete base 
and minaret standing. 

One week after the fires, 
life was back to normal, 
though the villagers were reti- 


cent, having been warned 
against making wild guesses. 
e Public Works Depart- 


ment has erected temporary 
zinc-roofed structures for 
Bayer. while a visit from the 

egent of Pahang, who urged 
villagers to remain calm and 
not "threaten the existing 
harmony," helped improve 
the atmosphere. 

Attacks on houses of worship are 
rare in Malaysia, with those who re- 
member the 1969 race riots often tread- 
ing on eggshells so as not to give offence 
to their neighbours. The last incident 
was in 1978, when a string of Hindu tem- 
ples were attacked all over the penin- 
sula, culminating on the night five Mus- 
lims desecrated statues in a Hindu tem- 
ple in Kerling, Selangor. Four of the 
five were killed when temple guards re- 
taliated. 

In the search for clues, the Malay- 
sian Association of Ulamaks (Muslim 
theologians) has urged that the investi- 
gations be conducted credibly so that 
citizens cannot dispute the findings. The 
fear among non-Muslims is that they 
would be blamed for the fires — which, 
had they involved any other building. 
would merely point to a group of ar- 
sonists. Various Muslim and non-Mus- 
lim associations as well as non-Malay 
political parties, in the government and 
opposition, have joined in condemning 
the acts. Oo 
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"Every man has his price. 





DRESDNER BANK, ONE OF TI 
REPORTS ITS FI: 


The international economy is increasingly becoming one single market place. And nowhere more so than 
in the financial sector. Dresdner Bank can be found in all the world's major financial centers. 37,000 
committed employees provide you the kind of know-how and service only a large bank can offer. In 1986, 
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. WORLD'S LEADING BANKS, 
\NCIAL RESULTS. 


Dresdner Bank 


the Dresdner Bank Group worldwide achieved a total business volume of DM 200 billion. 
The operating result reached well over DM 2.5 billion, with net profit at DM 504 million. 
Capital funds were DM 6.7 billion. Dresdner Bank: your international financial partner. 
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Ent HEART OF A FINE HOTEL 





MERIDIEN 


71 MODY ROAD KOWLOON 





A Regal International Hotel 





The heart and soul of Europe’s grand 
hotels is the lobby. 

It's the traditional rendezvous. Elegant. 
Quiet. A cosy corner where one enjoys a 
quiet aperitif or waits to receive visitors or 
a message. 

At the Hotel Regal Meridien, Hong Kong 
this same European style touches every part 
of the hotel. 

It's just a part of our heritage. 

It reaches down to our kitchens and 
wine cellars. And up to our restaurants and 
rooms. 

The Hotel Regal Meridien Hong Kong. 
Where the art of fine living lives on. 


Contact your travel agent for reservations or write to: 
Hotel Regal Meridien Hong Kong 

71, Mody Road, Kowloon, H.K. 

Telex: 40955 HOMRO HX. 

Facsimile: (852) 3-7236413 


HONG KONG'S TRULY EUROPEAN HOTEL 


Business 
Travels 


With The 
Review 


When it comes to reaching 
Asia s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 











At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
em Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to: — 
Elaine Goodwin, 
General Sales Manager 
Far Eastern Economic Review, 
G.P.O. Box 160, 

Hong Kong. 


FarEasternEconomie 


Unparalleled influence in Asia. 








The utmost 
in security and 
discretion is at your 
disposal when you 
place your deposits worldwide through 
Asian Banking Center. 


We will assign you your very own 
Personal Financial Officer, a skilled 
professional who will handle all your 
transactions and tailor specific financial 
packages according to your needs. 


With Asian Banking Center you 
can enjoy a whole new world of financial 


Asian Banking Center: 


® Toronto: 463 Dundas Street West, Toronto, 
Ontario. M5T 1G8 Canada 
lel: (416)977-7272. Telex: 06-218972 ABCTOR 


® Vancouver: 612 Main Street, Vancouver, 
B.C. V6A 2V3 Canada, Tel: (604)682-7373. 
Telex: 04-508367 CITIVCR 


e New York: 666 Fifth Avenue, 7th Floor, 
New York, New York 10103 USA 
Tel: (212)307 -8300. Telex: 424587 CITICTR 


€ San Francisco: Citicorp Center, 24. F One 
Sansome Street, San Francisco CA 94104, USA 
Tel: (415)627-6495. Telex: 278374 CTBK UR 
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.. NEW YORK 
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SAN FRANCISCO HONG KONG 


u^ 
SINGAPORE 





For more information. simply 
fill in the coupon or attach 
your name card and mail to the 





location of your choice 
(All correspondence will be treated in 


the strictest confidence.) 


opportunities. 
You can place your deposit in any major 

















currency — US dollars, Canadian dollars, OE | 
Japanese Yen, Deutschemarks, Sterling T TE — 
pounds, Swiss Francs, Australian dollars, | eren —: | 
New Zealand dollars and others. j— — — 1 

Or you can invest in precious metals | Country gm | 
and arrange for credit facilities, foreign | +, | 
exchange and remittances to any part of | n | 
the world. a ee S. n a n 


CITIBAN( OO 
The worlds leading bank 


Singapore 0106. Tel: 224-5757. 
Telex: R522462 CITABC 


Avenue, Causeway Bay, Hong Kong 
Tel: 5-761390. Telex: 73243 FNCB 


* Hong Kong: Lee Gardens, 37 Hysan 


è Guam, USA: Citibank NA, 402 
Marine Drive, PO Box FF, Agana, 
Guam 96910. Tel: (671)477-9881 
thru 8. Telex: 7216159 CITBK 
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Sleeping off a hard day's work or preparing 
for the next, used to pose a problem for the aii 
traveller. 

Now Gulf Air has the answer. In our new- 
look cabin, luxury sleeperseats allow the full 
stretch! Relaxing takes on a new meaning. 

But, before you doze off... you havea 
wide choice of international cuisine honoured 
by La Chaine des Rótisseurs. Free stereo 
headsets provide music and the latest movies 
for your entertainment we also carry a large 
selection of newspapers and magazines. 

To refresh you we offer fragrant rose-petal 
water, sprinkled on your hands: another 
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KHAR 


Half stretch, 








full stretch. 


gentle touch. All part of our caring service on 
Gulf Air 

We offer more flights to more places within 
the Gulf than any other airline. 

Our friendly courteous cabin crew hand- 
picked from 40 nations will go to great lengths 


| 7 
to serve you. Your 
comfort is our 
pleasure. 





GULF ARZ 


MEN FALCON SERVICE 


For further information contact your travel agent or local Gulf Air office. 








| e WHEN the Greek ae 
`| Heraclitus advised us to expect the un- 
| expected, he may have had in mind 

~ something like a Sydney hotel room, a 
midnight telephone call, and one of those 
offers you wish you could refuse, like 


how would you like to come over ‘to. 
London to present a season of Japanese 


TV on British Channel Four? 

When? Oh, you've got 36 hours to 
get here, then we can start recording 
on Saturday. We go to air Monday 
night. Plenty of time, really, for a 
chap of your profound etc, etc. Fre- 
minded my unknown caller that, back in 
the days when Sir John Slattery was the. 
boss of BOAC, they used to say that 
Slattery will get you nowhere. Try Qan- 
tas, said the voice at the other end. Coax 
me, I said. A sterling idea, he came back. 
€ ANYWAY, after some more 
Sept n like that (it was late at night) I 
wearily started to pack, caught the big 
_ White bird with the kangaroo tail, and 
here I am, hoarse and jet- lagged in 


Fulham, Ws. Actually, if I say so my- 
self, the Japanese TV season has been 

uite a hit with British TV viewers. | 
| Moped. scratched on cell walls by: 
` lonely lawbreakers from the Old Coun- | 
try. Not how I would describe England | 
myself, in the circumstances, and 1 


'e've offered a little of this and a little 
of that, 
(Easterns?) sumo, soap opera, cartoons 
and many of the original Japanese com- 
mercials — just the stuff, in fact, we try 





to ration out to our children back home, | 

: theory that. “Pom” is Ban Slant 
"immigrant" to “Jimmy Grant,” then 
to “pomegranate” and so to “Pommy. i 
Personally I can't imagine my country- 
men calling anyone a pomegranate, a- 
rather rare fruit with a long and tiring 
rame. Besides, in Australian usage | 





an houra day and two on Sundays. < 
The islanders here have learned at 
least something about the islanders 
there, only, I expect, to wind up | more 
. confused than ever. 
© I TRIED to explain, for instance; 
when introducing the controversial 
drama series Inochi, that a lengthy dis- 
cussion on the pros and cons of abortion 
conducted by the heroine, a lady doctor 
named Miki, was commonplace in 


Japan, and caused no public comment. - 


What rivetted Japanese viewers was, 
among other daring touches, the specta- 
cle or Dr Miki holding hands with her 
boyfriend, another doctor, while coolly 
-informing him that she had no intention 
of giving up her own medical career to 
become a loyal doctor's wife. Where 
will this sort of thing end? 

Japanese, of course, are still inclined 
to see physical contact of any kind in 
public as tending towards animal lust, 
and sex as being the destroyer, rather 
than the cement of marriages (they may 
have a point there). The idea of putting 
a female in the centre of the story, and 
using the history of Japan over the past 
40 years simply as a background, was 
| also revolutionary for a Confucian $0- 
ciety, though W. Shakespeare had fhe 
idea some time back. 

Still, I think these exchanges of TV, 
the modern form of eavesdropping, are 
an excellent idea: Japan, Food for the 
Spirit, a lyrical account of Japanese 
. cuisine made by a pair of British identi- 
cal twins, Shirley. and Christine Booth, 


NA shows, sushi Westerns — 


. defined as being “a kind of ap | 
.* THERE are two difficulties with this: 
theory. One is that "Pommy" seems to 
be the original term, and “Pom” only a | sn 

tezy contraction. The other is that the | And. 

appeared, according to the ref- | hav 

m the Sydney newspaper | is nc 

too early for the | mis 

ere is, however, another - 
t French. word, | : 


"word first a 





was another item I m I enjoyed presenting. 
They are looking for 
film, or perhaps two, on the whole sub- 


ject of twins and twinning. Any twin ty- | 


coons out there? 
® FLYING up the Persian/Arabian 
Gulf, on a beautiful summer morning, 


we suddenly got word that all the flig t 
levels: northbound between 27,000 ft. 


and 33,000 ft were closed to keep them 


fee for AWACS. early-warning air- 
craft. Too hot and heavy to make 35,000" 


it, we had to dive to 25,000. No im- 
mediate cause for concern, and T have 
no wish to spread alarm and despon- 


dency, but I suspect that air traffic be- 
tween Europe and the Far East will not 


be using the Gulf much longer. . 

€ SO here I am, unexpectedly in Lon- 
don, where Poms pullulate in every 
pub, park and palace. Witli an English 


wife I have eliminated this term from my 


own vocabulary (she thinks it's funny 
but its use is, if anything, increasing 


Down There, and its origins continue 


mysterious as Ever, 


"At school we heard that P.O.M.E. | 
for “Prisoner of Mother England," | 


doubt any 9r them did, either. 


"Pommy" does not mean an immigrant, 


but specifically an English person. Irish 
and Scots are not Poms, much less 
Lebanese, and the Welsh are of course a_ 
: mysterious race apart. li 


This suggests that the term may have 


criginated here in London, the world- 


capital of Pomdom. My. father, for in- 


stance, who was here during World War. 
-L in between trips to France, thought it | 
might simply be the French word for. 
“apple,” applied by Australian soldiers. 
o ruddy-cheeked English girlfriends 


(but not, of course, to eer Smith, 


who was actually an 'Oz lad 


find the word “Pomeroyale,’ 
might be a loyal tribute to our Head of 


State, the lady normally resident in Buc- 


kingnam Palace. The word is, however; 


ple.” OE 


erence book: 





d 1912,” 


inance to makea | 





je ACTUALLY, while I find 


rtainly - 
“Pommy” is first recorde ord the 
time of WWI. Consulting a ipud : 
which : 


| ence about shining i in the reflected glo | 








































pression | "Poifimy i bastard "coul 

; mean “you well-rounded. perso’ 

. determinate parentage,” rather 
tering description i? you think abou 
— none of us are, after all, respon: 
for our ancestors’ indiscretions. It mig! 

. also explain certain symbols. shared 
our two countries, às in the common 
Sydney commiseration, "poor ol 
Poms, no flag'of their own, had to tea 
the corner out of ours.” 

-@ SPEAKING of forbears; Lpick 
an interesting new book at Sydney 
port ia preparation for my trip. Entitles 
How to Trace Your Convict Ancesi 
Mem Lives, Times and Records, itis 

. English lady named Janet Reak 

aod is full of interesting snipp 

information. "Branded guilty by 

court" writes Ms Reakes, “your con 

ancestor was then probably confine 

one oi the hulks, those ailing ‘chai 
of horror described | oy W. Branc 

n." Then again, we learnfróm € 

at "Once your convict ancesto 
| in Australia, they were : 
work." The whole idea of lying 

_ Bondi Beach drinking Fosters was, 

arenily, a later development. - 

-you learn somethin gnew every day; 

ways Say. 
















Reakes' interest in eur national ori 
rathertouching, I am not sure that I 
the dixection the current convict cra 














tory cf the Sayles rest with the 
facts, namely that we are of Man 
ish ancestry, with a few 



















led forbears thrown in and 
beer in Australia quite a long whi 
Perhaps it's the generation I b 
bur we did not spend much o 
youth prying into people’ s pasts. Inf 
as we understood it, the new beginni 
was one of the great things about 
country like Australia, or for that mat 
ter Canada, New Zealand or the US 
We all came from somewhere, bu 
whatever our forbears had done Over 
There was their business, and probabl 
a frame-up, and. when we ste ) 
ashore we. wiped the slate c ean 
“breathed the air of freedom, and begar 
afresh. Having the courage of your) o! 
convictions is quite enough. - | 
Boasting about the family | tree was 
thought, more like something our well 
rounded cousins wert in for. When y 
get down to it, there's not much diffe 













































“of what our ancestors have done, 
| what they were done for. Snobbe 
oery, strai ht up or Down Und 
| Reakes writes, “peop 
un to renee that. once a con 







































































































By Salamat Ali in New Delhi 
į though the opposition is clamour- 


Gandhi' $ immediate resignation, many 
in its ranks realise they cannot compel 
him to do so nor do they think he can be 
forced to call a snap general election to 
eek a new mandate. All the same, the 

tire: opposition, ranging from the 
munists to parties on the extreme 
, is convinced that Gandhi is in 


; This assessment, reinforced by grow- 
ig dissidence in Gandhi's ruling Con- 
party, is at the root of the opposi- 
everish attempts to forge a united 
challenge the prime minister. 
ecent opinion poll by the influen- 
nightly magazine /ndia Today 
s that, though Gandhi's elec- 
pport had eroded considerably, 
argely an urban phenomenon 
hat his rural support was largely in- 
And the poll suggested that even 
n alienation was mainly limited 
iddle class. 
ve Congress controls most urban 
through an extensive network of 
ical patronage. A snap election 
give the Congress a comfortable 
ity of 323 seats in the 525-strong 
ent, the poll indicated. The 
ress had won an unprecedented 
eats in the last election. 
wever, Gandhi's detractors argue 


ing for Indian Prime Minister Rajiv | 


Ganging up on Gandhi 


* e opposition sets its sights on the next election 





that the fires of frustration are rapidly 
spreading all over the country. Fanning 
the flames are rising inflation, rampant 
unemployment, the double disasters of 
drought and flood, and the unfounded 
but widespread fears that the govern- 
ment would adopt anti-labour policies. 

But a far more serious threat is the 
dissent in the prime minister's own 
party. The administration in at least 
eight Congress-ruled states — in the 
Hindi heartland and its peripheries — is 
in a state of paralysis. The chief minis- 
ters of these states, appointed by Gan- 
dhi, are under. virtual siege by defiant 
dissidents, who are also covertly sup- 
elena by some of Gandhi's cabinet col- 

eagues. 

Indicative of the extent of the Con- 
gress party's troubles was a widely pub- 
licised 5 September letter to Gandhi 
from Civil Supplies Minister Ghulam 
Nabi Azad. The letter mentioned "cer- 
tain pessimistic and lethargic trends" in 
the party and "the far from satisfactory 
reaction in the party to the opposition 
tirade." Azad offered to quit his 
ministerial post and devote himself to 


party work. He also suggested that his 


cabinet colleagues should do likewise. 
Azad’s letter is in tune with the new em- 


-phasis 
the party. 


isp acing on shoring up 





andhi ‘accepted Azad's resigna- 
tion, but no other minister came for- 
ward to. resign. A couple of days later, 
Gandhi replaced five of the seven Con- 
gress general secretaries. Azad was one 
of the five new appointees, whose pri- 
mary task was' to supervise the party's 
affairs in the various states and keep the 
prime minister informed. Gandhi also 
made some changes in state-level party 
bodies, but the initial reaction was not 
too enthusiastic. A major cabinet re- 
shuffle, expected in the near future, 
could lead to more changes in the party. 

Gandhi appears to have recovered 
from the shock caused by allegations of 
official corruption, which have also cast 
doubt ori his personal integrity. But em- 
boldened by the success of the anti- 
Gandhi campaign, former defence 
minister V. P. Singh i is becoming more 
strident in his denunciations of the 
prime minister. Describing Gandhi as 
being like former Philippine president 
Ferdinand Marcos, Singh said at a huge 
public rally on 5 September: “If the sac- 
rifice of an Aquino is required, I am pre- 
pared to give up my life." 

Singh's reference was to the late 
Philippine opposition leader Benigno 
Aquino, whose assassination ultimately 
led to the ousting of Marcos and the in- 
stallation of Aquino's wife as president. 


4 Ithough the opposition is counting 

on Singh to win over an increasing 
number of Con ress dissidents and even 
some of Gandhi's own ministers who 
might be dropped in a cabinet reshuffle, 
he still remains a political enigma. He 
has reiterated his decision not to seek 
office but has also said this does not 
mean he is out of power politics. At 
times he has talked of forming a political 
party. On occasions he has also said that 


he wanted to forge a mass movement for 


bringing. about "issue-based politics" 
without any political organisation and 
without himself seeking any office. 

Even while calling for a strengthen- 
ing of secularism, Singh has wooed the 
Rashtriya Swayamsevak Sangh (RSS), 
a Hindu extremist organisation, and the 
Bharatiya Janata Party (BJP), the poli- 
tical party of Hindu militancy. During 
his 31 August visit to Varanasi — the 
premier centre of Hinduism — Singh re- 
ceived the title of Rajarishi, or ascetic 
ruler. 

This is. considered significant be- 
cause the four Shankaracharyas, or Hin- 
du pontiffs, are members of the working 
committee of one of the two organisa- 
tions which jointly gave Singh the title. 
A Hindu religious leader even prophe- 
sied publicly that Singh would soon rule. 
India and that his regime would be a 
value-based, honest administration. 
Congress dismissed this as the handi- 
work of the RSS, not necessarily carry- 
ing the blessings. of the four pontiffs. 
Meanwhile, Hindu militants and the | 

















ed to snipe at each 
s ut mutual cooperation. 
- However, Singh met leaders of the C 





economic programme to provide an alter- 
native to the Congress. He also agreed 
with the communists that an alternative 
to Gandhi could not emerge merely 
through the current “remove Gandhi” 
campaign based on charges of corrup- 
tion and demands for mid-term polls. 
Earlier, Singh had held a series of 
consultations with the Communist Part 
of India~Marxist (CPI-M). The CPI. 
CPI-M and two other leftist parties had 
decided jointly to collaborate: with cen- 


trist parties, including Congress dissi- | 


dents, to evolve a credible anti-Gandhi 
front. Although there are wide-ranging 
differences among communists and other 
leftists of varying shades over the pros- 
. pects ots a mid-term election, they a be- 


























$ ME | dhi's- policies. 


lieve the time is ripe to join ina anti- | 
Gandhi forces and evolve a consensual. |. 


platform for the next general election. 
Communist leaders believe they 


missed a golden opportunity in the mid-. 


1970s by not joining the other opposi- 
tion groups, led by the Janata Party, 
| which defeated the Congress in the elec- 
| tion following the 1975-77 Emergency 


rule. The communist aim seems to be to. 
emerge after the next election as a: 


balancing force and influence the for- 
mation of a government which would 
accept most of their social and economic 
programmes. 


In deciding to work for Gandhi’ s. 
ouster, the communists have turned. 
down Moscow's pleas. The Soviet Com- 


munist Party's theoretical journal Kom- 
munist had called on "all truly democra- 


tic and patriotic forces" in India to fight: | 
| the move to destabilise Gandhi. The În- 
| dian communists, on the other hand, 
| called for “all the genuinely democratic 


forces, including Congressmen, to join 
the struggle." o0 ré 


J ine 1 
| national ceased to exist 44 years ago, 


| munist Party of India (CPI). on4Se tem- i 
ber and agreed to evolve a joint politico- 


E walk the tight rope, balancing the forces - 
| of Hindu militancy and communism. _ 


4 EMS. Namboodiripad, leader of | 
the CPI-M, which rules. three Indian 







| States, wrote: 


1943 to be exact . . . The differences be- | 
tween the two parties {Indian and | 
Soviet] on the assessment of the interna- | 
tional situation have been resolved. But | 4 
as is seen in what is written in the New | 
Times, Pravda and Kommunist, there 
are divergent assessments of the inter- 
nal situation of our country. On such 
questions, naturally, our. part acts in 
accordance with our own understand- 
ing, while the Communist Party of the. 
Soviet Union. propagates its view. It is a 
question of our agr seing to disagree.” 


















































"he Soviets have’ categorised the 
"Gandhi government. as "relatively gd 
independent of the big bourgeoisie,” 
and described the charges of corruption 
x inst it as "inflated" for “the purpose 
anti-government’ hysteria,” Nam- 
hoodinipad said: “Our party sharply dis- 
agrees with these:assessments.” | 
Despite so. much thunder from the | 
opposition, Congress leaders are justifi- - 

| ably sceptical about Singh's ability to | 
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1 The communists need Singh to makea | |. 
breakthrough in the Hindi-speaking | | 
states where — except in Bihar — they | 
have no electoral base. The BJP has a | 
considerable influence on this populous 

region, which largely determines the 

outcome of nationwide elections: n 

. The communists’ continuing attacks 
against: the BJP have incensed the. party, | 
which is showing signs. of impatience : | 
over. Singh’s indecisiveness. K. L. - 

Sharma, the BJP's general secretary, — 

said that after all these months Singh | | 

has not even begun questioning Gan- | 

He added that Con- | | M 

gressmen will always be: disadvantaged. E. 

in evolving or leading an alternative to | | 

Gandhi. The leftist opposition mem- i the r . 

_ bers, particularly Namboodiripad, have || Agia ‘Everything from Finances & Currencie 
demanded that Singh should clarify | | Politics and Social Affairs. The only: iir 


whether he wants to align with the Left | | medium of its kind. | 
| | Rate; Soft cover US$24.95 or HKS 


or the Right. . i 

. After a meeting - "with  Nam- | | the equivalent in local currency). / ) 

boodiripad on 10 September, Singh’s | -Yearbook cost to your subscription rate shown 
above, and send the total, With the CODI 


lieutanant, Arif Mohammed Khan, said. | 
coupon. 











































-that his associates would choose their .. 
electoral partners at "the appropriate. |. 
n time," oe ggg 3 ae 
more interested i in building up a move- | Hp vea : : : € 
ment than in toppling the Gandhi gov- . | 

ernment: Although Khan added that. 







a ARM. amena somtimes” Wb iM SANE MUTED ipiam 


and that right now they were | f 












the question of choosing between the _ &. please add: USS7/HKSSS - 
Right and the Left did not arise, it was | | pamena 
obvious that Singh was feeling the pres- (Prose print in lock letters) 








sure of conflicting demands. aa 
| 4 lt is. unlikely that Singh's followers |. 
will ally with any particular political |. 
party or form one of their own ina |. 
harry. Instead, they seem to have de- | |. 
cided to. launch a broad-based forum, | | 
«which will be open to all w] ae 
„cerned about “national unity and secu- 
ity" and are y dis. to- fig ght com- . 
munalism and c n. ; Pens : 
























All the raja's men 


Dissidents group around the former defence minister 


hile a wide range of opposition 
mma have joined up to oust 
Gandhi, spearheading the campaign are 
some of his former colleagues and 
cronies. The leading light of the move- 
ment is former defence minister V. P. 
Singh and closely allied with him is an 
ex-junior minister Arun Nehru, a 
cousin of Gandhi who once held sway 
over the ruling Congress party's 
machine. 

Heir to the throne of Manda, a small 
pmncipality in Uttar Pradesh until 
pmncely states were abolished after 
the British exit from the Subcontinent, 
V. P. Singh rose through the Congress 
to become the chief minister of his home 
state and finally the defence minister 
of India. But he made his real impact 
as finance minister in 1985-86 through 
a concerted campaign against some of 
the country's biggest business houses 
for tax evasion and other economic of- 
fences. 

He was made defence minister in 
January 1987, but resigned in April 
after he drew public attention to charges 
ef kickbacks in defence deals. Since 
then he has attracted a growing band of 
Congress dissidents and emerged as the 
eentral figure in the remove-Gandhi 
campaign. Harping on official corrup- 
tion and the alleged misdeeds of Gan- 
dhi's cronies, he has beert drawing en- 
thusiastic crowds at public rallies in 
nerthern India, though his pono pro- 
neuncements are not much different 


Rajiv is listening 


V. P. Singh: remove-Gandhi campaign. "c^ wes 





from the populist planks of the Con- 
gress. 
V. P. Singh has also become accept- 
able to mutually antagonistic opposition 
arties primarily because of his popular- 
ity in Uttar Pradesh — India's largest 
state — which has provided all but one 
of the country's prime ministers since 
independence. 
V. P. Singh's notable personal suc- 
cess so far has been the recent resigna- 
tion from the Congress of Sanjay Singh, 
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transport minister of Uttar Pradesh and 
a former loyal Gandhi supporter. San- 
jay Singh has become the key figure 
among the state's Congress dissidents 
and has begun winning allies in neigh- 
bouring Bihar state. 

But most observers agree that while 
V. P. Singh is the high-profile leader of 
the campaign, the more formidable 
master-mind is Gandhi's cousin, Nehru. 
An early confidant of Gandhi, Nehru 
reportedly played a crucial role in in- 
stalling Gandhi as the prime minister 
after the latter's mother was assassi- 
nated in October 1984. 

In the initial period of Gandhi's rule, 
Nehru wás in charge of security agencies 
and virtually ran the Congress machine. 
Although only a minister of state, he 
used to influence Gandhi on the ap- 
pointment of cabinet ministers and state 
chiefs. In the process, he built up strong 
linkages with powerful Congress lead- 
ers in many states. 

Nehru's critics prevailed upon Gan- 
dhi that his cousin was creating an inde- 
pendent power base for himself. After 
some lobbying with Gandhi's Italian- 
born wife, Sonia, the Nehru detractors 
managed to oust him from the govern- 
ment last year. 

Thus in the current anti-Gandhi 
campaign, Nehru has become the chief 
organiser and strategic planner for V. P. 
Singh. Another political heavy siding 
with V. P. Singh is former minister 
V. C. Shukla. Arif Mohammed Khan 
and Mufti Mohammad Saeed — two 
highly regarded former ministers from 
the Hindi-speaking belt — provide the 
Muslim component to the dissident 
bandwagon. — Salamat Ali 


wider sources of advice. The aides also became 


Other ministers who now have Gandhi's ear are: 


P. V. Narasimha Rao, H. K. L. Bhagat, Jagdish Tytler, 
Chidambaram 


as head of the 


Buta Singh, P. Shiv Shankar, P. 
Former minister B. Shankaranand has been : 
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Smugglers and dreamers 
along Burma's jade trail 


By Bertil Lintner in the Kachin Hills 


here may not be many places in 
M Southeast Asia where people are 
repared to pay US$100 for a bottle of 
mnessy cognac or French cham- 
py. US$10 for a pint of beer, US$3 
a bowl of noodle soup, and over 
US$130 for a pair of running shoes from 
Seuth Korea. But exorbitant prices 
seem to matter little in Hpakan, in 
nerthern Burma, where some people 
are said to have become millionaires by 
aecidentally unearthing a big, green 
beulder while digging latrines outside 
their houses. 

Described as a “mini-Hongkong” by 
many visitors, Hpakan, the jade capital 
əf Burma’s Kachin State, is reputed to 
have a much wider and even more 
exclusive variety of contraband than the 
famous night market in Mandalay. Per- 
fumes from Paris, American cigarettes, 
tinned New Zealand butter, Australian 
cheese and German pressure cookers — 
anything is available in Hpakan. 

Thousands of fortune-seekers flock 
to the jade mines every year — affluent 
Chinese /aobans, or bosses, from Man- 
dalay, Rangoon, Bangkok and Hong- 
keng, to teenagers with dreams of get- 
ting rich quick. 

e jade diggers usually fall into two 
categories. They are either seasonal 
migrants — farmers, workers, students 
amd government employees — or 
fulltime professionals. 

Officially, jade-mining is permitted 
at three places: at Posi itself, 
at the neighbouring villages of Waje 
Maw and Sanchyoi. There, the work is 
carried out by government- 
employed diggers who receive 
a monthly salary plus a 10-20% 
commission on any high- guay 
jade they manage to find. That 
jade is sold to international 
uyers at the yearly, govern- 
ment-organised extravaganza 
atInya Lake Hotel in Rangoon. 

But given the vast amounts 
of money in circulation, it is 
hardly surprising that the 
laobans, and others, can bribe 
local officials who are more 
than eager to get their share of 
Hpakan's fortunes. It is even 
smd that large, Hongkong- 
based companies have their 
Own, secret representatives at 
Hpakan who supervise the 
work, organise the buying, 
and hire agents for transport- 
ing the boulders out from the 
actual mining area. 


onl 


Local people who dig for jade say 
that Burmese army officers go looking 
for “illegal” diggers — and even shoot 
them if they cannot pay the demanded 
fine: “If the people killed have only a 
small amount, the officers keep it for 
themselves. But if they have a lot of 
jade, it’s difficult to hide and the army 
people have to hand it over to the gov- 
ernment. That jade also ends up at Inya 
Lake Hotel,” one source from Hpakan 
charged. 

Corruption in Burma — a country 
which virtually lives off smuggling and 
black-market trade — is by no means 
confined to Hpakan, but the situation 
there is aggravated by the immense 
wealth of the place, and the fact that 
major jade syndicates are connected 
with drug-smuggling rings. Several big 
traders are reported to bring jade out of 
Hpakan, paying for the jadestones at 
the mines by selling opium and heroin. 

Like most other towns in Kachin 
State, Hpakan is supplied by convoys of 
lorries (REVIEW, 28 May) which move 
with tight security because of fear of am- 
bushes by the rebel Kachin Indepen- 
dence Army (KIA). These convoys con- 
sist of 5 lorries and they carry daily 
necessities — arms and ammunition for 
the Burmese army — and, for a fee, var- 
ious kinds of contraband. 

Naturally, drugs fetch very high 
rices at Hpakan, and both opium and 
eroin are readily available. One viss 

(3.5 Ib or 1.6 kg) of raw opium costs 
Kyats 5-10,000 (US$763-1 ,525) at Tip 


kan, compared to Kyats 1,500-2,500 in 


HSENG NOUNG LINTNER 





the eastern Kachin Hills only 100 miles 
away, where the poppies are grown. 

The rampant corruption at Hpakan 
could be a reason why army units are de- 
poo there on a rotating basis. One 

attalion of government troops never 
stays more than six months in the area 
— enough for an officer to make a for- 
tune, but not too long to let envy erupt 
between him and his colleagues who are 
waiting for their tour of duty at the jade 
mines. 

rp deployment in the area is 
heavy, but only confined to Hpakan 
town, Waje Maw and Sanchyoi. The 
surrounding hills and the countryside, 
where most jade mines are located, in- 
cluding the famous mines at Tawmaw 
north of Hpakan, have long been con- 
trolled by the KIA. 

Since the Kachin rebels first entered 
the jade mine area in the mid-1960s, tax 
on the trade has been a major source of 
income for the KIA. A Kachin taxation 
officer said that yearly takings at the 
KIA toll gates around Hpakan amount 
to Kyats 8-10 million, but he added that 
only 25% of the jade may pass through 
rebel checkpoints. 


he real profit, however, is made 

when the jade reaches the Thai bor- 
der, usually is the first destination out- 
side Burma on the long smuggling route 
from Hpakan to Hongkong, the world's 
main marketing centre for jade. 

Prices at the Thai border are said to 
be five to 10 times as high as in Hpakan. 
But before the jade comes that far, it 
has to pass through many stages, involv- 
ing more bribes to government officials, 
and tax to other rebel groups along the 
way through Burma to Thailand. 

The clandestine jade syndicates at 
Hpakan — who are not in a position to 
evade bribes, but who seldom pay tax to 
the KIA — are reported to bring most of 
their stones down the Uru 
Hka river, in a westerly direc- 
tion towards Hokalin on the 
Chindwin river. In this way, 
they bypass the  KIA's 
checkpoints east and south of 
Hpakan. 

Usually, blocks of jade are 
tied to rafts or small country 
boats for the downriver jour- 
ney to Hokalin. From there, 
the jade continues by steamer 
down the Chindwin until it 
reaches the  railhead of 
Monywa. Rail and lorries then 
take over for the trip to Man- 
dalay, Taunggyi, and even as 
far south as Rangoon and 
Moulmein, depending on the 
final destination of the cargo. 

Along the way to Monywa, 
a small percentage of jade is 
diverted to India via the 
Tamu-Moreh border market 
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in Manipur state. The demand for jade 
is not high among the Indians; the cus- 
tomers on that side are the 40,000 or so 
ethnic Chinese who live in Calcutta, and 
a few other places in eastern India. 

But the main route leads south to the 
Thai border, or sometimes by boat from 
Moulmein to Penang in Malaysia, or to 
Singapore. Most of the border between 
Thailand and Burma's Shan State — 
where the jade usually enters Thailand 
— is controlled either by remnants of 
the Nationalist Chinese Kuomintang, or 
by the drug kingpin Chang Chee-fu (alias 
Khun Sa) and his powerful private 
army. Both groups are dominated by 
ethnic Chinese businessmen who run 
their own jade syndicates, as well as 
mercenary armies across the border 
with Burma. 

| The jade trade has brought much 
wealth and well-being to the northern 
Thai city of Chiang Mai and it is seen by 
some observers as potentially even 
more lucrative than the closely con- 
nected drug trade, which sometimes is 
carried out by the same syndicates. 
Unlike heroin, jade becomes a legal 
commodity once it has crossed the inter- 
national frontier. 

Running the gauntlet into Thailand 
is becoming tougher. While most heroin 
refineries still appear to be located near 
the Thai-Burmese border, increased 
police supervision in Thailand is seen by 
many observers as the reason why more 
and more drugs now make a U-turn 
near the frontier, back into Burma 
along new routes through that country. 

Recent events along the border be- 
tween China and Burma's Kachin State 
may change all this and perhaps even 
alter the entire network of underground 
trade through Burma down to Thailand, 
and to Malaysia and Singapore. 


A: a result of the rapid modernisa- 
tion drive launched by Deng Xiao- 
ping in China, jade has regained its 
popularity among the Chinese. Buyers 
from Peking and Shanghai have re- 
cently been seen at the border, and their 
knowledge of the stone reportedly al- 
most matches that of the pre-revolu- 
tionary merchants. Most of this jade 
seems to be earmarked for the domestic 
market, while some gem stones, jewel- 
lery and carvings are sold in Hongkong. 
It is difficult to determine the exact 
amount of jade now being sent to 
China, and as far as the value goes, it 
may not exceed 5% of the total output 
at the Hpakan mines. But the trade is in- 
creasing steadily, especially since it is 
much easier to get to China than Thai- 
land. This correspondent saw convoys 
of jade-laden elephants and mules 
inding their way up the steep, KIA 
?bel-held mountain passes along the 
o-Kachin frontier. There was little 
bt that the routes of the former jade 
avans to Tengchong in Yunnan were 
again. 
ome traders are reported to have 
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THE JADE ROAD TO RICHES 
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attempted to bring heroin into China 
also; this correspondert learned that 
some merchants recently were arrested 
cn the Chinese side of the border for 
possessing hard drugs. They were sub- 
sequently executed. 

The difficulty in bringing profitable 
goods other than jade into China could 
explain why many traders still prefer the 
much longer and riskier journey down 
to Thailand. One source also pointed 
out that the traders are looking for 
amusement as well: “In Thailand, there 
are massage parlours and nightclubs. 
It's more fun to spend your money in 
Chiang Mai than in Juili or Tengchong 
in China." 





Es] Jade mining area 
A. Main trading trade routes (jade) 


Kachin rebel "tax" stations 


Area controlled 5y the Kachin 
independence Army (KIA) 


Area controlled 5y the Communist 
Party of Burma (CPB) 


Area controlled by Naga rebels 








REVIEWMAP by Andy Tang 


But even taking that into considera- 
tion, & is not far-fetched to assume that 
the di-ect routes to China are destined 
to become more important, especially 
when Hongkong returns to Chinese 
hands in 1997, Whether that will se- 
verely affect the jade trade with Thai- 
land remains to be seen, but without 
doubt that route will inevitably lose 
much of its present significance. The 
drug syndicates based along the Thai- 
Burmese border may also be affected. 
Without jade providing a supplemen- 
tary, end complementary, income, the 
drug trade will become less profitable 
and more difficult to continue effec- 
tivelv, some observers suggest. o 
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DRAMA 


Art meets politics in 
Singapore's Third Stage 


Teo 

he theatre, as both an institution and 

a concept, does not really exist in 
Smgapore. Business has long been the 
watchword in the island republic; the 

rforming arts have remained with- 
m the realms of extra-curricular activi- 
ties. 

However, a handful of drama groups 
have contributed to a mildly thriving, 
though still embryonic, theatrical cul- 
ture in Singapore. Those performing in 
the English language — or its Singapo- 
rean hybrid, “Singlish” — have been in 
the forefront, fulfilling a rising cultural 
need for “localised” drama, albeit still 

on the level of amateur dramatics. On a 
more professional level, there are per- 
ferming troupes which are ethnically 
based. Troupes performing Chinese 
opera, Indian dance or Malay folk 
music do well, but they seem forever 
relegated to perform for tourists or on 
" state occasions only. 

Hence, it is the English-language 
drama groups which tend to attract à 
fellowing among young Singaporeans 
— almost all of whom are educated in 
English-medium schools. One of these 

. — the Third Stage — has recently been 
thrown into the limelight, more because 
of political controversy than by the 
_ merits of its plays or performances. 

Three founder-members of the 
drama group were vii 16 P (in- 
cuding church worker Vincent Cheng) 
arrested by the government under the 

Internal Security Act (ISA) on 21 May 
(REVIEW, 4 June). Then, in a second 
wave of arrests on 20 June, the Third 
Stage's current president — and full- 
tme lecturer at the Singapore 
Polytechnic — Ch'ng Suan Tze was 
picked up ^" with five others. All 
were accused by the government of 
being part of an alleged “Marxist con- 
soiracy" to overthrow the Singapore 
‘Government. 

One day before her arrest, this 
writer spoke with Ch'ng. She ap- 
peared cheerful and relaxed. During the 
eonversation, she remarked: “We don't 
ebserve any ideas of a communist na- 
ture. We don’t study Marxism. We defi- 
nitely do not want to mix politics with 
theatre because that would be like sign- 
ing our own death warrant.” 

Ch'ng was accompanied by other 
members of the drama group. The 
Third Stage seems a rather motley 
gathering of young Singaporean 
graduates who first came together in 
1983, through a mutual interest in 
drama. But they were interested not 
rust in straight drama but drama as a 


"creative and legal way to vent the frus- 
trations of youth and to laugh at the es- 
tablishment," Ch'ng said. In eight plays 
produced in four years since its debut, 
the Third Stage has succeeded not only 
in its members aim “to laugh at the es- 
tablishment," it has also presented a 
Singapore which is far from the ideal, 
pro ressive city-state constantly touted 
y the authorities. 

The Third Stage derives its name 
from its founder-members' perception 
of Singaporean drama being at a "third 
stage" of development. The first stage 
was the colonial period, when "British 
plays" were put on for "British person- 
nel” and local drama was unheard of. 
The second stage occurred in the early 
1960s when Singaporean drama began 
to take on a local flavour. By the 1970s, 
playwrights were deriving inspiration 
from a modernising Singaporean socie- 
ty and had ushered in the third stage. 





The government itself began to take 
the cue. Ae pointed out that in the 


early 1980s, after 20 years of economic 
rowth, the government was keen to 
orge a cultural identity for the people 
and to provide opportunities for the 
young to express themselves artistically. 
“In 1983, they became open to theatre 
life and offered grants to drama 
groups,” Ch’ng said. 

In their formal registration as a so- 
ciety, the Third Stage stated three ob- 
jectives: to promote interest in theatri- 
cal activities among all Singaporeans, to 
develop works based on local life, and 
to introduce drama as a form of commu- 


nity activity. These cannot be said to 
clash with the government's own stated 
desire to promote cultural identity and 
to create a culture. 

The Ministry of Community Deve- 
lopment was assigned the task of over- 
seeing the development of drama. The 
Third Stage started to receive grants 
from the ministry to stage their plays. 
Censorship was a foregone conclusion. 
Scripts of every play were screened by 
the ministry, which also grants theatre 
space for performances at government- 
owned venues such as the Drama 
Centre. Under such conditions, it 
comes as a surprise that the Third Stage 
would have been able to function as a 
"front organisation" for Marxists. 


n a Home Ministry statement re- 

leased on 26 May after the first wave 
of arrests, the government claims that 
the Third Stage was using drama “as a 
means to reach out and to radicalise the 
public." It accuses the Third Stage of 
producing "satirical plays which consis- 
tently presented the political and social 
system in Singapore in a bad light." 
Under the ISA — which allows the gov- 
ernment to detain people without trial 
— the statement is tantamount to a seri- 
ous charge of subversion. 

A look at Third Stage plays certainly 
reveals a critical core aimed at 
the establishment. One of the 
most controversial, Oh, Singa- 
pore (1985), written by Ch'ng, 
takes a satirical swipe at just 
about every government-or- 
dained campaign, such as those 
extolling the public to "Keep 
i ae Clean,” to “Speak 
Mandarin," and families to 
"Stop at Two." The play, per- 
formed through music and an in- 
novative style of acting known as 
"body movement," was so popu- 
lar that a sequel, Oh, Singapore 
II, was written. After heavy al- 
terations demanded by the Home 
Ministry, that play was finally 
performed in 1986. 

Both plays cast ordinary Sin- 
gaporeans as characters whose 
lives are affected too much by 
rules, regulations and public 
campaigns. 

orabela (1986) is another 
play written by Ch'ng. It is set in a fan- 
tasy world where an eligible, “superior” 
merlion is searching for an equally eligi- 
ble and “superior” mermaid with whom 
he plans to produce "super-breed" 
babies. It is an allegorical play which 
kes fun at Prime Minister Lee Kuan 
ew's bio-genetic theories which led to 
the formation of a “social developmen 
unit” where high-achieving graduat 
women can meet and mate with high 
achieving graduate men. 

While Ch'ng's plays are satirical 2 
light-hearted, those written by ex-pr 
dent Wong Souk Yee (one of the 

Continued on page 
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WHERE TO PUT YOUR MONEY 


Solace from a crystal bull 


udging by the Chinese-dominated markets — Hong- 

kong, Taiwan, Singapore and Bangkok — the consensus 
of astrologers was still optimistic as the third quarter of the 
year drew to a close. But entrail readers, product of a differ- 
ent school of soothsayers, saw the approach of a climax or 
even a crash 

In Japan ,a respectable chemical company lost * 28 bil- 
lion (U 7. 6 million) in bond trading. And it was not dif- 


ficult to predict further mega-casualties of the interest-rate 
rise. A still-liquid Tokyo can probably absorb a few such 
disasters but whether it can simultaneously 


absorb the next 
¥2 trillion NTT issue due in October and further upward 
ressure on interest rates is debatable. The question is no 
onger how low Japanese interest rates will have to go to 
help the dollar but how high US rates will have to go to de- 
fend it. All the stronger currency countries were looking 
— about lax monetary policies. 
second entrail was provided by Australian Alan 
Bond. The spectacle of one of the world's wilder and most 
entrepre th o gold mines from Fluor Corp. and 
million worth of gold mines from Fluor Corp. and 
pies US$1.2 billion oft er for a leading US brewery, G. 
Heileman, was instructive. 

Hee third was Taiwan where the index fell 5.9% in early 
lr. though it had gained 95.7% since mid-year. 
Such a rate of increase had not been seen since Hongkong 
in 1973. Although p/e’s still look reasonable by current 


Shipping groups get 
wind of a recovery 


By James Bartholomew in London 


T= shipping companies with the best 
records recently are those which 
dropped anchor in the booming Ie 
erty market in downtown Tokyo, 

kong or London. The most successful 
Japanese shippers are the ones which 
sailed in the choppy waters of the stock 
exchange. Those firms which stuck to | tally." 
the old-fashioned business of 
transport by sea have mostly 
made losses year after year 
and, in some cases, have been 
sent to the breaker's yard. 

For investors, this tale of 
woe is interesting because the 
depth of the misery offers the 
possibility of a dramatic boun- 
ceback. The ideal recovery 
company would be one offer- 
ing the “double-play” of rising 
earnings and, as stockmarket 
onfidence increases, a share 
price escalating to a higher 
Itiple of those earnings. 

e case for a recovery in 
ing has been argued by 
herwood, president of 
ontainers (a Bermuda- 
pany listed in the 
Britain). In his 
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standards, the speed of the market's ascent may prove to be 
its andoing. 

Of course, those who had taken their Taiwan profits 
when the index had merely doubled in six months may now 
be regretting their overcaution. But the long-term ers 
may be those who hedge their bets, those who prefer a good 
profit in the hand to a massive one in the bush. 

With the exceptions of Taiwan and Australia, which 
continued to defy some none-foo-attractive commodity 
prices and interest trends, a degree of caution had set in by 
early September. Markets, including Singapore and 
Tokyo, took a cue from Wall Street ed a new 
high of 2,722.42 on 25 August before retreating in the face of a 
further weakened dollar. The dollar had reacted more 
sharply to poor US trade figures than to evidence of a sharp 
contraction in the Japanese surplus. 

Almost universal interest-rate rises to some extent re- 
flected efforts to nip inflation in the bud rather than a fear 
that it would again become . So uncertain share 
movements and downward pressure on bond prices was not 
accompanied b enge] "npn strength. Gold lacked 
lustre, see y stuck in $450-475-an-oz range. Cop- 
per and aluminium lost some of their previous sharp gains 


— continuing evidence of tight supplies. 
European markets maintained a sceptical air, with 


Frankfurt losing ground in response to the strong 
Deutschemark, but the French and Italian markets, w 

— apart from bombed-out Brazil — have been the world's 
worst performers so far this bullish year, made up a little 


lost zround. 


letest annual report, Sherwood ad- 
mits that shipping “has had a bad image 
in recent years for investors and 
ong- | creditors, not without justification.” 
Ee puts this down to 
overcapacity." But, 
situation is now changing fundamen- 


he says, 





Container saip in Hongkong harbour. 


“horrendous 


— Philip Bowring 





The basis of Sherwood’s optimism is 
that industrialised countries like Japan, 
the US, Sweden, Britain and West Ger- 
many have largely given up the “folly” 
of subsidising shipbuilding. So, new- 
ship orders have dropped ramatically, 
the price for building ships has risen and 
the value of existing ships has increased. 
Sherwood foresees the happy prospect 
of scrappings of over-age tonnage con- 
tinuing while world trade (and demand 
for shipping) increases. 

This view gets d from Ken 
Long of stockbrokers Kleinwort 
Grieveson, who comments that 
Europe's skipbuilding capacity now 
stands at less than 4% of what 
it was 20 years ago. In Japan, 
the cutback in recent years has 
been of the order of 50% he 
says. This can only be good for 
the prospects of shippers with 
existing fleets. The total world 
fleet of bulk carriers, for exam- 
ple, is estimated to have fallen 
about 1% last year. 

But recovery has been very 
slow. Long says that this is the 
most prolonged recession in 
the shipping industry for 200- 
300 years. Shipping saw several 
false dawns in the 1980s, but 
the skies have darkened again 
because of excess capacity 
waiting in the wings, specula- 
tive new ordering of ships and 
continued (if lower) govern- 
ment subsidies. In the tanker 
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ASIAN GROWTH FUND PACHFIC GOLD FUND 


A Whole World of Opportunities 


Indosuez Asia Investment Services Limited offers quality professional investment services 
for investors throughout the Asia/Pacific Region. 


The performance record of our Unit Trusts speaks for itself: 


Inception Performance in US$ 
Date (up to 3/9/1987) 
* Asian Growth Fund* Nov 84 213.1% 
® Pacific Gold Fund Oct 86 85.5% 


To find out more about our unit trust funds and professional investment services, 
please contact 


Indosuez Asia Investment Services Ltd 
Suite 2606-2607, One Exchange Square, Hong Kong 
Tel: 5-214231 and 5-8107744 Telex: 61413 ISAIS HX Fax: 852123-48218 
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The above performance figures are based on US dollars on the Net Asset Value of the funds. 
* All incomes have been reinvested in the funds. The prices of the units may go down as well as up. 


and bulk-carrier markets, overcapacity 
remains. Occasional improvements in 
rates only persuades another ship 
at anchor to come out into active 
service. 

But it is also true that shipping is not 
a simple homogeneous market traded 
freely. Although it is a verv interna- 
tional industry, it has many sub-sectors 
affected by a great variety of factors. 
The biggest segments of the incustry are 
the oil tankers, bulk carriers and liners. 
As well as different kinds of ships, there 
are different routes which have, at dif- 
ferent times, been much more profita- 
ble than other routes. And, currency 
changes have hit companies from hard- 
currency countries. In short, whatever 
the outlook for the market as a whole, 
different companies are experiencing 
conditions ranging from fast 
growth to near-bankruptcy. 

Any generalisation about 
the state of the shipping in- 
dustry is dangerous. 40° 

This means that invest- 
ors should not simply “buy | 30s 
shipping.” Each company 
should be examined with- 
in the context of the 
worldwide trends. Unfortu- 
nately, the decline of the in- 
dustry has been so great that 
there are few stockbroking 
analysts left who specialise 
in shipping. This could be a 
bullish signal in itself. But it 
makes the choice more dif- 
ficult. Among the dwindling 
band of shipping companies 
in the world, three are 
examined here. 

» Nippon Yusen is one of 
only four Japanese shipping 
companies listed in the | 
Japan Company Handbook | 
for the First Section of the 
Tokyo Stock Exchange 
to have made a profit in | 
their latest full years. Japan- 
ese companies have been 
(and remain) particularly 
badly positioned in the shipping crisis. 
The companies commonly cite the high 
level of the yen as one of their major 
problems (since many of their costs are 
in yen but their business is interna- 
tional). They also complain of poor 
rates on routes to the US, though re- 
marking on some recent improve- 
ment. 

Despite their appalling records in re- 
cent years, the astonishing thing about 
Japanese shipping companies is that in 
nearly every case, their shares are 
higher than three or four years ago. One 
reason is that they have made capital 
gains in shares and property. In Nom- 
ura's analyses of these companies, a 
prominent place is always given to the 
value per share of the company’s prop- 
erty or shares. 
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Nippon Yusen, described in the 
handbook as "Japan's representative 
shipping company, with century-old his- 
tory of service" is said by Nomura to 
have a “hidden asset value per share" of 
3250 (US$1.76) for land and just under 
¥400 for shares. These hidden values 
make the current share price of ¥591 
scem reasonable but nothirg much tc 
do with shipping. The shipping interests 
of the company are more or less thrown 
in for free. 

How much more than nothing the 
shipping interests are worth is difficult 
tc judge. Although Nippon Yusen 
made a profit last year, it was a mere 
¥0.3 a share. Using the consolidated ac- 
counts, Nippon Yusen made a loss per 
share of ¥3.5. Nomura forecasts that 
the company will creep into margina! 

















Source: Lloyd's Shipping Economist. 
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profit on a consolidated basis in 1987-88 
and but still only reach ¥1.9 per share in 
1988-89. Nippon Yusen's responses to 
the shipping crisis have included 
branching out into related businesses 
and trying to make itself into an “inte- 
grated land, sea and air distributor.” 

» Nedlloyd of the Netherlands has 
adopted a similar strategy, adapting it- 
self so that it can offer a “total package 
of logistic services” including storage 
and distribution. But so far, Nedlloyd 
has also been hovering awkwardly over 
the line between profit and loss. Last 
year it made a net profit of only Guil- 
ders 20.6 (US$10.20) a share and a re- 
turn of only 3.2% on average sharehold- 
ers’ equity. Recently the shares have 
been trading at Guilders 178.5, after the 
announcement of a loss in the first half 


LAID-UP BULK CARRIERS 
(Including ore carriers) 






BULK ANC COMBINED CARRIERS 
SOLD FOR SCRAPPING 
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The line forecasts a small full-year pro- 
fit, partly because of “some improve- 
ment” in shipping. 

Nedlloyd does not have the luxury 
which Nippon Yusen has of large profits 
in shares and property. But the low re- 
turns it had been getting recently and 
the potential for recovery is shown by 
the large value of shareholders’ eques 
per share. This was Guilders 656 at end- 
1986, more than 3.5 times the share 
price. Last year’s cash flow per share is 
also remarkably high in relation to the 
share price, at Guilders 162. If a general 
improvement in shipping does come 
through, Nedlloyd will be a prime ben- 
eficiary. 

But to show how different life can be 


for different companies in shipping and | 
| 


its associated industries, a small British 
company has actually been 
showing risin 
throughout the 1980s. 
» Tiphook's main business 
is the rental of containers. 
Not every company has 
prospered in this field, but 
pre-tax profits of Tiphook 
have floated up each year 
since 1982-83, when the 
were about £500, 
(US$826,446) to £4.5 mil- 
lion in 1986-87. According 
to brokers Kitcat and Ait- 
ken, they should make £8.5 
million in 1987-88. 
Tiphook's success is due to 
many factors but they seem 
to include better-quality 
equipment, flexible rental 
terms, the use of advanced 
communications — technol- 
ogy and avoidance of the 
US market. 

Tiphook has taken a very 
analytical approach to the 
industry and positioned it- 







to diversify into rental of the 
trailers which pull the con- 
tainers on land and also into 
rental of railway wagons. The 
earnings per share predicted by Kitcat 
and Aitken for 1987-88 is 26.2p. With 
the shares recently at 435p, that means a 
prospective price/earnings ratio of 16.6. 
Tiphook excepted, most shipping- 
company reports tell the same sto 
again and again: retrenchment. This is 
an industry which is slimming itself 
down worldwide. At some point, it must 
be slim enough to increase its rates and 
improve protits. Perhaps it is still too 
early for investors to get involved. But 
there is large potential for recovery and 
it will be easy to miss it if one waits until 
the bright light of day is obvious to all. 
The best policy may be to make a mod- 
erate investment in carefully chosen 
companies in the industry now. Then 
wait until the recovery is more certain 
and double the investment. o 
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ty James Bartholomew in London 
pesos who bought British gilts (gov- 
‘ernment securities) ahead of the elec- 
| tien on 11 June hoping to profit from 
_ |. another electoral success for the Conser- 
| vative Party have been disappointed. De- 
_| spite the Conservative victory, the gilts 
| market has fallen back. Yields on long- 
-| term gilts have risen from 9% toover 10%. 
(After this shake-out, have gilts now 
.| fallen far enough? Is a yield of 10% 
.] enough to attract new buyers given that 
.] inflation is running at less than 5%? 

| The key development since the elec- 
-| ten has been the government's decision 
© raise short-term interest rates. British 
Tancellor of the Exchequer Nigel 
wson surprised most people by forc- 
rise in banks’ base rates from 9% 
J7e on 6 August. Lawson was trying 
it. the brakes on an economy that 
d signs of overheating. This over- 
ng is the prime cause of the mar- 
§ weakening. 
Ithough the markets were taken 
surprise, the tightening up was 
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foreshadowed in the previous Where To | 
Put Your Money article on British gilts | 
(REVIEW, 28 May). Tim Congdon of 
stockbrokers Shearson Lehman Securi- 
ties was quoted as predicting that the 
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Plus every 4th issue from January 1988. For 
further details please contact: 


Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd 
GPO Box 160, Hongkong 
Tel: 5-293123, Fax: 5-8656197 
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fast growth in money supply could lead 
to a serious rise in inflation. The article 
concluded: “At some point, the govern- 
ment will have to bite the bullet anc 
tighten British monetary conditions." 
Lawson's one-point rise in interest 
rates has gone some way towards doing 
that. But Congdon is still not satisfied. 
He argues that “12% base rates for sev- 
eral months is the only answer." With- 
out a cold shower of that sort on the 
economy , he believes the heat will con- 
tinue to build and inflation will continue 
rising through 1988 and beyond. He ex- 
pects a rise in stockbuilding and capital 
investment to hit the balance of pay- 
ments, and he forecasts 796 inflation for 
1988 unless interest rates are boosted. 
If he is right, then gilts should cer- 
tainly be avoided for the time being. But 
the 12% base rates which Congdon 
thinks necessary would probably not re- 
sult in anything so drastic as 1276 yields 
on long-term gilts. Such high short-term 
rates would certainly calm the economy 
and make the inflation outlook favoura- 
ble. In that case, long-term yields might 
only need to rise to, say, 11%. If that is 
right, then the downside potential on 
long-term gilts may be only 1095. 
Congdon is at the most pessimistic 
end of the range of forecasters. Lawson 
himself takes, not surprisingly, a more 


Where To Put Your Money 
— Special Report — 


Starting today, this special report will become 
a regular monthly feature published on art paper 
in the centre of the Review. 


If you wish your advertisement to take full ad- 
vantage of this excellent editorial environment, 
be sure to book early for the forthcoming issues 
and reach over 200,000 Review readers 
worldwide whose annual investments in prop- 
erty, life insurance, stocks, bonds or collecta- 
bles average US$436,000. 


Dates are as follows: 
October 22, 1987 
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btimistic hne. He recently calmed the 
cts market by saying he believed the 
"16% base rates will be sufficient and in- 
flation may fall below 4% at year-end. 
Philips and Drew (P&D), which is 
sloser than Congdon to the consensus of 
forecasters, predicts inflation next year 
of only 4. 4%. If that is right, then Bri- 
tish gilts offer an extremely attractive 
real yield of 5.6%. This is a higher real 
| yield than that offered by the US, 
-| Japan, West Germany or Switzerland. 
| This leads P&D to recommend gilts 
(a:ong with West German and Dutch 
bcnds as a haven from the continued 
weakness of the dollar and rises in US 
long-term interest rates. 
^]. At present, US long-term yields (at 
| about 9.2%) still do not look high 





c . enough. Inflation in the US next year is 
uH forecast by P&D at 5.4%, leaving a real 
| vield of 3.8%. This may be insufficient, 


in view of the fact that Alan Greenspan, 
the new chairman of the Federal Re- 
serve Board, is an appointee of Presi- 
dent Reagan, surrounded by a majority 
of other Reagan appointees at a time 
when a presidential election is on the 
horizon. It seems unlikely that the Fed 
will be as financially prudent asit should 
be in these circumstances. That means a 
build-up of inflationary pressure, leav- 
ing US long-term bonds vulnerable. 

But P&D might be erring in think- 
ing that a continued shake-out in US 
long bonds would not harm British gilts. 
It is hard to see those who have lost 
money on US long bonds immediately 
re-investing in British ones. 

There is another factor which may 
keep gilts subdued. The British Govern- 
ment has fallen behind on its funding 
programme for the current financial 
year. That means that an above-average 








amount of new gilts will be issued in the 
coming months. Also happening soon is 
the sale by the government of about 
£7.5 billion (US$12.2 billion) of shares 
in British Petroleum. These drawdowns 
on investors' liquidity will limit any 
short-term rally in long-term gilts. 

In one sense, the Lawson one-point 
rise in short-term rates is encouraging. 
It does mean that he is prepared to 
tackle inflation despite the obvious 
danger of making himself unpopular in 
the short term. The usual complaint 
about such moves is “too little, too 
late.” It may not be as bad as that, but 
there seems little chance that it is 
genuinely “enough, in time.” Lawson ts 
more likely to have underreacted than 
overreacted. On this basis, even if Cong- 
don’s worst fears do not come true, in- 
vestors should probably stay clear of 
gilts for the time being. R) 
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rance hasa rightwing government an- 
ious fo liberalise and privatise. Mean- 
while, institutions in Paris have been 
| gatalysed by events in London into de- 
cp veloping new markets and instruments. 
. The franc will eventually have to 
face another. realignment against the 
-| Deutschemark within the European - 
|. Monetary System (EMS). But mean- 
-| . while, the interest differential may be 
| more than enough to compensate. 
Yields on top quality five-year French 
Tranc Eurobonds are now about 10.595, 
while the West German equivalents are about 5.895. 
France does not, of course, have such a healthy current-ac- 
count surplus as West Germany but the inflation rate has 


























bout 3 And there are political pressures against 
ther EMS realignment affecting the 
ntial election in the first half of 1 
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French Treasury: spruced-up market. 


brought to the very low (by French standards) level of | 


franc prior to the 
: , dominate international bro 


are ‘annual fixcdcnterést. bills of two- | 
and five-year maturities, —— 

. . To make things even more interest- 
ing, sophisticates now have access to a 
thriving financial-futures market, the 
MATIF (Marche à Terme d'Instru- 

ments Financiers) which has been in 
operation for the past 18 months, trad- 
ing an average of 30,000 contracts a 
day. The exchange trades both bond — 

.and bill futures, but most of the busi- 
ness is in the bonds, for which contract | 
size is Ffr 500,000 against Ffr 5 million 
for the bills — too big to attract many 


_ individual speculators. Dealing profits made by non-resi- - 


dents are not taxable. 
Whether the French will be able to market: any of these 
instruments around Asia remains to be seen. French finan- 
cial institutions have tended to carry their Gallic presump- 
tions with them. And the US and paranc o utfits which | 
| oli nag | 
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Sales increased by an average annual Profits increased by an average 
rate of 14% during 1977-1986 annual rate of 26% during 1977-1986. 


Pre-tax return on total assets Investments in fixed assets and R&D 
increased from 8.3% in 1977 amounted to MSEK 25,000 durina 
to 13.89?5in 1986 1977-1986: Equivalent to 13?»of sales 


The financial performance-over the last ten years 
aerospace and automotive earnings self-financed 
investments and increased working capital. During 
the same period solvency (eqggm assets ratio) bas 
been increased from 30 to 51%. A record which 


> 
speaks for itself. SAAB 50 YEARS 1987 
SCANIA 100 YEARS 1991 













rch of an Investment 


T heir assets are often, literally, a hole 
in the ground and their shares are 
viewed with derision by big-time stock- 
broking houses. But the "penny dread- 
fuls," as they are known in some circles, 
have turned in spectacular returns and 
given life to giant miners in such mar- 
kets as Vancouver, Manila and Sydney. 

Largely resource-based and under- 
funded, these penny stocks offer invest- 
ors the chance for a windfall — while 
their cheap prices mean the odds of a big 
loss are small. For many, however, the 
question is whether even this small risk 
is worth the cash. 

Research partner Ian Story of Syd- 
ney brokers BZW Meares suggests in- 
vestors steer clear of Australia's very 
small *penny dreadfuls." "They tend 
not to move unless they are 
ramped,” Story said. “Either you're 
in or you're out. The average guy 
doesn't get a chance." Others sug- 
gest that for the small-time invest- 
or who cannot afford high-priced 
blue chips, carefully chosen penny 
stocks may be an alternative. 

Many of Manila's penny stocks 
performed far better than the blue 
chips in the first seven months of 
this year. Two such stocks, Anglo- 
Philippines and Vulcan Industrial, 
rose by 1,462% and 1,300%, re- 
spectively, from the start of the 
year to mid-July. More moderate 
increases were posted by San Jose 
Oil (up 48075), Golden Arrow 
(372%) and Imperial (275%). 
These gains compare with the 
270% rise in the Manila mining 
index in that period, and 122% by the 
commercial-industrial index. 

Leading penny stocks had a market 
capitalisation of some P1.72 billion 
(US$84.1 million) at mid-July (when 
market activity reached boom propor- 
tions), which was about 2.8% of the 
total market capitalisation. Brokers 
count only up to 25 such penny stocks 
which investors may want to look at. 
The recent foreign interest in Philippine 
investment prospects has also contri- 
buted to these counters’ activity. 

In Manila's stockmarket, penny 
stocks join any bull run only at the last 
stage, market analysts say, “and when 
they join the fray the strength of the 
short outburst is just spectacular." But 
with the market facing a wave of ner- 
vous selling in early September, these 
stocks may again be forced back into 
stupor. And the penny stocks, like their 
| big blue-chip brothers, have been af- 

fected by the ME S political events. 
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information on these Philippine stocks, 


with prospective investers unable to get | 

| the growing doge of the VS 
can be gauged x 
. ronto- Dominion Bank, one of the b 
| five Canadian banks anda bastion of fi 
_ cal conservatism, recently paid a recor 
|. C$125,000 (US$95, 275) for a seat. 


a prospectus on what these firms offer 
(or might produce). Annual reports 
printed by stencil machines on news- 
print are the best sourcesof information 
on many of these issues. One market 
analyst says that among such companies 


ere "bankrupt operatieas whose only | | 
| VSE. In its most recent financial yea 
! (ended March), it traded more thai 

| billiot shares with a value exceeding 
_ C$5 billion. That represented a t: 
| volume increase of 25% over 1985 an 
| 457. value jump. The VSE re 
_domirated by resource-relate 
| od Of the 1,720 companies 
ly own any mines but depend on their | 


hope are their mineral claims awaiting 
development. 

"The mineral claims are even more 
doubtful since in the Philippines legal 
cases usually arise more often when a 
company is already in the operational 
stage, not in the pre-operating stage." 
Some of these companies do not actual- 
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own investments in other mining or oi! | 


projects. 
The best-known of 
stockmarkets is probably Vancouver. 


Despite some dark and dubious mo- | 
ments of history, the Vancouver Stock | 
Exchange (VSE) is now recognised as | 
the pre-eminent and “senior” venture- - 


capital stockmarket in North America. 


it now has its eyes firmly fixed on Asia | 
as a potential new source of investment - 
, Of that, 25% 

The VSE was founded some eight | 
decades ago, when five Canadian en- 
trepreneurs set up shopin Vancouver to | 


capital. 


sell and trade shares in fledgeling West- 


capital. 


the then-remote Canadizn west." 


| caters to small resource compar 
| Scratc 
; tures nto operation. 


| wings far beyond Canada, and its 
| companies have interests all over 
" | globe. The exchange itself is about 
By Hamish McDonald in Sydney, with Ashley Ford in Vancouver and Jose Gatang in Manila | open a representative office in Ho 
However, there is often a dearth of | 


. countries in the region. There are. 
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the penny : 


| firms. have launched some very: maj 
ern Canadian mines anc to raise venture | Aft 
As C. Channing Buckland, | 
senior vice-president o? Canarim In- 
vestment Corp. of Vancouver put it re- | 
cently: "It was created as a central mar- | 
Eetplace for the raising of capital to fi- | 
mance emerging resource industries in | 
It still : 


| Mines, Lornex Mines, Highmont 
| anc Valley Copper. Allare maji 





ning to put mines or othe 


But now the VSE has spre 































































kong and is actively looking to oth 
48 members and 69 seats. A measure 


rom the fact that T« 





Business has never been better on 





1,125 are resource-related. But a 
towards diversification of 
ings into communication: 
eomputers, real-estate and. 
end social-service companie 
fast developing. 

Besides dealing in the eq 
market where stocks, rights 
“warrants are issued, the VSE 
has its own index, operate 
international commodity-o 
market for gold, silver and c 
&es with links to Asian, Eur 
end Eastern North Americai 
Lets and an equity-options m 










=> oth government and exch 
Tw) officials have recently t 
steps to clean up the mark 
mage, which had been ri 
Shady in recent years. A new Bi 
tish Cclumbia Securities Act was 
brought into force earlier this yea 
whick brought the VSE into line: with 
the rest of Canada’s commercial ma 
ketplaces. But the sheer volume of busi- 
ness still permits the unwary investor to 
be preyed upon, and 1986 was a record 
business year in every sense. The VSE 
did well, but so did the regulatory. 
thorities. : 

Last year, the VSE attracted C$5 
million from outside Western Canad. 
came from Europe, 9' 
from the US and 26% from Easte: 
Canada. As:an money is drifting in. 

A remarkable number of VSE-listed 








mines: Bethlehem Copper, 


dian copper producers. The 
molybdenum mine in northei 
Columbia, one of the top thi 
ers €i that metal in - 
launched on the excl 































Gerard Lohier Christopher Hayes 





: 


Mii 


"i 
Hye 


| 


Private Individuals, Corporations, Institutional Investors 


Invest your money safely, and in full confidentiality, through one of 
the best 
banks in the world: 










BANQUE NATIONALE DE PA 


If you have time to get actively involved in the investment process 
| and wish to 
become an enlightened investor with the help of a highly . 
competent team, avail of our 


FUND MANAGEMENT ADVISORY SERVICES 









If you are too busy looking after your business 
Rely on our expertise to invest your funds wisely through our 


DISCRETIONARY FUND MANAGEMENT SERVICES 


for Asia Pacific call on: 


BNP IFS (SINGAPORE) LTD BNP IFS (HONG KONG) LTD 
20 Collyer Quay 707-02 4305 Connaught Centre 
Tung Centre 1 Connaught Place 
. Singapore 0104 Hong Kong 
Tel: 2236311 Tel: 234161 
Telex: BNPIFS RS 26674, 26955 Telex: Pafin HX 73998 
Fax: 2253162 Fax: 48070 
Managing Director: Managing Director: 





massive Hemlo gold discovery recently 
put into production in Ontario. 

There are other smaller firms, such 
as Asia Pacific Capital Corp., which got 
their start on the VSE. Asia Pacific has 
penetrated the China market and has 
successfully concluded an exclusive 
agreement with the Chinese to market 
Chinese-made soft toys in the booming 
US toy market. 

Like Canada, Australia has a wide 
and lightly explored geology, a history 
of gold rushes and highly developed 
equity markets. Some would add, in 
Australia's case at least, a tradition of 
highly plausible con-men. 

The result is a lively, speculative end 
of the main sharemarket in which hopes 
of striking gold periodically overcome 
the probability of ending up with a lot of 
dross. As shares in many of the players 
come cheap — well below 50 A cents (36 
US cents) — the potential losses are not 
large, for the long-odds chance of buy- 
ing into a future Placer or Renison at the 
greenfields stage. 

Helping the development of a 
speculative mineral-exploration sector 
has been comparatively relaxed list- 
ing requirements: minimum capital of 
A$300,000 and at least 300 share- 
holders. Perhaps alone with Canada, 
Australia also provides for incor- 
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REVIEW'SPRAPH by Barny Lee and ivan Kwong 


poration and listing of “No Liability” 
companies (carrying the abbreviation 


NL instead of Ltd at the end of the | 


name). This means that shareholders 
are not liable for calls on unpaid capital. 
as are shareholders in limited-liability 
companies. 

Explorers are not required to pro- 
duce a track record (most could not), 
Sut must give details of exploration 
tenements held and so on, and must re- 
veal vendor considerations (for exam- 
dle, on sales of assets into the com- 
pany). Listed explorers must also give 
the stock exchange a quarterly report on 
exploration activity amd a cash sum- 
mary. Even so, most prospectuses carry 
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a well-deserved "high-risk" disclaimer 
of some kind. 

Many of these provisions were born 
after the nickel boom of the early 1970s, 
which was notorious for the creativity 
displayed by both company promoters 
anc geologists. Gold-mining is now the 
focus of a similar frenzy (with attempts 
to find diamonds and platinum also 
creating a buzz). But where very few os- 
tensible nickel-miners ever produced 
any metal a: all, many of the small gold 
miners are already in production. 

The most notorious “penny dread- 
fuls" in recent times have not been in 
mining, but in the rash of hi-tech stocks 
floated two or three years ago. 
Biotechnology figured strongly, with 
the hype based on the optimism of 
scientific consultants rather than 
geologists. 

Evaluating which of the scores of 
small NL miners have the best pros- 
pects. and the technical expertise and fi- 
nancial rescurces necessary to develop 
them would tax the most conscientious 
researcher. Melbourne stockbrokers 
A. C. Goode and Co. produce the most 
exhaustive publication on gold miners 
— the annual Australian Gold Book — 
but even this excludes the smaller ven- 
tures with less than 50,000 oz a year pro- 
duction. 
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Balance, Control and Strength | 


Three Good Reasons To Invest With Our Team 


olo and international investments. Both demand exacting skills from their exponents. 


Both require balance, control and strength. Plus years of experience. And teamwork. 


At PFC we have a proven team of skilled investment professionals whose experience has 
f | pe 


already won results. 


Lock, for example, at the success of the unique PFC Intemational Portfolio Fund, which 


brings together some of the best funds and managers availabie in Hong Kong. 


The Fund offers three investment strategies: Specialist Growth up 155%", Balanced 
Growth 13496* and Sterling Income 12996* (all figures in US dollars) since launch in 
April 1985. And more than US$109.7 million is mvested in the Fund. 


To zake advantage of PFC's successful teamwork, complere and return the coupon below. 





* Figures from SCMP bid to bid. The price of units can go down as well as up. 

















Please send me details of the PFC International Portfolio Fund. - 
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Mr. David Wilkie or Mr. Vincent Chan Address: L3 L - nad I 

Fersonal Financial Consultants Ltd. E 
1301 World Trade Centre, — - " — Ed 
Causeway Bay, Hong Kong. 2 " 5 =f 
: 5.8908448 >J 
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. International financial services? 
We talk your language. 


We're talking Euro-yen capital market activities. And we're talking business 
in Japan. In fact, we’re multilingual, capable of talking many of the languages 
you speak, like currency and interest swap transactions. We're also quite 
fluent at making order-made financial plans for you. 

These talents grow out of over $285 billion in assets, making DKB the 
strongest funding base in Japan. We offer services that are worldwide, 
integrated and completely comprehensive. That's how we got to be who we 
are. Not just by being friendly, but by talking your language. 


We have your interests at heart. 


DAI-ICHI KANGYO BANK 


Head Office: 1-5, Uchisaiwaicho 1-chome, Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 








[Network in Asia and Oceania | Branches in: Taipei, Seoul, Singapore, Hong Kong Representative Offices in: Jakarta, 


Kuala Lumpur, Bangkok, Bombay, Beijing, Shanghai, Guangzhou, Dalian, Sydney, Melbourne Subsidiaries in: Hong Kong, 
Singapore, Sydney Associated Companies in: Bangkok, Singapore, Kuala Lumpur, Jakarta, Brunei 


MARKET INDICATORS 


STOCKMARKETS PERFORMANCES 


(Performance of unit trusts recommended by tund 
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A cut above the rest | B 


3y Hamish McDonald in Sydney 


s well as producing a lot of coal — 

more than it can sell. in fact — Aus- 
tralia has emerged in the past year as the 
world's leading supplier of a more 
glamorous type of carbon mineral, 
diamonds. 

The Argyle venture in the north- 
western Kimberley region is the onlv 
Australian mine yet operating, and with 
a capacity of 30 million carats a year out- 
strips on its own the entire output from 
any other major producing countries, 
mostly in southern Africa. But early 
next year, the adjacent Bow River mine 
starts production at 700,000 carats a year. 

Only a small portion of Argyle pro- 
duction is cut and marketed locally, as 
the venture opted to join the Central 
Selling Organisation (CSO) run by 
South Africa's De Beers Corp. The bulk 
flows to cutting centres in Belgium, Is- 
rael and India, and passes through a 
complex chain of dealers and wholesal- 
ers before appearing in jewellery shops. 

Apart from an 18-month period of 
crazy speculation in 1980-81, loose 
diamonds have not been widely re- 
garded as a hedge of value, and with 
some 7,000 different levels of quality, 
the gems obviously are much less trade- 
able than precious metals. 

Diamond prices have been 
strengthening this year, however, and 
seem likely to stay firm. In fact, De 
Beers Consolidated Mines said on 4 
September that its CSO would raise the 
price of uncut diamonds by an overal 
10% at its next sale, scheduled for 5 Oc- 
tober. A De Beers spokesman said the 
impetus for higher prices came mainly 
from demand in Japan and Southeast 
Asia. Stocks in the supply rene are 
low, no large-scale new producers will 
emerge for five years or more, the CSO 
remains a highly effective cartel unaf- 
fected by South Africa s political trou- 


bles and currency movements have — 


made the US-dollar prices more attrac- 
tive in Europe and Japan. 

Investing in diamonc stocks is one 
way to cash in, and with various insec- 
urities and ethical problems surround- 
ing South African investments, Austra- 
lian miners are probably the best place 
to go. The purest exposure to existing 
production comes via the minor 
partners at Argyle (major shareholder 
CRA, with 56.8%, is weighted down 
with coal and base metals). These are 
Ashton Mining (38.2%) and the West 
Australian Diamond Trust (5%). 

Analyst Christopher Buckle, of 
Westpac Bank stockbroking arm Orc 
Minnett, gave high marks to Ashton ina 
recent diamond-sector report. It had ar 
A$29 million (US$20.7 million) net pro- 
fit in its first full year (calendar 1986) 


| rising to A$12.7 mi lion in 1988 
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and :s tipped for about A$30 million E. 
profit this year, equivalent to about 15.4 
A cents a share. Buckle is tipping profits 
of A$39.2 million in 1988 and A$46.4 - 
million in 1989, 
The WA Diamond Trust offers 
uaranteed yield rather than growth. It f 
is required to distribute all earnings, | 
and kas a state government-guaranteed | 
minimum distribution of 8 A cents a m 
year. For 1986, distribution was 9.7 A |. 
cents (as against the 7 A-cent dividend |. 
from Ashton). From this July, it has | 
been liable to corporate tax, and |- 
Ashton dividends are likely to overtake | 
the trust's distribut on over the next two | - 
years. But the trus:'s payouts are likely 
to be fully “frankec” under the new cor- 
porate-tax imputation scheme, which | 
will be advantagecus to investors with — 
other Australian income. ` 
A mixed diamond and oil investment 
comes in Bridge Oñ, which owns 39.6% _ 
of the Aredor mine 
in the West African 
nation of Guinea. 
Although it only 
produces less than 
200,000 carats a 
year, about 93% of 
production is in 
gem-quality stones 
which attract a high 
ps Buckle rec- 
ons that pre-tax 
profit contribution | - 
from Aredor this | 
year is A$8.5 mil- 
lion (against A$15.2 
million from oil). 
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earnings of A$20.1 million at steady oil | - 
prices of US$18 a barrel). Net profit - 

seemed likely to rebound from A$1.1 | 
million in 1986, to A$18 million this | 


year. — 

The Bow River project is owned 
80% by recently floated Freeport 
McMoRan Australia (offshoot of the | 
US minerals giant) and 20% by Gem | 
Expleration and Minerals NL. Produc- 
tion, due from next March, is assured | 
for only seven or eight years, but re- | 
serves could well be extended and pro- | - 
ductien includes a steady proportion of — 
high-value pink diamonds. At A$1.75a - 
share. Freeport is already trading above 
the A$1.35 issue pr ce. 

Among the explorers close to com- 
mercial development, Ord Minnett 
singles out Acorn Securities, which has - 
found substantial reserves in Indone- | 
sia's Kalimantan amenable to low-cost | 
dredging recovery. Although this pro- | 
ject ts still subject to numerous uncer- | 
tainties, Acorn wil! have some early cash- - 
flow from an Australian gold mine. Li 
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INTERNATIONAL FUND LIMITED 


| MANAGED CURRENCY FUND-| 


A HOME FOR EQUITY GAINS 


in £* 


EXPERTLY INVESTED 

Despite volatile markets this expertly 
invested Fund has consistently met the 
aims of the Managers: long-term capital 
and income growth. 


LOW CHARGES 

The fund’s offshore location allows it to 
pay all returns to investors 
gross, (except residents 
of Guernsey). Charges 
are 242% at entry and 12% 
per annum thereafter. 
Minimum investment 
is US$10,000 or the 
equivalent in any major 
currency. 

EASY TO INVEST 
For a copy of the 
prospectus, on the sole 
basis of which an investment 


NNESS FLIGHT International 
d — Managed Currency Fund 
s to protect and maximize the 
rnational purchasing power of 
nvestors' assets by investing ina 
 3rofessionally managed "basket" 
§ of major world currencies earning 
4 wholesale money market 
d] nterest rates. 
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vestment may be made and an application 
form, please complete the coupon and 
return it to us. 


INFORMATION 

As always investors are reminded that past 
performance is no guide to the future and 
the value of their shares may go down as 
well as up. Guinness Flight International 
Fund Limited (formerly Guinness Mahon 
International Fund Limited) is an open- 
ended investment company incorporated 
in Guernsey. All share classes have been 
admitted to the Official List of the Interna- 
tional Stock Exchange, London. 


*Average annualised compound returns 
on accumulation units of the Guinness 
Flight International Fund ~ Managed 
Currency Fund offer to offer basis, 23.5.80 
to 30.7.87. 


‘GUINNESS FLIGHT 


INTERNATIONAL FUND LIMITED 


For further information and a prospectus (on the sole basis of which an investment may be made) and an application form, write to: 
PANURGY LIMITED, Hong Kong Representative Office, Guinness Flight International Fund Limited, 2202 Silver City Commercial Building, 
184-192 Lockhart Road, Hong Kong or telephone 5-744050 



















ic. Two plays by Wong, No Foul 
(1983) and Esperanza (1986), 
/ depict a Singaporean society 


hope seems to have been aban- 
doned and the central characters strug- 


gle against the oppression and pre- 
judices of others. Wong's plays are the 
closest to a Singa 


with complex themes that arouse the 
"hearts and nerves" of audiences. 

The fact that such plays were initially 
tolerated and indeed supported by the 
government fuels speculation about the 
government's true motives. 


ideological tendencies of the group? 
Was it collecting incriminating data 
which would link the Third Stage to the 
“clandestine Marxist network?” Or 
was it hoping that the drama group 


could “balance” their critical plays with . 


plays p prane the system? 


HISTORY 


‘ake freedoi o " 


rean "theatre. of. 
cruelty" — a style of theatre which deals | 


Was ita | 
strategic measure to gauge the true. 


i support for and its ev entual. clamp- 


down on the Third Stage have clearly 


-disconcerted members of the group. 
Ch'ng tried to rationalise the arrests by 
‘saying that “in the eyes of the govern- 


ment, the Third Stage isa hotbed of ac- 
tivists. You see, the three members who 


|, were detained had a background as stu- 
| dent leaders." Other members of the | 


group quickly point out that they did not 
observe any indications that the three 
were manipulating the - society to 
“further any subversive gause.’ 

: What about the future? “People in 
the group have a certair orientation to- 
wards the educational rather than. es- 
eapist entertainment, but now after this 


[the arrests], we have to be purely enter- 


tainment,” Ch'ng said. Bat with Ch'ng's 
own incarceration, it appears improba- 
ble that the Third Stage can offer any 
form. of entertainment. even if. they 


wanted to. They have been given notice 


| fter the recent military mutiny in | 


Manila (the ‘fifth coup attempt. | 7 


against. President. Corazon. Aquino) JE à 


-which 30 people died and scores were | i 
injured, one can. imagine. the glee felt by | 
the man who sits in exile in Hawaii, hop- | : € 
ing for. the overthrow of the regime. 
which ousted him. Despite his denials of | merce. 
Fer- |. 

J in | 1972, | 
his file on the Philippine president: He | 
| sus into PAD war meagan re- |. 


involvement with the mutineers, 


dinand Marcos.has clearly been behind | i 
some. of the efforts to destabilise the . 


Aquino government. Having woven a 
tangled web of deception for so long, 
the disgraced president continues to ac d 
to the misery he inflicted on the Philip- 
pines. Much of.damage he wrought in 
his own country. has already been re- 
counted in books about his regime. This 
book concentrates on his war record. . 
While Charles McDougald’s The 
Marcos File was. being serialised in a 


McDougald began < os : piling 


Manila newspaper early this year, the. |. 


author and the newspaper were 
threatened with a US$50 million libel 


suit by Marcos. He has yet to file the 


suit. 


It would be difficult to believe that | 


McDougald fabricated the facts enu- 


ly -onscious. It also proves the 
atir Singapore, anything that sn 
of ics outside the realm of "officia 
and approved institutions, is quick 
suppressed. The government arg 


. that Singaporean society is too frag 


and Vulnerable - to withssand ar ica 


wae — Ted Kon a dicen pe 
pedro. Ch'ng maintains. that the 
theatre is a medium which could explo 
Singapore's vulnerability to withstanc 
new, even radical, ideas. 4 


| ports. and the US Army's ari I 


"wed Filipino guerilla’ 


| most Sgen T bate. MD Marcos 


pare | 
ANE most ¢ haar A orh 


A m Med sho s earking d asa Maie la low. : 
for the American Chamber of Com- 


| " Marcos is te 
carne were announced and awarde 
1963, the documentation for whic 
mainly based on verbal testimony b 
supporters and propagandists. .. 
Incuiries in Washington. disclos 


| that Marcos’ claim for backpay and rt 


ognition was refused by the US Go 
ment. What transpired was that M 
belon i ! | 
the “Escolta Guerillas" (named after é 
Manila business street) whose armour’ 
consisted of typewriters and notarial 


seals to affix on doctored affida 


| Marcos’ main witness was a first lieute 


merated in his book. Presented in three. : 


arts, The Marcos File describes its sub- 


F ge as Soldier, Statesman, and. lastly, : 
through. most vividly as one dis- : 


The latter category is 


covers all the crafty conjuring that went 
on behind the scenes by Marcos’ prop- 
agandists _ who helped him promote a 
heroici image to his propie: 


| Maj. 
| Maharlika (“noblemen” 


| ant, Aurelio Lucerc, under whoi 
| COS ‘served as a third lieutenant. 
| appa was instrumental i in qi 


: = contrive ‘ak: a. handful E 


Japanese Imperial Arm 
ayed the fall of Ba 





. | epongressman to senate president and 






cos also figures in various glorious en- 
counters, for which the dates and places 
supplied prove hard to reconcile on sec- 
ond reading. In addition, Marcos 
daimed responsibility for sinking five 
Japanese MD Navy ships in Manila 
Bay and the Pasig River. 

Curiously, many of those who lived 
through the Japanese occupation, in- 
duding this reviewer, never heard of 
Marcos' heroic exploits. Those who 
made a name for themselves in genuine 
combat — Col Jesus Villamor, Narciso 
Manzano, Tomas Confessor, Agustin 
Marking, Gen. Macario Peralta — be- 
came instant heroes. Manzano was the 
highest-ranking Filipino on active duty 
with the US Army. He was involved 
with the most extensive intelligence net- 
work operating in the country during 
the war. In his unpublished memoirs, 
which he showed to MacDougald, Man- 
zano wrote of never having heard of 
Marcos and his so-called elite Mahar- 
lika contingent. 






























arcos' political career after the war 
was no less spectacular. A wily law- 
r, his first case involved defending 
imself against a murder rap. Charged 
in 1939 with killing his father's PM 
opponent, he defended himself during 
his trial while still reviewing for the bar 
examination. He topped the bar exams 
and was convicted. A year later the 
Philippine Supreme Court overturned 
his conviction. When war broke out in 
the Philippines in 1941, Marcos was a 
celebrity of sorts. Politics was the next 
legical step and he rose rapidly from 
















never lost momentum. His purported 
war exploits became the propaganda 
vehicle for his rise to power. 

A campaign biography written by an 
obscure American author named 
Hartzel Spence appeared in time for the 
1965 presidential race which gave 
further credence to the legendary war 
record. Marcos handily won the elec- 
tion in 1965 at a time when the practice 
of election-rigging reached its zenith. 

McDougald also traces Marcos' 20- 
year-rule, during which power became 
an obsession for Marcos, his wife and 
their clans. He also weaves in the chain 
of events which culminated in the 
Aquino assassination. The rest is now 
history, and the constant upheavals 
which the Philippines faces today indi- 
cate that more turbulent times lie 
ahead. 

While Marcos continues to plot his 
vengeance in Hawaii (he disclaimed any 
involvement with the recent mutineers 
but asserted his willingness to return 
and join them), it is obvious that the 
Marcos file cannot be closed while he 
lives and breathes. 

— John Manzano Taylor 









































Just another Rolex 


The Jade Pavilion by Martin Booth. Hutchinson. £10.95 (US$18). 


Memor MA AIME looking at his watch 
that you are in Hongkong. It is 1937, decades before the countdown to 
1997; but it is clear from the start of the novel that there is a sense 
lis cos d Pede erste aee his shirt and off his 
trousers, Mulrenan is looking at his watch saying, *I must be by 
seven-thirty at the latest." 

The watch is British-made and that, to Mulrenan's mind, 
Sici bo kiss 40 dehe esl ec mpi te modia 
; seem to him to be replica 0 exactly those abuses that 
they had perpetrated in Ireland, When other chilies in Dublin were 
movie stars or flying aces, he was hero-w Charles Stewart > 


A p dupes and victims ; 
; and bie AnglerChinses nious Alice Geom ids af tka Toon. dio 


most notorious bordello in the Far East) go to the races and get invited to par- 
ties on the Peak, but it is obvious that he is one of those who will never 
be welcome in the boardrooms, let alone get elected to 


Blithely cheating a British officer at poker, Mulrenan wins himself a gold 
Rolex watch; and it is this time he consults as he slips an amethyst and 
diamond ring on Alice's third . In gi her the he is not really 


doing right by Alice, or making an woman of her; he is merely 
eed. Frons oll of Which it reto toon that Malanin OALA NM 


ble husband even if he were not an out-and-out blackguard. 
All the same, in his way he loves her — or at least the Chinese part of her. 
The English part he detests, almost on principle. It is the Chinese half of Alice 


who teaching him how to use chopsticks, 

Tolites hint nde te mwaa way of lovemaking, 

ready practioner an not justa psc 
y its as not justa 

Soe e on wack UONG M MM aad E 
asm as 

graphy. One of the themes of this book, it soon 

emerges, is interbreeding. For all his Irishness, 











know that their is doomed. 

Be Jegemtaocemad Hubs. Yenc 
a ^ ž 
business with the War qui Mahindi do. 

cides to leave for India via X 
With Mulrenan out of the way, flowers. 
Turning her back on her life in the brothel (for which the Jade Pavilion of the 
book's title is a ), she finds an outlet for her and good- 
ness t in a convent school, where it is soon apparent “had she not 
lost her ; She would have been a most candidate for entry 
into the ." Mulrenan has become no more to her than just another “mas- 


culine experience," what “the American girls [at the Line] had termed a ‘john’.” 

When he returns at war's end to Macau, she is — and serves him right too — 
cold and distant. His final bid for riches, an to hijack a fying 
gold between Macau and Hongkong, ends in spectacular failure, and Alice 
rid of him for good. She is not a bit sorry. “You no more loved me,” she told 
eee ee ekp bs or ee een a r 
more loved me than you did that Rolex watch.” 

The author’s intimate knowledge of Hongkong and Macau serves him well. 
Booth has included every conceivable shade of local colour, down to the way 
they polish the brass PEIDO prx dades Cee ee ee 
bell-boy rolls a newspaper behind each rod while the clearner it up with 
Brasso, it so that it is polished all the way round. 

The are rather than individuals, but then this is 
the point of this kind of book. Still, it is not Booth's fault that the fig- 
ures are two-dimensional: the Chinese are two-dimensional even in Chinese 
novels. And those who have low expectations of the genre will be pleasantly 
surprised by the writing, which makes it amply clear that the author is capable 
of much better things. — Lynn Pan 
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«eep you fully informed. Plus in-d xh ar i 
trends, written by financial experts in Asia, the U.S. | d i 
decisions. And when you make a profit, it may even help you decide what to do. 


The Asian Journal is the most essen i ess can have. Use it wisely.. 
But first, be wise enough to use it. m | | 
Subscribe to The Asian Journal. THE À V 
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THE ASIAN WALL STREET JOURNAL. 
GPO Box 9825, Hong Kong 


| Mail this coupon and get The Asian Journal at 
: | a savings of at least 30% off the newsstand price. 


| Outside c Asia lainrmad) 


t] Check enclosed. < D Bill me later. 
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By Robert Cottrell in Hongkong 
“raud charges agàinst six directors, 
-associates and ádvisers of- Hong- 
ong's bankrupt Carrian group have 
been struck down by à high court judge 
‘ho told.the defendants that-they had 
"no case to answer." The six, including 
former Carrian chairman George Tan 
ad. director Béntley Ho, had been ac- 
ased of conspiring to mislead’ share- 
holders and creditors about the finan- 
al condition of Carrian Investments 
Ltd (CIL) — the main publicly listed 
company in the Carrian property, ship- 
ping and insurance group which col-. 
ipsed in September 1983 owing more 
ian US$1 billion — by falsifying cer- 


Price Waterhouse accountants David 
Begg and Anthony Lo, who had audited 
CIL’s 1981 accounts, were said to have 
been the victims of‘ “deceptions” practised 
on them by Carrian executives. These 
involved “false entries in ledgers, false 
deposit slips, false paying-in slips and 
transfer vouchers ... . false minutes” and 
other. "even more elaborate - decep- 
tions." But these schemings, he said, in- 
dicated a conspiracy against, rather 


than one furthered by, the auditors. The 
 judge's decision to clear the account- 
ants, not simply on a technicality, but 
explicitly on the basis that no evidence 


















to be particularly welcomed by Price 
Waterhouse. A conviction would have 
impaired not only its international repu- 
tation, but also its ability to contest a 
civil lawsuit alleging. negligence brought 
against it by Carrian liquidators. 

Four of the six defendants — Tan, 
Ho and the two Lams — may still face 
further court appearances. All are 
named in a separate conspiracy charge 
concerning an announced agreement 
for Carrian to sell the Lams an office 
block called Gammon House in. Hong- 
kong’ $ Central District: The charge was 

“severed” from the original indictment. 
at the request of counsel for a defendant 




































financial transactions and Company 
unts, l i | 
ding an 18-month trial which was 5 
longest and the most. expensive in |. 
gkong's - Tegal history, “Justice 
er said on, 15 September that he | 


E 


dis charging Tan and Ho because a 
"indictment had left no grounds on 
h they could be tried. The indict- | 
t, he said, was “bad” for reasons of- 
Jicity^ — meaning that- multiple 
ges had emerged in. the course. of 
‘prosecution case, whereas the in- |. 
tment had allowed for only one...» «| 
The judge told Rogerio o and Stephen | le 
am, half-brothers; whose Bylamson | 
oup of companies had agreed but later | gessi 
led to buy a shareholding in a local | aa 
nk from Carrian, that the evidence $ 
as "consistent with [their] having been $ 
embers of a conspiracy,” but one which | 3 
was not described in the indictment. 








No ca case. No aliwer.: 
with its international image among business and invest- 


scant or no regard for business ethics or the interests of share- 
bolders, 

= Codes have been promulgated and legislation passed in 
attempts to regulate the securities and banking industries. 
But, it would seem, to little avail. Even after the lessons which 







a of deposit-taking. companies i in the wake of John Mao’s 
jue-kiting scheme. There the gigantic fraud perpet- 
ited by officers of the Overseas t Bank. And then there 
‘as the Wing On Bank debac e. nd the Ka Wah Bank's in- 










had been adduced against them, is likely 





ongkong has for many years been fighting a losing battle 


n circles as a Tom Tiddler’s Ground for sharp operators, | 
_ the smart money boys. who. chase the big, quick bucks with |. 


mid have been learned fróm the collapse of the Carrian . 
empire in 1983, the world has been treated to the spectacle of 
accession of massive failures and pecu scams in Hong- 


é re was the collapse of the Hang. Lung Bank and a 


poned not. s on the publ 


_against that charge only, Deacons sol- 
dicitor Richard Wallis, and set aside for 
later trial. Tan and Ho also face bribery 
charges » brought. against. them by 
Hongkong’s Independent Commission 
Against Corruption. These charges al- 
lege that *advantages" were offered to 
Lorrain Osman and Hashim Shamsud- 
din, officers of Carrian's main creditor 
— Bank Bumiputra Malaysia — which 
lent the group more than US$800 mil- 
lion: Tan isexpected to make a court ap- 
pearance on 30 October. 


he indictment thrown out by Justice 
"à Barker represented. a single count 
E alleging. a conspiracy to defraud share- 
ZB holders or creditors. of CIL., by mis- 
representing certain transactions in its 
1981 accounts and related public state- 
ments (see box). Outlining its case last 
year, the prosecution had accused Tan 


glorious PE And many, many more. 

Obviously, the Hongkong Government was exercised by 
the problem, not least because it felt constrained to pour 
hundreds of millions of public funds into rescue. operations 
on the bankrupt banks. Had it allowed the ordinary, man-in- 
the-street deposit-holder to lose his savings, Hongkong 


would have forfeited what was left of its stock as a finance 


centre. 

Unfortunately, the government was not exercised suffi- 
ciently to force adequate regulatory laws through the ranks 
of the bankers, businessmen and other entrepreneurial vest- 
ed interests who still make up such a large proportion of 
Hongkong's unelected legislators. The performance of the 
staff of the commissions which have attempted | to oversee the 
worlds of banking and securities has been mixed indeed, but 


` in the final analysis, they have lacked sufficient teeth to dis- 


courage the crooks. 

Thus, it was vital when the. decision v was made to prose- 
cute the men behind Carrian for the various malfeasances of. 
which they were suspected that the prosecution should be | 
mounted with care, intelligence and legal professionalism. if | 
Carrian had in fact been an enormous confidence trick. per- | 


















tion; the Lam brothers of furthering. it 
by participating in an artificial transac- - 
tion, and the two Price Waterhouse au- 
ditors of assisting the Conspiracy by 
‘signing-off the untrue accounts. Crown 
prosecutor Lionel Swift had described 
Carrian as "fraud on an unprecedented 


scale ...a house of cards." He claimed 
that false, incomplete or artificial trans- 
actions had been used to inflate CIL's 


published profit for 1981 to HK$762 mil- 


lion (US$97.7 million) — versus a "true" 


figure, he said, of just HK$140 million. 


ie main purpose of the deception, said 
Swift, was to keep up the price at which 
Carrian Investments shares were traded 
on the stockmarket, The price had to be 
kept high, he said, because Tan had 
used large quantities of Carrian shares 
to secure bank loans, and would have 
had to pledge further assets if the value 
ofthe shares were to fall. nog 

Since the legal arguments essentially 
turned on the acceptability of practices 
adopted by Carrian in accounting for 
various cà 
Was. ively [o 
relatively o 












d that the trial would be 
and technical in nature. 
n though on Evéj a pate 





secution an 
men and. 15 
merely in ; 
for the tria 1.5 million pages of 
evidence derived from preparatory in- 
vestigations; more.than 100 notices of 
additional evidence were served, 60.of 





them after the case started; expert wit- 


. nesses alone cost the Crown HK$3.1 


. |. million. Original hopes that the. trial | &7^ 
| might be completed within a year were | 


eceipts and asset sales, it^ 


: =< 30 pol a = 
ints were involved 
ig documentation. 





i ston. ae thé presecution' 3 had includec 
an argument that the | length 

complexity of the legal procee 

| 


the defendants to receive a fair trial. 
"The argument," he said, ' 
with the best will in the-world, how can 
any jury, however intelligent and prop- 
[these] circumstances?” 

ceded, were “startling.” "The prosecu- 


present; the verbatim court transcript 


tan to 25,319 pages; and legal arguments | 
in the absence of a jury alone had oc- >. 


| Ccupied 195 days. Nonetheless, he said, 


Hongkong's legislature had chosen *to 
retain the jury system even in cases of | 


“great length and complexity,” and that: | conceaiments as to the profits, liquidi: 
| I 


the implications of this decision made it 


“unacceptable for him to halt the Carrian | 
trial simply for reasons of length and | 
complexity. “The effect of such accep-- : 


tance," he said, “would mean that in 





dashed when the prosecution case alone |g 


continued for 14 months. 


Justice Barker said that the defence. E. 


submissions made to him at the conclu- 


whose judgment was blinded by greed, then the case — and 
. the expected sentences — had to send a warning clear enough 


to deter other would-be tricksters. 


Thus, when on 15 September, High Court Justice Barker 
ants in the Carrian ‘rial had no case 
to answer, Hongkong’s effortsto re-establish itself as a reput- 
able international financial centre, subject to the rule of law 
and intolerant of fraud, were dealt a hefty blow. 


ruled that the six defe 


he invisible cost to the community's reputation was much 
greater than the huge sums of money which had been | 
spent on mounting the long and complicated trial (at least 
HK$100 million, including HK$40 million in legal: fees. 
alone). Naturally, the community is asking who was respon- 
sible for the farce, and why those on trial were accused of 
conspiracy to defraud (notoriously one of the most difficult 
crimes to prove in a court of law) and why the prosecution's 
case was confined to allegations that all six accused. were in- 
- volved in the conspiracy (so that if the case against one or two | the: AE : 
| * | in the tricky. period of transition up io. ; l 
ved whether Hongkong can afford not to have a 
shi ald ldem afi its senii fficer. 


failed, the entire case foundered). 


The man who must answer such questions is the n man i who 
has the sole right to decide who should be prosecuted wd f for A 
what: Attorney-G eneral Michael Thomas. hom is has bi 
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Wc: C: no yum for Y charge. 





pu5iic alarm. 








themselves had made it impossible for b | 
‘runs. that | | 


| Lam, David Begg and Anthony Lo 
erly directed, arrive at a correct ese) in; 


The statistics of the trial, he con- :1982 in. Hongkong, “conspired tog 


È tö -defraud shareholders. or -poti 
Aion case had-taken over 64 weeks to | 


| :dantso£ dishenestly: | SUM 
i > Booking: a profit cof HK$78. 3 milli 
reality, such ca cases, could’ never come to. | 


gain ist China Underwrite 


a onai Attorney-General. F He has bees identifi 
with legislation designed to bolish the jury system in compli. 
cated commercial cases (such as Cerrian); to surround Ho 
kong's unelected legislators with extraerdinary powers and 
privileges; to set up a censorship system aimed at obscent 
and “objectionable” publications and to: 
spensible for publishing “false: news” deemed likely to 





























































Phe. EA against Girne ] 
Bentley Eo, Rogerio Lam, Step 


that they had: >. 
Between F January. 1981 and 3 


shareholders of Carrian. Investmer 
Ltd. ... or creditors or potential ered 
itors of CIL... or any other comp 

related to CIL or Carrian Holding 
in which the defendants or any of. 
had a legal or beneficial interes 
false and mis eading statements a) 


and financial ntegrity of the said C 


The charge was supported by.“ 
culars" accusihg various of the d 


in peste Wet nce aged 0 





j ene financed ba a oan 
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punish thos 


“Most public worries about Thomas, however, ha 
centred around his apparent determination to acquire fort 
government vaguely defined il be 
inherited by the Special Administrative Region of Hong- 
kong, which the public is unwilling to believe will exercise 
the powers as humanely as do the present authorities. 

‘Over the past couple of years, Hoagkong’s private secto: 
has witnessed the swift departure of several business taip 
who had made too many errs 
still provides its employees 

like Thomas, are. om contractual terms. But 


powers. These, in 1997, wil 













rs of judgment. The civil serv 
with an iron rice bowl — evi 













profit on the deal in CIL's 1981 accounts. 
» Publishing a net 1981 profit, for CIL 
of HK$762.6 million. 

» Failing to disclose that by the end of 
1981, HK$773 million of CIL assets had 
been pledged as security for loans to 
Tan-controlled private companies. 

Carrian's history: 

1972. George Tan, then 41, arrives in 
age age He works as a site foreman 
fer the Eda group’s Chung Ching-man, 
and begins to deal in property on a small 
seale on his own account. 

ber 1979. A Tan-controlled 
private company buys a 52% stake in 
the publicly listed Mai Hon Invest- 
ments, using money borrowed from 
Bank Bumiputra Malaysia. Mai Hon's 
name is later changed to CIL. 

January 1980. Another Tan-control- 
led private company agrees to pay 
HK$998 million for Gammon House — 
now Bank of America Tower — in 
Hongkong's Central District. In April, 
Gammon House is sold into the publicly 
listed CIL, and in August sold again at 
HK$1.68 billion to the Lam brothers, 
members of the Hang Seng Bank's 
feunding family. The deal is not com- 

eted as planned; instead Gammon 
use is sold piecemeal by Tan. 

June 1981. CIL pays HK$191 million 
te Ayala Corp. of the Philippines for 
45.5% of the insurance group China 
Underwriters. In December it buys out 
Ayala’s remaining 48.8% holding. 

August 1981. The Carrian group to- 
gether with Hongkong Land lead a con- 
sertium which contracts to pay HK$2.8 
billion for a commercial property in 
Kowloon. The consortium is unwound 
feur years later. 

September 1981. CIL announces a 
three-stage transaction to. acquire a 
HK$780 million shipping fleet. 

December 1981. John Marshall, 
femerly senior partner of Carrian's 
audit firm, Price Waterhouse, ap- 
pointed group managing director. CIL 
announces the sale of a 17.7% stake in 
Hongkong's Union Bank for HK$481.6 
million, again to the Lams, yielding a 
claimed profit of HK$313 million — 
tÈ 2 the deal is never completed. 

rch 1982. Carrian publishes its 
1981 accounts, statements which sub- 
sequently form the basis of the charges 
brought against Tan and others. 

October 1982. "Temporary liquidity 
difficulties" are declared by CIL, mark- 
ing the start of a year-long rescue at- 


pem 

anuary 1983. Shares in publicly 
listed Carrian companies are sus- 
pended, never to be re-traded. 

September 1983. Hongkong police 
arrest Tan and Ho, and charge them 
with offences under the Companies 
Act. 

October 1983. The Hongkong Gov- 
ernment and bank creditors instigate 
winding-up proceedings against Carrian. 

February 1986. The High Court trial 
begins. — Robert Cottrell 








Cleared for take-off 


Privatisation will force JAL to smarten up its act 


By Nigel Holloway in Tokyo 
[eese will think twice before buy- 
ing any of the government's remaining 
48 million shares, or 34.5%, in Japan 
Air Lines (JAL), which are to be sold at 
the end of this year. The offer was 
cleared for take-off on 4 September 
when the Diet repealed the law by 
which the Transport Ministry had ad- 
ministered JAL since 1953. 

At the current share price, the gov- 
ernment will raise ¥734 billion (US$5.1 
billion). Purchasers will get a stake in 
one of the world’s least cost-efficient 
airlines, which employs 26 crew to fly 
from Tokyo to Los Angeles compared 
with 17 on United Airlines. According 
to Japanese newspapers, JAL's current 
profit in the year ending March 1988 will 
be about ¥20 billion, but even then, 
the p/e multiple is a mighty 107. 

he airline made a post-tax loss of 
¥6.3 billion in the previous 12 months, 
695 better than a year earlier, from 
operating revenue of € 779.1 billion. A 
dividend of 6% is predicted for 1987-88, 
the first for three years. 

The reduction of costs is JAL's top 
priority, but privatisation will, in one 
important respect, make life more ex- 
pensive by cutting off access to govern- 
ment guarantees that ensured rock-bot- 
tom interest rates. The company rec- 
kons that the cost of new borrowing 
will rise by up to ¥500 million a year. 
Capital spending in the four years to 
March 1991 is expected to total ¥878 
billion, of which 60% will be raised ex- 
ternally, but aircraft purchases will still 
be financed at er rates which are 
also available to other Japanese air- 
lines. 

Other changes brought by privatisa- 





tion are less clear-cut. The company is 
currently drafting a new set of articles of 
association which will give the manage- 
ment a freer hand to diversify into such 
areas as property development and pub- 
lishing. But the most important ques- 
tion concerns JAL’s future ties with the 
Transport Ministry. Under the old law, 
officials merely determined the size of 
the board and approved the company’s 
annual business plan, but in reality the 
relationship was even closer. The minis- 
try was involved in the selection of all 
the directors and in corporate strategy. 

For the record, Naoki Hirano, the 
director of the ministry’s Aviation In- 
dustries Division, says that JAL “will be 
treated exactly the same as other air- 
lines with regard to such things as air 
fares, routes and safety regulations.” In 
Japanese terms, that means the two 
sides will remain close but JAL will in 
future have to lobby harder in competi- 
tion with its rival, All-Nippon Airways 
(ANA), ranked seventh in the world in 
terms of passengers carried, 60% more 
than JAL. At least the latter has an as- 
tute former Transport Ministry official, 
Susumu Yamaji, as president. 

In theory, total divestment should 
strengthen the management’s ability to 
deal with JAL's toughest problem, 
labour relations. The former chairman, 
Junji Ito, appointed with the authority 
of Prime Minister Yasuhiro Nakasone, 
took up his post in late 1985 (following a 
JAL crash in which 520 people died) 
vowing to unite the airline’s four com- 
pany trade unions. The airline now has 
six unions. Ito resigned in March, ear- 
lier than expected, having trodden on 
the toes of just about everyone from the 
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transport minister down (REVIEW, 4 
Dec. '86). It is understood that Eishiro 
Saito, the chairman of Japan's main 
business federation, turned down a gov- 
ernment request to help find a successor. 

At the moment, JAL has 20,490 em- 
ployees, considerably less in relation to 
operating revenue than many foreign 
competitors, but 8095 more than ANA, 
whose operating revenue is only 39% 
less. JAL wants to reduce its ground 
staff by about 1,000, but far more im- 
portant is the need to cut its flight and 
cabin crews. This means dealing with 
five of the company's six unions. 

The firm is the only sizeable airline 
not to have declared its intention to buy 
the Boeing 747-400, which can fly longer 
distances non-stop and enables airlines to 
dispense with the flight engineer. This is 
noteworthy because JAL is the biggest 
purchaser of the jumbo jet, using one in 
11 of all such aircraft in operation, a 
reason why JAL ranks first in terms of 
international tonne-kilometres flown 
(the volume of passengers and cargo 
carried annually). 

It is no coincidence that some of 
JAL's flight engineers recently formed 
their own union. But the management is 
determined to introduce this new air- 
craft. It has already printed, but not 
published, photographs of the 747-400 
sporting JAL livery. 

The advantages of this new version 
of the jumbo are particularly important 
if JAL is to maintain its dominance on 
its most profitable routes (Japan to 
Europe), in which the company claims a 
40% market share. The use of this air- 
craft will enable airlines to fly non-stop 
on the so-called “Santa Claus" route, 
flying just off the north and east coast of 
the Soviet Union — saving on royalties 
which would have to be paid if planes 
used Soviet airspace. 


AL must smarten up its act because 

competition has intensified on both 
domestic and international routes since 
April 1985, more than five years earlier 
than the Transport Ministry had plan- 
ned. For allowing access to Nippon Car 
Airlines (NCA), formed by ANA and a 
shipping consortium, the US adminis- 
tration forced the Japanese Govern- 
ment to do a deal: three more US air- 
lines would serve Japan, while up to two 
more Japanese airlines (in addition to 
NCA) would be allowed to fly to the US. 

Previously, JAL had been the only 


StS 


scheduled international Japanese air- | 


line. ANA now flies to Guam, Washing- 
ton D.C., Los Angeles, Peking and 
Hongkong, and will soon fly to Sydney 
and probably Europe. The other signifi- 
cant carrier, Toa Domestic Airlines, 
now makes international charter flights. 

JAL has boosted its local operations. 
It now operates 17 domestic routes be- 
tween eight cities compared with only 
five cities two years ago. These flights 
now account for 30% of JAL’s airline 
revenue. It has a 21% share, and a loss- 
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When the world went travelling in 1986, Holiday Inn was 
their first choice as the right place to stay. In fact, last year we 
sold over 69 million room nights in over 1,642 Holiday Inns 
worldwide. More than any other hotel chain. 

Holiday Inn commands the prime location for business and 
leisure in every corner of Asia and The Pacific. And our guests 
keep choosing Holiday Inn because they find a consistent high 
standard of comfort and service, at truly affordable prices. 

The world keeps telling us why it comes to cur door and 
we'll keep on doing those things right. 

— — LOCATION « COMFORT « VALUE —— — 


The Worlds First Choice 


A otday Sw. 


ASIA © PACIFIC 


For further information and reservations: 


Contact your travel agent any Holiday Inn or our Regional Director of Sales, c/o Holiday Inn Asia- 


Pacific, TST PO Box 98468, 70 Mody Road, Kowloom Hong Kong. Tel: 3-7215161, Telex: 
HX 38670, Cable; INNVIEW, Fax: 3-695672 b 
29 Holiday Inn Hoteis in Asia-Pacific: Bangalore «Beijing * Bombay * Colombo + Guilin + 
Hong Kong * Islamabad + Jchor Bahru * Kanazawa * Karachi * Kuala Lumpur * Kuching * Kyoto 
* Manila * Nagasaki + Narita * Osaka * Penang * Phuket - Singapore * Surfers Paradise Australia 
* Sydney * Tokyo * Toyohashi * Yokohama 





making one at that, of a domestic airline 
market which is the third-busiest in the 
world. ANA's share is 5496. JAL, 
which has fewer sales outlets in Japan 
than its domestic competitors, is spend- 
ing *100 billion over the next four years 
on XY. its all-important com- 
puterised flight-booking system. 

The strongest reason for being op- 
timistic about JAL's prospects is that it 
should remain the biggest beneficiary of 
the surge in overseas travel by the Ja- 
peer. Only 4% of Japanese take a 
ereign holiday each year compared 


with 37% of that other (poorer) island 
nation, Britain. The high yen and more 
time spent away from work are chang- 
ing that. The number of foreign trips ex- 
ceeded 5 million last year and the gov- 


ernment believes that number will dou- 
ble within five years. It may prove an 


underestimation. In the first six months 
of 1987, the number of Japanese travel- 
lers totalled 3.08 million, 22% more 
than the same period last year. 

The main constraint on expansion is 
not the airlines themselves or the gov- 
ernment, but runway capacity. Osaka 
airport is the second most important Ja- 
pane gateway to the outside world, 

ut no planes are allowed to fly there 
between 9 p.m. and 7 a.m. A new air- 
port on reclaimed land will not be ready 
until the mid-1990s. And the second 
pus of Tokyo's Narita airport is being 

eld up by 12 households which refuse 
to move from the site. 

The high yen is a curse as well as a 
blessing for JAL. It cuts the price of 
aviation fuel and a B747 is now 24% 
cheaper than it was two years ago, but 
70% of the airline's costs are denomi- 


A buoyant blue chip? 


Taiwan’s Evergreen Marine goes public 


By Cari Goldstein in Taipei 


Rw shipping lines and industry 
analysts remain troubled by a host 
Of unanswered questions about the 
giant Evergreen Group, including 
where it obtained its seemingly bottom- 
less financial backing and how the car- 
ner managed the rapid expansion pro- 
gramme that has made it the largest con- 
tainer line in the world — all during a 
riod in which other lines were struggl- 
ing to keep afloat (REVIEW, 28 May). 

But Taiwan investors are clearly un- 
fazed by these question marks. With 
Evergreen Marine Corp. (EMC), the 
Taiwan-registered arm of the group, set 
to go public on 21 September, the offer- 
ing was the most oversubscribed ever on 
the Taiwan Stock Exchange (TSE). 

More than 410,000 applications were 
received during the 10-day public-offer- 
ing period which began on 6 August. 
With a set maximum of 5,000 shares for 
each applicant, just 8,200 individuals, 
or 2% a the hopefuls (all chosen by lot- 
tery) were able to buy into the com- 
pany's initial offering. 

The new issue involved a number of 
other superlatives. EMC would become 
tne third-largest company on the TSE, 
iis capitalisation of NT$8_ billion 
(US$265.8 million) iecur emnes only 
the state-owned China Steel Corp., 
which is not actively traded, and For- 
mosa Chemical and Fibre, part of the 
giant Formosa Plastics group. 

The company issued 41 million new 
shares — just over 5% of EMC’s total 
stock. The shares have a total face value 
of NT$410 million, or NT$10 each, but 
the offering price set by Evergreen and 
the lead underwriter, the United World 
Chinese Commercial Bank, was to be 
NT$35. At that price, the new offer- 
ing's initial market value of NT$1.44 


billion was the largest in TSE history. 

Based on the NT$35-a-share price, 
Evergreen offered investors a prospec- 
tive p/e ratio of 13.8. This is relatively 
cheap compared to the average 17-18 of 
most blue chips now on the TSE. The 
comparisons are of limited value, how- 
ever, as the others are mostly manufac- 
turing concerns. 

In any case, the favourable marke 


reaction to the new list- YAO MIN 


ing had little to do with 
fundamentals. The TSE 
has witnessed an unpre- 
cedented bull market 
that has lifted the weigh- 
ted price index from 
1,039 at the beginning of 
the year to 3,188.56 on 
12 September — an in- 
crease of 207%. 

Trading volumes have 
also shot up to unheard- 
of levels, as vast amounts 
of excess liquidity poured 
into the market — 
pushed by record-low 
local deposit rates of 
banks and pulled by the 
index's rapid advance. 
The TSE has only 133 
companies listed, counting Evergreen, 
and only about 30% of all listed firms’ 
outstanding shares are actively traded. 

Despite an effort by the TSE and the 
Securities and Exchange Commission to 
encourage new listings, Evergreen will 
i fe the third this year. 

nder these conditions, virtually 
any new listing is likely to be well re- 
ceived and analysts predicted that 
Evergreen, as a well-known and seem- 
ingly well-managed firm, would see a 
rapid run-up in its share price. 





nated in yen. It has also distorted air 
fares, because the Transport Ministry 
(which sets tariffs in Japan) has not 
passed on the full effect of the yen's ap- 
preciation to the consumer. Japanese 
airlines could not afford such genero- 
sity. It costs ¥330,800 to fly economy re- 
turn from Tokyo to Los Angeles, com- 
pared with *263,200 the other way 
round at the current exchange rates. 

To avoid paying for their tickets in 
Tokyo, many travellers buy tickets in 
places like Hongkong. But a far bigger 
problem is that half of JAL's business- 
and first-class passengers buy only a one- 
way ticket in Japan and purchase the re- 
turn ticket at their destination — perfect- 
ly legally. This is one reason why operat- 
ing revenue fell by 5.4% last year. The 
only answer is to cut costs in order to 
bring Japanese fares into line. 





The company prospectus, issued by 
EMC in preparation for the listing, pro- 
vided considerable new information, 
but also raised many new questions. 
One was how Evergreen group chair- 
man Hatsu Y. F. Chang managed to 
raise EMC's capitalisation from 
NT$400 million in 1982 to the current 
NT$8 billion. Of the NT$7.6 billion in- 
crease, only NT$715 million came from 
retained earnings. The rest came from 
outside sources. 

When queried, a company spokes- 
man would only say the funds came 
from Chang's *own resources." It could 
not be determined whether capital was 
transferred from Evergreen Interna- 
xmecowwnca ms tional, which is regis- 
tered in Panama, or 
from an entirely sepa- 
rate source. 

Certainly the picture 
| | presented by the com- 
: pony s books was a 
-| healthy one. EMC re- 

rted a net profit of 

T$957 million on reve- 
nues of NT$20.46 billion 
for 1986, compared to a 
net of NT$1.18 billion 
and revenues of NT$18 
billion the year before. 

With an improved 
world shipping market 
in 1987, particularly in 
the important trans- 
Pacific sector, Ever- 

reen was predicting a 
2.03 billion in net pro- 


rebound to 
fits on revenues of NT$23.31 billion. By 
the end of the second quarter, the firm 
had achieved 50% of its full-year pro- 
fits, according to unaudited results. 
EMC's long-term debt at end-1986 


was NT$11.6 billion, giving the com- 
pany a debt-to-equity ratio of 2.5. Al- 
though heavy, this was still a marked 
improvement from the previous year’s 
4.3. The main reason for the improve- 
ment was a two-step cash injection 
amounting to NT$2 billion in 1986. 
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Service with a smile. 


Corporate Electronic 
Hexagon. Worldwide, 24- hour 
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Managing yeur company “‘inances to their best 
advantage can be a complex matter. Every day, 
you face a world of possibilities, a world of 
decisions, each impacting on your profitable 
future. That future can be yours, today. With 
Hexagon, frem the HongkongBank group. 
Hexagon, your 24-hour window to the world, 
frees you from the restrictions of normal banking | 
hours. Now you can keep on top of the world's — 
FOREX, deposit and lending rates, stock 
information. and much more. 


No matter where you are, or what time of the — 
day or night it is, you can monitor your account - 
balances, trade positions and FOREX exposures. 
and, with a œw simple key strokes, use this 
information to update your position. Hexagon 
enables you to transfer funds around the world, 
open and settle letters of credit, place funds on 
deposit and :nvest on the stock market. 


In short, Hexagon allows you to control all of 
your financial deal:ngs in the complete security — 
of your own office. 1 
Hexagon is state-of-the-art corporate electronic y 
banking from the HongkongBank group, one of — 
the world’s major financial institutions, with 

over 1,300 offices in 55 countries. 

To find out more about Hexagon, and how it can 
help your company, contact the Hexagon centre — 
at your nearest branch of the HongkongBank  __ 
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Puts the power cf the bank 
in your hands. 
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HongkongBank 


The Hongkeng and Shanghai Banking Corporation 
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Marine Midland Bank * Hang Seng Bank 
The British Bask of the Middle East + HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardiey * James Capel * CM & M 
Equator Bank 


Carlingferd and Gibbs Insurance Groups 
Concord Leasiag 
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CONSOLIDATED ASSETS AT 3: DECEMBER 1986 
EXCEED US$91 BILLION. 
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FIND PEACE & TRANQUILITY 
IN THE HEART OF BANGKOK. 


When the pressures of business in 
Bangkok get too much, escape to the 
sanctuary of the Hilton International. 

Here, in 8% acres of beautifully 
landscaped park, excellent recreational 
facilities combine with superb service 
and accommodation to create an oasis 
in the heart of the city. 

Add to this a comprehensive range 
of business amenities and you have 
the very best of all worlds only a short 
stroll from everything that Bangkok 
has to offer. 


For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service. 





HILTON INTERNATIONAL 


BANGKOK 
AT NAI LERT PARK 











WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


Oe every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment tO mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 
WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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Rabobank. Your partner 


for business 
withthe Netherlands. 


Rabobank Nederland, with 
offices in Singapore, Hong Kong and 
Jakarta, provides a personal service 
to companies with trade relations in 
the Netherlands. 


Rabobank is an “AAA”-rated 
Dutch cooperative banking 
institution with total assets of 
U.S. $ 65 billion. It ranks among the 
largest banks in the world. 


Rabobank - with 2300 offices in 
the Netherlands - derives its strength 
mainly from its dominant position in 
the domestic market, especially in 
Dutch agriculture and agribusiness. 


Rabobantk’s deep involvement in 
these particular sectors of the 
Netherlands - the world’s second 
largest agricultural exporter - 
provides a sound knowledge of inter- 
national financing. 


So. when considering a bank to 


| to the Netherl o 
ie here in the world, "hi E | | Rembrandt country is Rabobank country. The country where traditions of 
consider Rabobank y excellence continue to flourish. 





Member of the Unico Banking G roup. Singapore Branch Hong Kong Representative Jakarta Representative 
50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 
Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 
Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 — Telex: 80556 Telephone: + 62215781271/2 
Telex: 42479 Telex: 47534 


Rabobank 


Rembrandt country is Rabobank country. 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. Telex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-BANK Frankfurt. 


Museum Mauritshuis, The Hague 







tary systems — main y having to do with 
the rolling stock and its components, 
such as propulsion, braking and control 
and signalling systems. 

USTTG will face tough competition, f 
especially in the area of rolling-stock f 
manufacturing. Companies from Japan, | 
West Germany, Canada, France and | 
Britain all offer more advanced en- 


PROJECTS 


Traffic relief in sight 
Taipei will soon open bidding for an ambitious subway project 
By Jonathan Moore in Taipei | 


n an attempt to provide frustrated 
Taipei commuters with an efficient al- 
ternative to their city's nightmarish traf- 
fic congestion, Taipei is preparing to in- 
stall a 70-km modern subway system. 
But with bidding by foreign suppliers of 
subway technology about to begin, 
Taiwan is finding itself torn between 
wanting to choose er from a range of 
available systems and honouring its 
"Buy-American" policy. 
roundbreaking is expected in 
November, with the project scheduled 
for completion in three phases by 1999, 
At NT$240 billion (US$8 billion), the 


tem — a conventional, heavy-rail sub- 
way, capable of moving 30,000 passen- 
gers per direction per hour. Its compo- 
nents can be provided by several com- 
panies, thus offering the possibility that 
up to nine or 10 different firms could 
have a hand in supplying parts and 
equipment. Tenders for the -‘MRT are 
expected to be called in early 1988. 

DoRTS would prefer to open the 
bidding to vigorous competition from 
all comers. But the central government 
will have the power of final approval 
over who gets to bid for the. various 
parts of the project. 


ginoering than companies in the US for 
uilding subway cars. 

Pau! Lai, DoRTS' chief engineer 
was sceptical about the suitability of US 
technology to the project's require- 
ments. *Our system should be similar to 
the dg a qs and Singapore experi- 
ences. Like those cities, Í 


Hongkong's system was built mainly by 


British firms and Singapore used tech- 


nology from Kawasaki among other 
firms. 
Lai also said thc package USTTG 


aipei is a tight, - 
highly populated area. We will draw on . 
those models.” He pointed out that 


ns to bid on as a unit will actual- 
y be divided into three or more 
separate bids, tnus eliminating the 
chance for USTTG to submit a uni- 
fied bid. But the formation of the 
USTTG consortium is largely aim- 
ed at gaining support for its bid 
from the US Government, rather 
than at creating a technological ad- 
vantage. | 

Benjamin Chi, director-general | 
of DoRTS, said: "They might use |. 
Washington to try to influence | 
Taipei, but I will try my best to use — 
our money very carefully — for | 
American products or any others. | 
I want the best deal for my govern- | 
ment." m 
Meanwhile, in the field of | 
suppliers of MCT aie: - "i 
jects, the bidding US firm, i 


subway is the largest of Taiwan's 14 cur- 
rent projects to improve infrastructure, 
and represents one of the country's 
most ambitious engineering efforts to 
date. 

The subway will also be Taiwan's 
most publicly visible project, as it will 
directly affect the lives of 5 million 
Taipei residents. Foreign firms vying for 
the chance to supply technology are al- 
ready involved in competitive squabbl- 
ing. 

The outcome, though, appears to 
favour US companies for two reasons. 
First, the US Government has the 
political clout to influence Taiwan's 
treatment of US companies' bids. In ad- 
dition, the Taiwan Government has an 
incentive to give bids by US companies 
preferential treatment, because it wants 
to reduce its trade surplus with the US 


PLANNED TAIPEI METROPOLITAN 


— its most important trading partner. 
Latest projections put Taiwan's trade 
surplus with the US as high as US$16 
billion for 1987. 

The Department of Rapid Transit 
Systems (DoRTS), established in Feb- 
ruary to oversee the project for the vari- 
ous interested agencies at city, provin- 
cial and federal levels, will open the bid- 
ding for part of the system in the next 
month or so. How the bidding will take 
shape remains unclear, but the 
technologies to be used in the system 
provide some clues. 

One of the system's four lines will be 
built as a medium-capacity transit 
(MCT) system, a light-rail train net- 
work which can carry about 15,000 

assengers in- each direction every 
our. 

Typically, MCT systems, such as 
those used at some airports, are custom- 
at as entire packages that can be 
produced by only one firm as a turnkey 
pe The bidding on the MCT is to 

gin by the end of this month or early 
October, according to DoRTS. 

The other three lines will be in the 
form of a mass rapid-transit (MRT) sys- 
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It is widely expected that some of the 
bids will be available only to US com- 
nies, or that criteria wil! be set so that 
IS firms will still be awarded contracts 
even if their bids are more expensive. 
The preferential treatment could affect 
gone for both the MRT and MCT 
ines. 


i; the bidding for supplying the MRT 
lines, several competing US firms 
have won official approval, plus some 
funding from the US Government, to 
bid as a unit. | 

The group, headed by Westinghouse 
and General Electric and calling it- 
self the United States- Taiwan Transit 
Group (USTTG), contends that its vari- 
ous members will produce complemen- 


use, seems more equipped to 
compe 


and VAL of France, two pr - 
tive competitors in this field. 
MCT contract is estimated to be 
worth betweer US$500 million 
and US$1 billion. 


age (DoRTS would not say how much) 


will go to local contractors for civil- 


engineering work, and some of the 


MRT's nine or 10 separate contracts - 


are bound to go to other foreign sup- 


pliers. Spread over 10 years, the re- f. 


mainder is not likely to have a tremend- 
ous impact on the US-Taiwan trade im- 
balance, especially if it continues to 
grow, 

Under current proposals, financin 
for the system will come from the fed- 
eral budget (40%), the provincial 
budget (10.5%) anc the city (29.576). 


The remaining 20% :s to be financed by — 


a special tax which is being outlined by 
the Ministry of Finance, according to 
DoRTS officials. Oo 


a5 83 


te on its own merits with - 
systems built by Hitachi of Japan |. 


. US firms cannot hope to secure 
aree sev AN portions of the multi-billion — 
dollar project. A substantial percent- - 
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kets are approaching 
P s combibed. Capibili- 
| sation of US$150 bil- 
lion and, as a group, 
| now rank in the mid- 
B ss dle echelons of world 
. markets. Only 18 months ago the same 
_ five markets — Hongkong, Singapore, 
. Malaysia, the Philippines and Thailand 
. — boasted a collective worth of US$60 
. billion. 

Recovering economies and immense 
. global liquidity are the major factors be- 
r the overall 150% advance in these 
— markets, but cyclical factors are begin- 
. ming to force their way into the equa- 
tion. This is the result of instinct and 
— legic rather than fundamental disillu- 
| sionment, as the markets have done 
everything to justify the faith shown in 
them by growing legions of investors 
| from around the world, producing 
| steady, and in some cases staggering, 
 €orporate-earnings increases, while 
- East Asian economies have pros- 
. pered. 
— The question is whether the markets, 
_ Which have risen three-, four- and five- 
. feld over the past two years, have run 
| ahead of themselves, and whether 
prices now ruling are realistically anti- 
 e&ipating futue earnings, or simply a con- 
| sequence of liquidity running riot. 

= Advocates of the booming Tokyo 
market constantly attempt to persuade 
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| "ghe subject of earnings multiples in 
| S the Singapore stockmarket has be- 
| come a delicate one, and brokers con- 
| cede that discussions with clients on the 
|. value of the market are seldom steered 
. along this line. With an average p/e ratio 
— jn excess of 40, this situation is hardly 
. surprising. The one remaining justifica- 
| tion for this high rating would seem to 
he a favourable comparison with 
. Tokyo, where the average p/e remains 
im the upper 60s. 

| For those unimpressed by compari- 
| sons with values in a market whose dif- 
|. ferences are far more apparent than its 
| similarities, the liquidity argument 
| eomes into play. The weight of money 
| contemplating and actively seeking in- 
| westments in Southeast Asian markets 
renders traditional measurements of 
value redundant, according to this view, 
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East Asia's booming bourses rise to risky levels 


In the danger zone 


| By John Mulcahy in Hongkong, Singapore, Malaysia, Thailand and the Philippines 


sceptics that Japanese investors have a 
different understanding of value, and 
that a price/earnings (p/e) ratio of 60 or 
70 in Tokyo is not necessarily high in re- 
lation to a multiple of 20 in New York. 

Now, as p/e ratios in Malaysia and 
Singapore test the stratosphere, bullish 
investors in these markets would have 
doubters believe that they are actually 
offering good value when compared to 


ASIA'S EMERGING MARKETS 


The price of sophistication 


and the sophistication of the Singapore 
market, at least in counterpoint to Ma- 
laysia or Thailand, justifies its rating. 

The fundamental rationale for pre- 
vailing prices on the Stock Exchange of 
Singapore (SES) appears to be predi- 
cated on the view that the economic re- 
vival, after 1985's short and sharp reces- 
sion, has been underestimated, and that 
the country can look forward to a re- 
sumption of strong economic growth 
and corporate earnings. Sceptics, how- 
ever, are concerned that the short dura- 
tion of the recession will not have pro- 
vided the base for a sustained advance, 
and the shake-out in prices, while signi- 
ficant, did not take its full course. 

At the end of November 1985, with 
the Straits Times industrial index at 692, 
a glance across various sectors shows 
that Singapore Land was at S$2.26 


REVIEWDIAGRAM by Andy Tang and hoe Kwong 


Japan. “It has become fashionable to 
gauge world markets by Tokyo stand- 
ards," says an international stockbroker 
in Singapore, though he quickly con- 
cedes that such a comparison does not 
bear too close an examination. It is im- 
possible to rationalise a price equivalent 
to 56 times prospective earnings for a 
staid and conservative bank — yet this is 
the rating attached to Malayan Bank- 
ing. 

The reality is that several of the 
smaller markets, notably Malaysia and 
Singapore, and to some extent Hong- 
kong, have reached levels that only two 
years ago would have been regarded as 
sheer fantasy. Accepting current prices 
requires a re-evaluation of established 
precepts or at least a suppression of bet- 
ter judgment. To predict further ad- 
vances of anything but modest propor- 
tions would involve entering the twilight 
world of equity investment. 

Although the weight-of-funds argu- 
ment, which suggests markets have 
risen simply because of demand and the 
lack of an alternative, appears fatuous, 
it has been true for smaller Asian mar- 
kets. 

Foreign institutional investors have 
been unwinding their positions in the 
Tokyo market for more than a year, and 
the spillover into other Asian markets, 
especially Hongkong, Malaysia and 
Singapore, has been an important influ- 
ence. Collectively, Hongkong, Singa- 
pore, Malaysia, the Philippines and 


(US$1.07), Development Bank of 
Singapore (DBS) at S$5.70, Haw Par at 
S$1.92 and Singapore Airlines (SIA) at 
S$5. By the second week in September 
this year, with the index above 1,460, 
Singapore Land was trading at S$8.20, 
DBS at S$16.90, Haw Par at S$6.50 and 
SIA at $$14.90. 


ven at its nadir, when the Straits 

Times industrial index dipped 
below 600 during January 1986, the Sin- 
gapore market was trading on an aver- 
age p/e of almost 20, made all the more 
remarkable as the outlook for corporate 
earnings was bleak at that time, with a 
prospective multiple of 25. It was not 
until February/March of 1986 that the 
Singapore market came to be viewed as 
a gown rospect, attracting hordes of 
US and European institutional invest- 
ors anxious to find value and variety for 
their huge cash resources. 

For the early entrants, profits have 
Im ic es 
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Thailand account for about 5% of 
Tokyo's market capitalisation, which at 
US$2.76 billion surpassed Wall Street's 
earlier this year. 

Among the smaller markets, the 
Philippines has become a hostage to po- 
litical machination and Thailand is, in 
effect, sold out for foreigners, though 
prices still offer good value to Thais and 
those foreigners able to slip in under the 
foreign-shareholding limit. Bangkok 
and Manila have not benefited directly 
from the Japanese sell-off, mainly be- 
cause they are too small to absorb the 
weight of money. 


ommodity prices, widely viewed to 

be on the brink of a major upswing, 
are a two-edged sword for East Asian 
economies. A revival in the markets for 
soft and hard commodities bodes well 
for oil, mineral, palm oil and rubber 
producers, but it is likely to be accom- 
panied by a resurgence of inflation in 
the developed world. 

Given higher interest rates, the infla- 
tion surge would create a crack in the 
major equity markets. This could ini- 
tially be itive for Asian stockmar- 
kets, but if sustained and pronounced it 
is inconceivable that the emerging mar- 
kets would escape the fall-out. 

Interest in emerging markets in re- 
cent years has been unprecedented, 
helped by a spillover of enthusiasm 
from booming markets in the US, Bri- 
tain and Japan, and prodded by mul- 
tilateral agencies such as the World 
Bank's International Finance Corp. 
(IFC), which has been actively promot- 
ing the benefits of equity investment in 
preference to increased borrowings. 
Country funds, a concept initiated and 
supported by the IFC, have served to 
heighten the awareness of emerging 
markets among sophisticated investors 
in Europe and North America. 

Asian funds launched in recent years 


been impressive, and in many cases 
have been realised. But activity on the 
SES remains strong, indicating a pre- 
ponderance of short-term trading and a 
measure of switching from the more rec- 
ognised blue chips into second- and 
third-line stocks that appear to have 
been overlooked earlier. Bulls of the 
Singapore market point to the upward 
spiral in first-grade office rentals, 
though this phenomenon is largely 
centred in the environs of the downtown 
OUB Centre, the site of the SES' new 
trading hall. 

. The strong recovery in some seg- 
ments of the commercial-property mar- 
ket has also been characterised $ de- 
mand from existing tenants seeking big- 
ger or better premises, at the expense of 
older, less-luxurious buildings. Take-up 
by newcomers to Singapore has been 
minimal, as new foreign capital over the 
past 18 months has been targeted 
primarily at the manufacturing sector. 
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Malaysia tries again: page 86 
Risk in Manila: page 86 


Hongkong's explosion: page 87 
Thai market boom: page 88 
Foreigners' corner: page 89 


include the Bangkok Fund. the Thai- 
land Fund, the Malaysia Fund and sev- 
eral other funds offering investments in 
inaccessible markets, such as South 
Korea and Taiwan. Private-sector fund- 
management groups have attached 
themselves to these coa:-tails and have 
launched emerging-market and venture 
funds, creating, as a result, a barrage of 
information on investment in smaller 
markets. 

Capital profits have been enormous, 
and to lock those in some of the earlier 
institutional investors have started to 










































Even as existing participants, foreign 
end local, express corfidence in the 
medium-term outlook, and brokers re- 
port net foreign buying into the SES, 
new money from abroac is scarce. Mea- 
sures introduced after the Pan Electric— 
inspired market slump had the im- 
mediate effect of enhancing corporate- 
carnings prospects, through a reduction 
in employer contributions to the Cen- 
tral Provident Fund (the national retire- 
ment fund) and a reduction in the cor- 
porate-tax rate. 


Pu due to these changes, and be- 
cause of generally cautious forecast- 
ing by analysts for last year (and for the 
current year), results have exceeded ex- 


reduce their exposure to some of the 
markets. The incidence of strategic pro- 
fit-taking is more a trickle than a tor- 
rent, but the language of some markets 
is already changing. 

The Philippines, whose stockmarket 
had already lost a good deal of steam be- 
fore last month's coup attempt, is again 
being described as a specialist's market, 
a euphemism for extreme risk. Long- 
time afficionados are likely to see it 
through, but the Philippines has little 
hope of attracting significant new in- 
vestment while the political crisis lin- 
gers. 

In some cases the extent and speed of 
the surge in share prices has created un- 
certainty. In Singapore for instance, the 
Straits Times Industrial Index shot 
through 1,500 in July, leaving analysts 
spellbound. They had been expecting 
the market to take another six months 
to reach such levels. Meanwhile, invest- 
ors, stuck for an intelligent interpreta- 
tion of what should happen next, did 
what they always do when uncertain — 
they sold. 

is bemusement with the monster 


of rising markets has shown itself 


throughout Asia. In Hongkong, indi- 
viduals switched huge volumes of funds 
out of savings and deposit accounts into 
unit trusts in the belief that the bull run 
could not end. In Thailand, the surge 
drew attention to the stockmarket’s lack 


of p. pero 
e spotlight that has been focused 
on smaller Asian markets in recent 
years has introduced to those countries 
an unprecedented array of investors and 


capital. This :nfatuation will last as long 


as the markets keep producing the 
levels of growth seen over the past two 
to three years. At this stage, the pros- 

cts for doubling and trebling prices 
rom current levels appear remote. 
With few exceptions these markets have 
now entered high-risk territory. o 





pectations. This provides some support 
for the argument that prospective earn- 
ings multiples through to 1988 are con- 
siderably lower than historic averages. 
How low they are is a matter of opinion, 
as accounting standards are by no 
means uniform, and the bottom line for 
one property company is not always 
comparable with that of another. 

For the time being, professional in- 
vestors in Singapore are prepared to 
argue that present prices are justified, 
but seem curiously reluctant to suggest a 
higher level to which the market should 
aspire. While an index of 1,500 was seen 
six months ago as a daring enough target 
for this year, once that level was 
reached it became difficult to contend 
persuasively that an even higher mile- 
stone was conceivable. Without the con- 
viction that such a movement is plausi- 
ble, logic dictates that a significant pull- 
back is needed before the market will 
again offer real value. — John Mulcahy 





Malaysia tries to 
market itself again 


| Malaysia is once 

il CUT again making an ef- 

Re, "- fort to market the 
E" 4 merits of the Kuala 
à e | Lumpur Stock Ex- 
= 4*  |change (KLSE), be- 

: rq lieving that the diver- 

Go Y ^ M sity of its economy is a 
magnet for foreign investors and sur- 
passes the attractions of nearby Singa- 


re. 

It is this diversity, offering tradi- 
tional Southeast Asian trading and fi- 
nancial stocks as well as mining and ag- 
ricultural shares, which could give some 
strength to the market, offsetting prob- 
able weakness in areas such as property 
and finance. 

The KLSE is also determined to sell 
the idea of investment to greater num- 
bers of Malaysians. Current thinking is 
intrigued by the notion of a million ordi- 
nary folk each committing a modest 
M$5,000 (US$1,994) to equity invest- 
ment, thereby mobilising an additional 
MSS billion in risk capital. Improved 
breadth and depth to the market are un- 
doubtedly respectable objectives, but a 








far more important target must be the 
restoration of a reputation for probity. 

Serious economic difficulties, stem- 
ming from the collapse in prices for Ma- 
laysia's main primary commodities — 
tin, rubber and palm oil — had by 1985 
left the country in a far more desperate 
position than Singapore. It has also 
been slower coming out of recession. 
But with the tin market restored to a 
semblance of stability and rising prices 
for rubber and palm oil, the outlook for 
the economy has improved greatly. 

Fall-out from the Pan-Electric In- 
dustries saga, which destroyed much 
of the stockbroking community, still 
clouds the atmosphere surrounding the 
KLSE. But moves to restructure the 
broking community could go a long way 
towards clearing the air. The need to get 
to grips with the procedural aspects of 
equity trading remains the key to Kuala 
Lumpur's inability to wrest a greater 
share of dealing from Singapore, which 
constantly records a higher turnover 
than KLSE, even though a significant 
majority of stocks on both exchanges 
are Malaysian. 


Manila's real risk — 
and surreal profits 


nvestment in the Philippine stock- 
market, a prime example of the huge 
rewards associated with extreme risk, 
has approached the surreal since last 
year's people's power revolution. The 
market increased nine-fold to its July 
peak, and even conservatively managed 
portfolios have enjoyed staggering capi- 
tal growth. 
ut the risks in the equation have 
new surfaced. Last month’s military 





coup attempt provided the catalyst for a 
crack in the market that had been loom- 
ing for some time. 

On 26 February last year, the day 
after former cr ien Ferdinand Mar- 
cos fled, the Manila Stock Exchange 
composite index stood at 148. Just 17 
months later, in July this year, the index 
touched 1,338. But the extent and speed 
of the movement rendered the market 
vulnerable. 

A nationwide transport 
strike in August prompted 
by a government-imposed 
increase in the price of pet- 
rol set the scene for a ma- 
jor correction. Government 
vacillation and weakness, 
leading eventually to the 
reversal of the price rises, 
shook investor confidence 
in the competence of 
the Aquino administration. 
And in Manila's rumour- 
obsessed coffee-shop so- 
ciety where facts tend to 
converge with conjecture, 
a statement purported to 
have been made by a sena- 
tor, suggesting that the 
transaction tax should 
be raised to 2% from 


Of 290 companies listed on the 
KLSE, 62 are foreign (54 of those are 
Singapore-based) and an overwhelming 
majority of companies boasting an in- 
dustrial classification are, in fact, prop- 
erty companies, or at least heavily influ- 
enced by property exposure. The ex- 
change is now encouraging manufactur- 
ers to seek listings, and also wants the 
agricultural sector to increase its rep- 
resentation. 

It is the agricultural sector which has 
caught the imagination of US and Euro- 
pean fund managers. The emphasis has 
been on palm oil and its fortunes have 
been somewhat volatile lately. After 
peaking at M$810 a tonne in February, 
the crude palm-oil (CPO) price has ho- 
vered around M$750 since then, slip- 
ping to M$720 this month. Although off 
its highs, the CPO price is still well 
above the average break-even point, es- 
timated at about M$550 a tonne, and 
the M$600 level of January last year. 
Competition in the vegetable-oil mar- 
kets is fierce. The US soyabean industry 
has launched a vicious campaign against 
palm oil on the grounds that there is a 
dangerously high level of cholesterol in 
the Asian oil. 

While represented only indirectly in 
the stockmarket, the recovery in rubber 
prices, to M$2.75 a kg from M$1.75a kg 
since January last year — a direct result 


0.2595, further unsettled the market. 
Within two weeks of the coup at- 
tempt, the index had fallen below 900, 
more than 30% off its peak, and amid 
continuing political uncertainty short- 
term traders, domestic and foreign, 
scarpered. Longer-term investors, 
though less panicked by the coup at- 
tempt, will be looking for evidence of 
political will to restore stability. 

On the face of it, companies in the 
Philippines offer exceptional value, 
with front-rankers such as San Miguel 
Corp., gei Long Distance Tele- 
phone (PLDT) and the better mining 
companies, including Atlas Consoli- 
dated, Philex Mining and Benguet Ex- 
ploration, back to tempting levels, in 
some cases up to 35% below their 
peaks. In November 1985, San Miguel 
B shares were trading at about P16 (78 
US cents), PLDT at 240 and Philex B 
at P0.15. On 8 September, when the 
Manila Stock Exchange experienced its 
biggest one-day decline in 40 years, San 
Miguel B closed at P200, PLDT at 
P 572.50 and Philex B at P0.57. 

These prices, even though they stand 
at significant multiples of Marcos-era 
levels, underestimate earnings pros- 
pects for 1988 and 1989. 

Before considering the merits of in- 
dividual companies, however, investors 
will have to be convinced that President 
Aquino has devised a workable political 
system and moved some way towards 
mending the often fractious partnership 
with the military establishment. 
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of the AIDS-induced surge in demand 
for condoms — has been of benefit to 
Malaysia's rural economy because the 
bulk of rubber production is in the 
hands of individual farmers. 

The Malaysian economy is set to 
grow at a rate of at least 4% this year 
and prospects are good for improve- 
ments in soft commodity prices. Whe- 
ther these advances will be enough to 
justify the past 12 months substantial 
gains in the stockmarket remains ques- 
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Just as vital, according to economists 
and bankers in the Philippines, are the 
radical and visionary economic policy 
shifts which are béedcd to capitalise on 
existing resources. The notion that the 
country is or could be competitive in 
areas such as electronics and textiles is 
now being questioned, as superficially 
low labour costs disguise poor produc- 
tivity in the manufacturing sector. 

In the agricultural sector, where real 
progress could be made with little pain, 
the Philippines has allowed itself to be 
driven by production. By switching to a 
market-driven policy with an emphasis 
on high-value crops, the country could 
release the potential it undoubtedly has 
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tionable, especially as oversupply con- 
tinues to dog the residential and com- 
mercial-property markets, a key factor 
in the performance of most industrial/ 
commercial stocks. 

After a low of 1,062 last year, the 
New Straits Times Industrial Index is 
now above 2,160 — a rise of more than 
100% in little more tham a year. The 
average p/e is more than 45. At these 
levels the market appears overheated 
and opportunities for growth are likely 
to emerge only selective- 
ly among existing stocks, or 
through an expansion of the 
market base. 

An obstacle to the use of 
the stockmarket for raising 
capital, or indeed for cash- 
ing in on a booming market, 
is the government-imposed 
aim of ensuring that 30% of 
all publicly listed shares 
in Malaysia are in bumipu- 
tra (Malay and other in- 
digenous inhabitants’) hands 
by 1990. Family-controlled 
companies, regardless of 
their suitability for the 
stock exchange, are reluc- 
tant to accede to a system 
that could well force them 
ultimately to relinquish con- 
trol. ü 





to develop a powerful agrarian base. 

Economic growth this year is expect- 
ed to exceed 5%, fuelled primarily by 
private consumption, and some pick-up 
in manufacturing output has already oc- 
curred, though excess capacity is so 
large that there is little evidence of new 
fixed investment. 

Foreign investment, such as it is, has 
been partly attributable to debt-equity 
swaps, which some observers have 
Gescribed as "forced" commitments. 
Others are less cynical, arguing that 
ways can be found to trade out of posi- 
tions derived from debt, albeit at a dis- 
count, and a decision to invest this capi- 
tal remained a voluntary one. 

A broker in Manila, 
pointing to the sharp slide in 
prices since the July peak, 
argues that the Philippine 
stockmarket is offering bet- 
ter value than any other 
emerging counterpart. “I 
see no difficulty in a 25% 
rise across the board by 
November," he says, “pro- 
vided this coup thing is re- 
solved." 

The existence of this 
"coup thing" is precisely the 
risk for which investors seek 
unusually high returns. But 
these may not be available 
until the market has given 
up more of the gains en- 
joyed since February last 
year. a 









Export explosion 
fuels Hongkong 


TE biggest of East Asia's emerging 
markets, Hongkong, has also been 















for supremacy over investors’ hearts 
and munds. 
Fuelled b 





an immense boom in ex- 
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scaled unimagined heights in a little 
over three years. 

During July 1984 the Hang Sen 
Index touched 790, ending that mon 
at 800.15. By the end of the second 
week of September this year, the index 
had reached 3,660.5, an advance of 
363% in three years. Turnover has 
exploded, with international stockbrok- 
ers and fund managers eagerly mopping 
up anything politically wary locals were 
prepased to offer. Turnover on 11 Sep- 
tember was HK$2.65 billion (US$339.7 
milliom), compared with HK$3.57 bil- 
lion for the whole of September 1984. 

As the Hongkong market has swept 
through previously defined psychologi- 
cal ba-riers and chart-resistance levels, 
professional market observers have be- 
come Jefensive about prices. More ag- 
gressive analysts have offered bizarre 
predictions of a Hang Seng Index reach- 
ing 5.000 ard even 10,000, but then 
failed o identify a time horizon. 

For the time being, the continued 
streng-h of the export boom is enough 
to allay any doubts about current share 
prices. though economic bottlenecks 
are beginning to appear. Widespread 































costs in the construction, textile, cloth- 
ing ard jewellery-manufacturing sec- 
tors amd may curb growth in these areas. 












terest being expressed in the market, 
but pocential entrants face a difficult de- 
cision. The margin for capital growth 


so is limited by most estimates to 25%. 
Histor cally, such growth would be re- 







gardec as good value, but the massive | - 


gains ef recent years have made it look 
pedestrian. 

Hoagkong's rating appears humble 
when compared to its neighbours, 
Tokya, Singapore | and Malaysia, 
thoug? in line with New York and Lon- 
don. Its average p/e multiple is 17-20 — 
at the ower end if the latest interim re- 
sults ere included in the calculation. 
Lookimg ahead to next year, prospec- 
tive earnings are in the 15-17 range. 
rag year ago analysts, nervous about 
the Hang Seng’s rapid advance, were ar- 
guing that the average p/e of about 13 at 
that time was excessive for a market so 
















one © the most volatile. Its frantically 
expanding economy has waged a con- — 
stant struggle with political sentiment — 


ports and aided by a concrete, if ambi- 


Britain and China on the tiny territory's - 
future after 1997, the stockmarket has 


labour shortages are likely to force up 
There is still some new foreign in- |- 


from current levels over the next yearor | 
















. | fraught with political uncertainty. 





e case for a continuing bull market 


- assumes profit growth in a range of 20- 


25%. That would require steady growth 
in export earnings which would, in turn, 
be dependent on reasonable expansion 
in the economies of Hongkong's major 
trading partners: the US, Europe, 
Japan and China. Lending support to 
that argument has been an influx of di- 
rect foreign investment, primarily from 
Japan, Australia and the Us. 

A less he. factor has been 
the gradual unwinding of long-standing 
portfolios by foreign and domestic in- 
Stitutional investors in a bid to book 


profits earned from the three-year | 


surge. The institutional profit-taking 
has been absorbed, largely by the scores 
of unit-trust funds that have prolifer- 
ated in Hongkong over the past two 
ars. 
Traditionally the sleepy repository 
fer surplus cash held by expatriates, unit 


trusts have taken hold among the local 
Chinese, who are keen to participate in 
the booming stockmarket, but are 
either too busy or simply disinclined 





te manage their own investments. 

The rash of managed funds has pit- 
ted existing investment companies 
against a myriad of newcomers, and 
competition for business has increas- 
ingly extended risk limits in an effort to 
improve performance. Coinciding with 
this willingness to take on riskier invest- 
ments has been a growing propensity to 
use Maximum gearing, on the assump- 
tion that investment returns will more 
than compensate for borrowing costs. 

Sudden and substantial redemptions 
would create havoc for these funds and 
fer the market. Forced selling to satisfy 
unit-holders and to cover debt was the 
ingredient that characterised Hong- 
kong's 1973 crash, when commercial 
banks began calling in margins and trad- 
ing overdrafts. 

This new dimension to the Hong- 
‘kong market is shifting control of its des- 
tiny from professional investors to the 
notoriously impressionable public. The 
latter-day equivalent of the taxi drivers 
and amahs, the emerging power of the 
unit-trust holders marks the passing of 
the Hongkong market into the final 
stages of its latest bull phase. Oo 






The game of the rules 


M? regulation, in the view of 
participants, should be a step or 
two behind the players. Pre-emptive 
regulation stifles innovation and entre- 
preneurship, and according to this 
philosophy, makes for inefficient mar- 
kets. East Asia's emerging markets, 
with the exception of Singapore, wit- 
tingly or not, appear to concur. 
Singapore is the one market in the 
region where operators dare not budge 
without the green light from the au- 
thorities. In Hongkong, where balloon- 
ing turnover on the stockmarket has 
been accompanied by a flurry of new 
stockbrokers, fund managers and cor- 







Mild to Euro 







| Thailand has redis- 
* | covered the wonders 
of rising share prices 
in the past 18 months 


h ENS pas m i 
E ZA after emerging from a 
| bear market that was 


Pg e | beginning to appear 
D». 7 ^ Xa structural. However, 
the painful memories of the 1979 crash, 
which came less than four years after the 
birth of share trading in the country, still 
linger. 

Foreign investors, captivated by the 
value inherent in many Asian markets, 
have led the plunge into Thai stocks, 
taking the Stock Exchange of Thailand 
(SET) Index to 207.2 by the end of last 
year, against 134.95 a year earlier. 
Since then, the SET has soared to 378, 
representing a 180% advance in 20 
months. 

By comparison, the SET's earlier 
peak, in 1979, was 260, and annual clos- 
ing levels in the seven years from 1979- 
85 ranged from a low of 106.62 (1981) to 
a high of 149.4 (1979). For more than 
half of its tender 12-year existence the 
SET has been in a downtrend, which 
explains the reticence local investors in- 
itially displayed towards the bull mar- 
ket. 






Curiously, it was a sudden, short- 
lived and unsuccessful - attempt in 
September 1985 which awakened world 
interest in Thailand. The patently 
undervalued stockmarket, combined 
with the belief that the suppression of 
the revolt would restore political stabil- 
ity, caught the eye of risk-takers. 

Two years on, as memories of the 
tanks rolling through Bangkok’s 
streets fade, international interest 
in Thailand’s investment opo 
ties have been heightened by the launch 
of several country funds. The first was 
the Bangkok Fund, in 1985, and the 
latest the Thailand Fund, which was 


porate-finance practitioners, the over- 
taxed office of the Securities Commis- 
sioner has had little alternative but to 
act in the wake of events. Often 
maligned, Hongkong's regulators have 
been forced to contend with market ac- 
tivity commonly five to 10 times the 
daily average of two years ago, but with 
an unchanged staff complement. 
Frequent signs of insider dealing — 
extraordinary price rises in anticipation 
of deals — appear to receive little atten- 
tion, or if they do, yield inconclusive re- 
sults. Applications for new unit trusts, 
another mushrooming. segment of the 
market providing headaches for Hong- 


Thai market boom 
encourages new listings 


offered in New York last December. 

Modest prospective p/e multiples, 
averaging 12-13, dramatically increased 
tourist arrivals, falling interest rates, a 
surge in direct foreign investment in the 
manufacturing sector and a booming 
clothing sector should combiné to give 
Thailand a GDP growth rate of at least 
5% a year until 1990. 

A feature of the Thai market is the 
ceiling placed on foreign ownership of 
public companies. Most market leaders 
have already reached their ceilings, 
which commonly range from 25-30%. 
In some cases, usually the companies 
with major multinational shareholders, 
the limits have been stretched to 50% 
and higher. 

The most important effect of this 
supply squeeze has been to create a pre- 
mium on the foreign-registered compo- 
nent of the share register, a fact now for- 
mally recognised by the introduction of 
a separate trading board for these hold- 
ings. Another phenomenon, restricted 
to the steel-nerved, is foreign ownership 
through the proxy of street names, or 
Thai-registered nominees. 

New listings in the pipeline — at least 
six and possibly as many as 20 — as well 
as capital-raising exercises by most Thai 
banks, should help alleviate the suppl 
squeeze. Led by Bangkok Bank, whic 
is planning to double its capital base in 
due course, the Thai banks, now the hot 
sector, are expanding their equity to 
take advantage of growing loan de- 
mand, and as a defensive measure 
against stricter capital-adequacy re- 
quirements. But foreign investors could 
still become frustrated at the lack 
of depth in the market and pull out. 
More likely, however, is an expansion 
of the market base, as companies take 
advantage of an investment mood that 
shows no inclination to change, de- 
spite the market'srapidadvance. . 
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kong's regulators, are subject to delays 
which impatient managers find intolera- 
ble. 

Corporate-finance experts warn that 
the Hongkong Government's failure to 
recognise the importance of increased 
market vigilance could spawn a series of 
crises and scandals of an unprecedented 
scale. In the aftermath of Hongkong's 
last boom and bust, the incidence of 
fraud was so common that in 1984 At- 
torney-General Michael Thomas wel- 
comed delegates to a seminar on the 
subject with the words: "Welcome to 
Hongkong, the home of commercial 
crime." 

Malaysia, whose experience of fraud 
and stockmarket-related crime in recent 
years has been unrivalled in Asia, ap- 


Foreigners' corner 


By Paul Handley in Bangkok 





pears no more determined to apply ef- 
fective preventive measures during the 
current bull market. 

Although the country has introduced 
a code on takeovers and mergers, mar- 
ket regulation rests with a variety of dis- 
parate bodies, including the Foreign In- 
vestment Committee (FIC), the Capital 


Issues Committee (CIC), the Registrar | 


of Companies and the Kuala Lumpur 
Stock Exchange (KLSE) 

While insider trading is illegal, no ef- 
fective means of policing the market 
exists and proposals for an independent 
regulatory body have found little sup- 
port. 

One school of opinion rejects the 
idea because it would require a monu- 


mental restructuring of the bureaucracy | been extreme. 
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in order to bring together the powers 
now exercised by the FIC, the CIC, the 
company registrar and the KLSE. 
Another dismisses the notion as un- 
workable, because such a body would 
have to be outside the political domain. 
“That ts unthinkable in Malaysia,” Says 
a Kuala Lumpur broker. 

Thailand, which clearly has the poli- 
tical will to ensure an orderly market, 
has displayed its naivete by characteris- 
ing virtually every upward leg of a cycle 
as the work of manipulators and insider 
traders, without offering a shred of evi- 
dence. The creation of a new board for 


_forewn shareholdings will serve to 


clarify where the buying pressure is 
sourced, and why it has occasionally 





1,550 (US$60.31) a share, compared to the main board’s high 
and closing price of Baht 1,507. 
Three transactions were completed on the second day, 


with Saha Union shares oes Say Baht 430, compared with 


the main board's high of Baht 


. Bangkok Bank, which was 


T rading on Bangkok's brand-new farang (foreigner) board 
should make it easier for overseas share buyers to 
find willing foreign sellers when the maximum permitted 
farang shareholding in Thai companies has been reached. 
Brokers say the regular posting of farang-board prices 
alongside those of the main section will save time and effort 
now spent in calling Bangkok's 30-odd brokers in order to set 
up à deal. 

The market has become necessary because a i in- 
terests have soaked up large numbers of blue-chip shares, 
pushing roughly 20 listings to, or near to, the maximum 
foreign holding. 

Trades on the new board, which must be made in 10 or 
more board lots, have been few. But there has been enough 
activity to show the premium the farang board will place on 
prices. On the opening day, 9 September, in the sole transac- 
tion, 1,000 shares of Siam Cement exchanged hands at Baht 
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more actively traded by foreigners, went for Baht 365-369, 
agsinst the main board's rsnge of Baht 357-367. A similar 
pattern emerged on subsequent trading days. 

The new system has not completely eliminated foreign 
trading problems. Brokers say it is still possible that overseas 
buyers might find the completion of the transaction blocked 
by a sudden upward s in the cumulative fo 
shareholding in the counter, putting it over the limit. But 
dealing on the farang board reduces this risk and speeds up 
transactions. 

Unlike the main section, the farang board has no set limits 
for single-session price swings, and officials say none are 
planned (prices struck on the new board will not be included 
in the bourse’s index). This might encourage a more lively 
market, but brokers say they expect most foreign institutions 
to centinue holding onto stocks while local investors set the 
day-to-day tone. ü 
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| The shrinking surplus 


| Supply shortfall boosts world prices of rubber 


gs 
| ByNick Seaward in Kuala Lumpur 


| ^ met increases in demand for 
wA natural rubber have pushed world 
prices to their highest level in four 
| years, enabling the International Natu- 
| ral Rubber Organisation (Inro) to 
- Offload some of its buffer stock onto the 
» market for the first time. 

. Market sources suggest that Inro has 
sold at least 10,000 tonnes of rubber in 
the New York and Singapore markets 
| snce the first week of September. 
_ Further sales can be expected as long as 
. the Inro five-day moving average com- 
_ posite price remains above the “may 

. sell” composite trigger price. 
| | Inro sales, however, have hardly 
| made a dent in the total stockpile, which 
| is estimated at 368,000 tonnes. But one 
| London commodity broker said that the 
| mere fact that sales from the stockpile 
| had taken place was a victory for the 
commodity agreement. “It is entirely 
| fortuitous," he told the REVIEW, “but 
|t on stockpile has worked extremely 
| The sales have not had a depressing 
| effect on world prices either. The Inro 
| moving average price — which is a com- 
| posite of the prices of the RSS (ribbed 
| oked sheet) One and Three and TSR 
| iechnically specified) 20 grades in the 
| East Asian, London and New York 
if markets — fell only briefly below the 
| 232 “Malaysian/Singaporean” cents 
| (nro uses the mean value of the two 
| eurrencies) cents a kg trigger point as a 
| result of the buffer stock sale. By 15 


| September, the moving average 
| price had recovered to 32.21 M/S 
J. cents. 


| Rubber traders expect the firm 
| prices to continue at least until 24 Oc- 
j tober, when the current International 
. Natural Rubber Agreement (Inra) ex- 
pires. At the last Inro council meeting, 
| tf was decided that in the interim period 
| between the expiry of Inra I and the 
| start of Inra II some time towards the 
end of next year, the organisation's sec- 
_ getariat in Kuala Lumpur should be 
| funded through the sale of 2,000 tonnes 
€f rubber a month from the buffer 
stock. Apart from those sales, however, 
| Hinro will not be in the market after the 
| expiry of Inra I. 
VES rekkers are divided as to the under- 
| tying causes for the improvement in the 
4 = price, which has jumped from M$1.93 
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! 
; 
| US cents) a kg at the end of the first 
| quarter this year to M$2.50 on 16 Sep- 
.| tember for the standard Malaysian ru 
j ber (SMR) 20 grade (TSR and SMR 20 
| are increasingly being used as a ben- 
_ | ehmark instead of RSS One). However, 


all are agreed that there has been a 





 AIDS-engendered boom in “dippe 


shortage of physical rubber since June 
but no one is quite sure why. 

According to one view, unseasonal 
early morning rain in Thailand and Ma- 
laysia has hampered tapping, while 
drought has affected rubber trees in In- 
donesia. Between them, the three coun- 
tries accounted for more than 7595 of 
the 4.4 million tonnes of natural rubber 
produced in the world last year, so 
any disturbance of normal production 
would have a noticeable effect on the 
market. 

This explanation would seem to be a 
little too convenient in the light of the 
fact that production during the first half 
of this year was high enough to compen- 
sate for any temporary disruption dur- 
ing the third quarter. The latest Malay- 
sian production figures for the first 


RUBBER RECOVERY 


(SMR 20 rubber on Malaysian Rubber Exchange) 


(M cents a kg) 





RE VIEWGRAPH by Flicky Hu 


seven months of this year, for instance, 
show that output was up 4% from the 
same period in 1986 to 886,203 tonnes 
and stocks were 8.5% higher at 166,634 
tonnes. Moreover, total Thai exports 
this bv are expected to be 8% up at 
820,000 tonnes. 


T chairman of the Malaysian Rub- 
ber Exchange and Licensing Board, 
Datuk Ahmad Sabki Jahidin, believes 
that the heavy rainfall is only partially 
responsible for the scarcity of physical 
rubber. He told the REVIEW that the 
continued strong demand for liquid 
latex concentrate was reducing material 
EM for the production of dry rub- 
er, 

It appears that the — 
rubber products" ts condoms and rub- 
ber examination gloves are euphemisti- 
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cally known in the trade) might at last 
be taking place. 

However, industry analysts warn 
against expecting too much from the 
AIDS-latex equation. Merrill Lynch 
points out that it takes a lot of condoms 
to account for the same amount of rub- 
ber as one set of earthmover tyres. It 
says that total dipped products con- 
sumed a little over 90,000 tonnes of rub- 
ber last year. Latex consumption as a 
whole is forecast to rise by 10.496 to 
342,100 tonnes this year but this is only 
7.6% of the total market for natural 
rubber. 

The London-based Andrew Weir 
Commodities reports that the shortage 
in physical rubber became apparent in 
June, when increased demand from 
Japan led to short-covering in Thailand 
— traditionally Japan's major supplier 
of RSS Three, which is still favoured by 
the tyre manufacturers there. This 
spilled over to Malaysia, which ex- 
perienced increased demand for its 
technically specified SMR 10 and 20 
grades. | 

This increase in demand from Japan 
has been followed by similar increases 
from South Korea, Tai- 
wan and China. South 
Korea has been Malaysia’s 
biggest market so far this 
year, taking 86,000 tonnes 
conog the first seven 
months. 

Meanwhile, China’s pro- 
duction has been ect- 
ed by drought and in the 
first half of this year it 
is reported to have im- 
ported about 70,000 tonnes 
from Malaysia and 55,000 
tonnes from Thailand — 
sharply up from last year’s 
levels. 

The East Asian markets’ 
movements seem to have 
been followed more re- 
cently by a correspond- 
ing increase in demand 
from the West. In particu- 
lar, the major tyre manufacturers 
appear to have finished destocking and 
are now actively looking to replenish 
vois inventories fo RSS One and SMR 


The attitude of the tyre manufactur- 
ers could prove crucial to the long-term 
strength of the natural-rubber market as 
cars and trucks account for about half 
the annual world consumption of the 
commodity. 

There are some traders who are now 
going so far as to say that demand has al- 
ready caught up with supply — some 
two to three years earlier than envis- 
aged. Since 1983, supply and demand 
have been nearing equilibrium, with a 


| cumulative oversupply of only 59,000 


tonnes over that period. It would need 
only a marginal drop in production or an 
increase in demand to wipe out that 
surplus this year. — 
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Growth opportunities worldwide : 


PRIVATE BANKING 
WITH A SWISS OPTION 


N ow American Express Bank (Switzerland) AG 
offers you the security, convenience and con- 
fidentiality of a private account in Switzerland - 
with important additional benefits. 

To start with, you have your choice of a full 
spectrum of global banking services: accounts in 
Swiss francs or other major currencies, investment 
advisory and asset management services, foreign 
exchange, precious metals. And all are provided 
with American Express Bank's traditional commit- 
ment to excellence. 


Utmost discretion 


Secondly, your personal Account Officer at our 
Zurich or Geneva offices is fully committed to 
handling your affairs swiftly, accurately and with 
utmost discretion. He coordinates American 
Express Bank’s worldwide facilities (99 offices in 
43 countries) on your behalf, supported by one of 
today’s most advanced telecommunications and 
computer networks. 

Our private banking clients enjoy still another 
exceptional advantage: access to the worldwide 
investment opportunities available through the 





TOS, 


American Express family of companies — offering 
you many additional ways to protect and increase 
your assets. 

Finally, we not only meet your private banking 
needs; we also provide the broad range of personal 
services so valuable to the international chent. 
These include American Express Bank Gold Card? 
privileges and our exclusive rounc-the-clock 
Premier Services)" for the personal and basiness 
travel needs of certain clients. 


Your persona! objectives 
As you see, our concept of private banking is truly 
exceptional in many ways. We'd be pleased to give 
you full details on how American Express Bank can 
help you reach your objectwes. Contact us today. 
In Hong Kong, telephone 5-844 06 88; in Singapore, 
22-025 11. 


American Express Bank Ltd. ta wholly-owned subsidiary 
of American Express Company. which bas assets of more 
than USS99 billion and shareholders’ equity in excess of 
USSS.7 billion. 
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Exceptional service in private banking 








An American Express company 


“We need 


a computer 
that grows 
with us 
.. painlessly.”; 









NCR Computers 


Our incremental architecture lets you add power without disruption. 


Is a 24-hour a day job. You 
cant afford the disruptions 
usually caused by com- 
puter growth. 


Disruptions like: 

_] Installing replacement 
hardware and operat- 
ing systems 

[ ] Putting up with 
computer downtime 

L] Retraining staff 

[ ] Building new facilities 

L] Recompiling 
applications 








Managing business growth 


A growing business can't 
stop and wait for its 
computer to catch up. 


That's why NCR designed 
incremental architecture. 
Simply stated, it lets you 
add computer power by 
the slice. And you can 
add that power at a frac- 
tion of the cost of tradi- 
tional system conversion. 
Often while your existing 


programs continue to run. 


NCR makes it possible 








with multiple, indepen- 
dent application process- 
ors and I/O processors. 
To increase computer 
performance you simply 
add the appropriate 
processor. 


Incremental architecture. 
It's part of NCR's 
new-generation attitude 
towards computer per- 
formance. For more 
information contact 

your NCR representative 
or distributor today. 


Computer performance 
where and when vou need it. 


NCR Offices: Australia, Fiji, Hoag Kong, Japan, Macau, Malaysia, New Zealand, Philippines, Singapore, Sri Lanka, Taiwan. 
NCR Distributors: Bhutan, India, Indonesia, Korea, Nepal, New Caledonia, Solomon Islands, Tahiti, Thailand, Vanuatu. 








| A Regal International Hotel 


One of the World's 


Best Airport Hotels... at the 


Crossroads of Asia. 





Regal Meridien Airport Hotel Hong Kong 
Wherever one travels in Asia, a stopover or a stay in 
Hong Kong is very often on the itinerary. 

And what could be more convenient ... or more 
rewarding than a stay at one of Asia's most popular 
hotels ... the Regal Meridien Airport Hotel. 

With direct access to Kai Tak Airport by an air- 
conditioned walkway, the hotel provides a 
comprehensive range of services and facilities for the 
international traveller. 

e Convenient location — just minutes from Tsim Sha 
[sui, Hong Kong's favourite bargain shopping 
district. 

è Attentive, caring staff to make your stay as 
comfortable as possible. 

e 389 luxurious rooms with direct flight information. 

Palate-tempting restaurants, providing European, 

Chinese and South-East Asian cuisine. Three bars 

for relaxing and entertaining in ... 

e A complete Business Centre with convenient telex 
and fax facilities. Offices and conference rooms for 
rent and a special ChinaTraders Centre for the 
businessman with on-going or potential business 
opportunities in the PRC. 


For reservations contact: the hotel direct, your 
travel agent, any airline office, Meridien Hotels or 
Meridien reservations offices worldwide. 





Se Po Road, Kowloon, Hong Kong 
Kowloon City, P.O. Box 89561 

Tet: 37180833 Telex: 40950 HOMRA HX 
SITA-HKGRAAF  T-FAX (852) 3-799233 








LEES airmail anywhere in the world. 


You Could Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Far Eastern Econo- 
mic Review has long been recognized by leading busi- 
ness executives throughout the world as the most 
authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 





Small Investment . . . Handsome Dividends 

Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, Hong Kong. 


Please enter my one year subscription (12 issues) for 
the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern 
Economic Review. Or, please charge my credit card 
(tick one): 
American Express [1] 
MasterCard L 


(Please print in block letters) 


Diners Club O 
Visa O 


Card No: 
Exp. Date: 
Signature: 
Name: 
Address: 


Annual subscription rates: HK$2,575 US$330 


puer: Es. quem — 


ALILA IL. 


sio n will work for you. - SR i 
Prope ee fiie, pec fiancee wae 
guarantees, foreign exchange services including swap arrangements, E 
then call us. Eo 

It's not just our job to solve your financial needs creatively, it's E 
why we're here. 





We create financial fetures. 
The Long-Term Credit Bank of Japan, Lid. 


Head Office & Internatienal Banking Group: Otemachi, Tokyo, Japan Tel 211-5111 Telex: J24308 Lond 
Deque Branch: 18 King William Street, London EC4N 7BR, U.K. Tel: 623-9511 Telex: 885305 New York Brar 
$ LH 140 Broadway, New York, NY. 10005, U.S.A. Tel: (212) 248-2000 Telex: 425722 Los Angeles Agenoy: 444 10 













Flower Street, Suite 3700, Los Angeles, California 90071, U.S.A. Tel: 279629577 Hong Kong Branen: asin rie 
Far East Finance Centre, 15 Harcourt Road, Hong Kong Tel: 5-285670 Telex: 76295 Singapore Branch: 65 Chi 
Street, #32-01, OCBC Centre, Singapore 0104, Singapore Tel: 919633 Telex: 23813 E 
Mensis Gat Bahrain, Toronto, Chicago, Dallas, Mexico City, Panama, São Paulo, Rio de Janeiro, E 
ai, Guangzhou, Seoul, Bangkok, Kuala Lumpur, Jakarta, Sydney, Melbourne E 
ey usto Now Yon LCS Alta Hong Kong) CB Merchant Bari KES Peai aa Zurich 
LTCB Trust Co. York), LTCB Asia pad. Mong Kong ATOR Maschen! Bani DO LM Dore 
NES Bud F LTCB Australia Ltd. (Sydney) " 3s; EP a 
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Worldwide Fans 


CFM56 engines enjoy international 
acclaim. After millions of hours of 
experience, the CFM56-2 and -3 
are in a class by themselves for 
high reliability, outstanding dura- 
bility, and low operating costs. As 
a result, the -3 has rapidly become 
a best seller in the world of high 
bypass turbofans. 


The CFM56-5 is a high perform- 
ance derivative of this outstanding 
engine family. It will provide the 
lowest-risk, lowest-cost power 


available for its applications. 


With all.this, aircraft like the A320, 
A340, 737-300, 737-400, 737-500, 
and DC-8 Super 70 can rely on 

the CFM56 family for power that 
fits perfectly. No wonder we have 


so many fans around the world. 
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TECHNOLOGY 


Too clever by half 


Smart card projects point to need for international standards 


By Bob Johnstone in Tokyo 


que a piece of plastic the size of a 
credit card, make a hole in it, pop in 
a micro-processor and some memory, 
and what you have is a smart card. Ex- 
perts say that by the mid-1990s, smart 
cards will have grown into a multi-bil- 
lion-dollar industry. 

But not everybody agrees on what 
they will be used for. Each of the coun- 
tries most involved with smart cards — 
France, the US and Japan — has a dif- 
ferent idea. Confusingly, each country 
has also developed different standards 
for its cards. 

Smart cards are attractive because, 
one no bigger than the cards most 
people carry in their wallets, they can do 
much more. Plugged into a card reader 
— a terminal which provides electric 
power and connections to the outside 
world —a smart card is capable of a var- 
iety of functions. Its memory enables it 
tostore up to 100 times more in- 
formation than a conventional 
card’s magnetic strip and its 
micro-processor can make ac- 
cess to that information com- 
pletely secure, by requiring the 
cardholder to imput a secret 
number. 

The French, who invented 
smart cards, see them as a re- 
placement for personal cheques, 
a cashless method of paying for 
telephone calls and a means 
of gaining access to tele- 

hone-based services. French 

anks plan to issue 16 million 
smart cartes bancaires over the 
next three years, and the government 
is backing the initiative by insisting 
that all retailers install card readers by 
1990. A similar drive is under way to 
convert public telephones for smart- 
card use. 

The US is interested in smart cards as 
a way of reducing credit-card fraud. US 
card companies, which lost US$167 mil- 
lion through fraud in 1985, believe 
smart cards could eliminate such crimes 
because they require a customer to 
identify himself before authorising a 
transaction. 

For the past two years, MasterCard 
has been running two large-scale smart- 
card experiments in the US. They have 
reportedly been successful, but Master- 
Card is still dithering over whether to in- 
troduce smart cards on a wider scale. Its 
rival, Visa, has no major experimen 
under way, though it seems likely that 
it will follow MasterCard's lead. 

The Japanese do not use cheques 
and are not much bothered by fraud. 
Nevertheless, they are convinced that 
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smart cards must be useful for some- 
thirg, hence the 40-odd smart card-re- 
lated projects currently under way in 
M eem Most are being run bv banks, but 
a of other organisations including 
government ministries, hospitals, ga- 
rages and clubs are also involved, The 
Electronics Industries Association of 
Japan predicts the market for smart 
cards will grow from US$19 million to 
US$2 billion by 1995. 

Part of the reason for UScompanies' 
caution has been the expense involved. 
A conventional magnetic-strip card 
costs less than US$1 to make, but even 
when mass-produced, smart cards can 
cost US$10 or more. The Japanese have 
compounded this cost probiem by opt- 


ing for a more expensive type of chip. 
The French and the Americans both use 








erasable, 
memories (Eproms), with typical capact- 
ties of a thousand characters or less. Hos- 
ever, the way the chip is used prevents 


programmable read-only 


erasure so that once the memory becomes 
full, the cards have to be thrown away. 

The Japanese favour Eproms that 
can be electrically erased and reused. 
They also feel that, for flexibility of ap- 
plication, they need 64 kilobits of mem- 
orv — enough to store up to 8,000 
characters. This takes two chips, which 
is undesirable because it makes cards 
more expensive and easier to break. 
Samples of single-chip 64-Kbit Eproms 
will not be ready for a year. 

Japanese 64-Kbit cards currently 
cost more than US$30 to make. For 
smart cards to be a success, mass pro- 
duction will have to reduce this to less 
than US$7. But the Japanese do not see 
cost as the main problem. Their chief 
concern appears to be deciding on the 
merits and uses of such cards. 

Initially, Japanese banks saw shop- 





ing as the main use for smart cards. 
ey complement the banks' existing 
services and can be used after-hours or 
on holidays. Of the dozen or so experi- 
ments of this type, the most ambitious is 
the two-year Mirai project. 

The Mole is sponsored by Japan's 
largest bank, Dai-Ichi Kangyo, and in- 
volves seven others. All are linked in a 
communications network organised 
Fujltsu. Cards have been issued to 1, 
businessmen for use at more than 60 
shops in central Tokyo and to 500 
housewives in one residential area for 
use at a local supermarket. 

Next month, Sanwa Bank, Japan's 
fifth-largest, is starting a project which 
involves 86 companies and is designed 
to demonstrate the usefulness of a mul- 
tifunction card. Five credit-card com- 
panies, including JCB, Japan's biggest, 
are backing the project. 

In addition to credit, cash and debit 
functions, Sanwa's card will enable 
some of its 1,500 holders to do catalo 
shopping at their place of work. And, if 
thev stay at the Toyo Hotel in Osaka, it 
will enable them to check in automati- 
cally and will remember, for future 


visits, such details as which news- 
paper they like to read in the 
morning. 


mart cards are also increas- 
ingly being used in Japan as a 
convenient way for storing infor- 
mation. Under a nationwide 
scheme sponsored by the Minis- 
try of Health and Welfare, some 
40 hospitals are experimenting 
with smart cards which store pa- 
tients’ medical records. e 
cards guarantee privacy by re- 
quiring both the doctor and pa- 
tient to input passwords before 
divulging information. 

The steady increase in such projects 
has helped establish a growing con- 
sensus in favour of smart cards. But at 
the moment, no two projects use the 
same software. The next step will be to 
draw up smart-card standards. This 
should not present many problems in 
Japan. 

Outside Japan, the story is different. 
The International Standards Organisa- 
tion committees assigned to hammer 
out standards for smart cards appear to 
have reached an impasse. A major 
problem is that the French, as leaders in 
this field, believe that their specifica- 
tions should be adopted. 

This is unacceptable to the Japanese, 
one reason being that the French propo- 
sal for combined cash/debit/credit cards 
would necessitate major modifications 
to all Japan's tens of thousands of au- 
tomatic-teller machines. But interna- 
tional standards are vital, if smart credit 
cards issued in one country are to work 
in another. Ultimately, observers say, 
credit-card giants MasterCard and Visa 
are likely to have a decisive say on which 
standards are adopted. 
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| TRANSPORT | 
.| We'll go it alone 


Malaysia plans to lessen its dependence on Singapore's port 


By Michael Westlake in Kuala Lumpur 


A major debate is under way in Ma- 
laysia to find ways of consolidating 


and moni use of the country’s ports to 


cut down the amount of foreign trade 
which now goes via Singapore. 

The island republic, with the huge 
advantage to shipping lines of its 
strategic location at the tip of the Malay 


Peninsula, now handles an estimated 


20-3096 of all Malaysian inbound and 
outbound trade. Precise figures are 
hard to obtain because of the lack of a 
single coherent set of data, though this 
will change as statistical systems con- 
tinue to be modernised. 

Of this 20-30%, only some 5-6% is 
cargo to or from Singapore itself, with 
the rest being re-exported or re- 
imported. And basic defensive moves, 
such as the M$100 (US$39.87) toll 
charged on every lorry crossing the 
Causeway from Malaysia to Singapore 
— à charge which is merely a penalty for 
not using a Malaysian port, and which 
involves no service in exchange — have 
failed to stem the flow. 

Malaysia declared its intention of be- 
coming a maritime nation in the mid- 
1970s, but only with the setting up of a 
National Shipping Council and the com- 
missioning of a National Ports Study 
and a National Transport Study this 
year have concrete steps been taken to 
set priorities and to define policy goals. 

Part of the motive for wanting to re- 
duce Singapore's role is ree — 
naturally, no nation would be happy 
with another country having a 
stranglehold on large amounts of its 
trade. But because of Singapore's effi- 
ciency as a port, Malaysia's wish for 

reater self-sufficiency in trade ma 
ave to be tempered by practical consid- 
erations. 

Malaysia at present has eight major 
and nine minor ports, roughly evenly 
split between the peninsula and East 
Malaysia. But in some cases, ports have 
sprung up more because of local and na- 

onal interests than economic logic, 
and part of the purpose of the ports 
study is to help maximise natural spe- 
cialist roles for some of them, and to 
avoid mutually destructive competition 
for cargoes and ship calls. 

On the peninsula, the major port of 
Kuantan on the eastern coast handles 
large amounts of palm oil and timber 
from its own hinterland and timber from 
East Malaysia via feeder ships. A plan 
to develop container trade has been de- 
layed by lack of volume, and further 
growth is hindered because there is no 
rail service to the east coast area. 

The peninsula's minor ports of 


Langkawi, where there is a free-trade 
zone, Lumut, Malacca and Teluk 
Ramunia depend on feeding the major 
ports of Penang, Port Klang and Johor, 
mostly by feeder ships because Malay- 
sia's inland infrastructure cannot cope 
with overland cargo movement, accord- 
ing to shipping sources. 

The railway, which runs the length of 
the country along the western side, is 
mostly single-track, and a large amount 
of it needs replacing — as does much of 
its rolling stock. The north-south high- 
way has yet to be completed and exist- 
ing roads are clogged with traffic, thus 
slowing cargo flows. 

According to a Port Klang shipping 
official, only 1-2% of freight moves 
within Malaysia by feeder ships, less 
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A this is a sensitive issue. 
at some shippers would like to 
see is a more uniform cost structure for 
all Malaysian ports, plus more efficient 
overland container movements being 
opened up to other carriers, as well as 
sea-feeder traffic being opened up to 
foreign carriers. Others are keen to see 
Port Klang developed into the load 
centre for the whole peninsula, a stra- 
tegy to avoid Malaysian ports being re- 
legated to merely feeding Singapore. 
With the trend in container shipping 
towards giant ships making relatively 
few port calls on fast routes, making 
more than one call on the Malay Penin- 
sula is an inefficient use of such a ship. 
At present, shipping sources said, in- 
termediate-distance carriers — for in- 
stance, plying between Japan and Aus- 
tralia — call at both Port Klang and 
Penang to load or discharge Malaysian 
cargo. 
ut long-haul carriers, operating be- 
tween Europe and Asia, will tend to call 
only at Singapore, with cargo for other 
nearby ports then being carried by 
feeder lines to Bangkok, Penang and 






MALAYSIA'S CONTAINER TRAFFIC 


(In 1000 TEU's, based on 1985 volumes) 


PENANG | 


than 10% by rail and the rest by road. 
But these figures were disputed by other 
shipping experts, who said the sea- 
feeder figure was far higher and that the 
sea element was essential. 

Adding to the problem of domestic 
cargo movements, as far as costs are 
concerned, is the fact that container- 
haulage by road is restricted to three 
Malaysian contractors, and by sea to 
Malaysian feeder lines — even if the sea 
sector is part of an international ship- 
ment. If plans to develop ports into spe- 
cialist-cargo handlers are put into ef- 
fect, the sea element may have to be 
opened up to foreign carriers if 
true cost efficiency is the goal, 
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REVIEWMAP by Barny Lee 
Klang. And it is retaining and develop- 
ing further ship-calls to Malaysian ports 
which must lie at the heart of any plan to 
develop those ports. 

Requests by the REVIEW for inter- 
views with officials involved in the Na- 
tional Ports Plan were unsuccessful — 
the plan is due to be completed in 
November, and sources said no infor- 
mation would be made available until 
then. But from other sources enough in- 
formation was supplied to put together 
a picture of what the final plan is. 

According to the sources, the plan's 
primary objectives are to promote di- 
rect shipping services to Malaysian 
ports, to reduce transport costs for Ma- 
laysia's imports and exports, to avoid 
duplication or under-use of port 
facilities and to increase port efficiency. 
Secondary objectives are to increase use 
of Malaysian-flag shipping and to pro- 

















mote regional growth within Malaysia. 
Using 1985 figures to illustrate each 


option, the "status quo" case would 
mean Penang handling 16,000 20-ft 
equivalent units (TEUs) i in direct trade 
to and from foreign ports, and handling 
88,000 TEUS via sea-feeder lines to and 
from Singapore. Klang would handle 
172,000 TEUS direct and 73,000 TEUs 
seaborne via Singapore, and a further 
126,000 TEUs would move through 
Singapore via overland transport. 


ingapore would thus continue to 

handle 287,000 TEUs, or 60% of 
Malaysia s |475,000-TEU container 
trade. The leakage of foreign exchange 
in transport costs would thus continue 
unabated, and the estimated total trans- 

ort-system costs for the major group- 
ings of palm oil, rubber, sawn timber 
and containers would be M$704.2 mil- 
lion. This cost excludes port operations 
and handling charges for all groups, and 
omits overseas transport costs for con- 
tainers. 

The second option is to develop 
more direct calls by vessels to Penang 
and Klang, turning both ports into load 
centres for their regional hinterlands to 
give Penang 104,000 TEUs and Klang 
245,000 TEUS of direct container flows 
and cutting out the sea-feeder traffic. 





This would leave Singapore only with | 


the 126,000-TEU overland flow, and 
would reduce total transport-system 
costs to M$637.8 million. 

The third and fifth alternatives, as 
outlined, involve making Klang the load 
centre for the whole peninsula, reduc- 
ing overseas ship calls to Klang alone 
and sending Penang’s contribution of 
104,000 TEUs via Klang by sea-feeder 
line or overland. Both still involve 
126,000 TEUs moving overland via 
Singapore, and produce total transport- 
system costs of M$683.5 million anc 
M$710 million respectively. 

The fourth option would also deve- 
lop Klang as a load centre, handling 
349,000 TEUs direct, which would 
again include Penang’s 104,000 TEUs 
via sea-feeder lines. But in this case 
Johor would be promoted as the south- 
ern load centre, to handle directly the 
126,000 TEUs now going via Singapore 
thus cutting Singapore out of Malaysia's 
container trade altogether. This gives à 
total transport-system cost of M$660.5 
million. 

The sixth and last option is designec 
to shift containers to ports on specific 
trade routes. In this case, both Klang 
and Johor would become load centres 
Penang would send 88,000 TEUs via 
Port Klang and 16,000 TEUS via Johor 
both domestic sectors being overland 
Port Klang would handle 404,000 TEUs 
directly and send 37,000 TEUSs via 
Johor, also overland. Johor, in turn 
would handle 71,000 TEUS directly be- 
tween Malaysia and North America 
and would divert 107,000 TEUs over- 





land to Port Klang. Oo 


FAR FACTERN ECONOMIC REVIFW e 74 SEPTEMBER 1887 


ee -—————»— 


Saitama Bank. 


A sound banking system matched to new hanking needs. 


Trade financing? Syndicated loans? Internationa! securities? 
In these and other areas of international tanking Saitama Bank 
has established its capability anc credibility worldwide. For over 
40 years we've built our solid base and saund barking system in 
the Tokyo metropolitan area, Japan's vigorous economic center 

Saitama Bank is fast-growing and forward-looking: Change- 
oriented.Positive. And assertive — as seen in our electronic 
banking technology. Grow together with Saitama Bank — sound, 
experienced and flexible in matching its services to new 
banking needs 


The Japanese bank that helps you grow 


SAITAMA HANK 


*iead Office: Tokiwa, Urawa. Salame P 


® Tokyo Wen Office, International — Headquarters: 1-2-6, Muromachi N-»mbasf uo-ku, Toky 
2B! 1 SAIG 3768 AK JIN ELK 3A GIN 


p lei. 2207075, 22? 7848 Tier. AS20371 SAIGIN, R20369 SAIC N @ Hong Kong Branch: Te! 691 
SAIBK HX @Seoul Busvincuistivs Offica: | el. 753-1241 Telex X2:355 SAIS FOL eSydney eh Seen Office: Te 
feles 70198 SAIG:N AA @Jakarta cic capote i Office: mi 321708 Ext. 27; Mex 44161 SAIGIN 
Office: Tei. 2435566 Telex: 32566 SAISIN MA e Beijing rr remem Office Be ) 353329 Tele: 
®Saitama international (Hong Kong) Limited: te! 5-253151-3 Tele». 7421! K HX eSalama Australia Finance Limited: 


fel 0272-235-0344 Telex: 70199 SAIGINAA 


e New York Branch eLondon Branch @Los Angeles Branch @Frankturt Representative Oftice eSáo Paulo Representative Office 
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Singapore to double its container facilities 


By Michael Westlake in Singapore 

W hile plans for expansion of Singa- 
| pore's container-handling facili- 
ties, first mooted in 1979, were put on 


. hold in 1983 because of recession, since 


August 1986 they have been firmly back 


 ontrack. 


The Port of Singapore Authority 


(PSA) is now intent on doubling its con- 
 tainer facilities to about 4 million TEUs 


a year, though in fact its yards managed 
to handle 2.2 million TEUs in 1986 by 
putting in extra cranes and using better 


. technology to increase efficiency. 


The next step is the development of a 


.| container terminal on Pulau Brani, im- 


mediately south of the Keppel wharves 


. | and east of Sentosa island, with a $$1.01 
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billion (US$482.6 million) investment. 
Construction is due to start in 1989 and 
last for four years, depending on traffic 
growth. 

The new facility will have five con- 
tainer-ship berths, including one 


| feeder-ship berth, plus five multi-pur- 


pose berths and a 37-ha yard to take as 


many as 8,500 boxes. The development 


is part of a S$1.5 billion plan to improve 
the port as a whole, and includes linking 


... and a future competitor? 


Pulau Brani with the main island of 
Singapore with a tunnel or a causeway. 

A senior PSA official told the 
REVIEW that the new terminals will be 
highly automated. Container-trade 


PROPOSED PORT 
DEVELOPMENT 
ON PULAU BRANI 


SINGAPORE 
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rates of return are higher with volume, 
he said, so higher productivity is the key 
— and new technology is a considerable 
A! in boosting efficiency. 

t is efficiency which has enabled the 
PSA to reduce its rates at least three 
times in the past two years to under- 
score its competitiveness and increase 
its share of the market. 

The official saw the development of 
sea-air freight over the past few years as 
a considerable opportunity for Singa- 
pore, with its strategic location 
and its long history as a ma- 
jor transshipment point. And 
underlining Singapore's aggres- 
sive marketing tactics, in June a 
group of port officials and others 
made a tour of Pacific Rim coun- 
tries and major US export 
centres to sell the idea of them 
setting up distribution centres in 
Singapore. 

As to the potential for Malay- 
sia reducing Singapore's role in 
its external trade, the official 
said: "In a Brora te county 
you have to be careful about 
allocating scarce resources — 
feedering is very efficient.” 
And he added: “We do have 
a critical mass [of container 
trade], but we would not like 
to see our traffic going else- 
where.” O 


REVIEWMAP by Andy Tang 


Plans are afoot for a palm oil terminal at Batam 


By Karl Bostic on Batam Island 


| i ndonesia's Batam Industrial Develop- 


ment Authority (BIDA) is expected 


to announce plans for a crude palm oil 
(CPO) terminal, which the government 


hopes will centralise storage of the 
country's CPO production. A tender for 
the engineering design was awarded on 
17 August to the Dutch-Indonesian 
Du venture Witteveen & Bos-Lapi 
TB by BIDA chairman B. J. Habibie. 
Habibie is also the minister of state for 
rescarch and technology. 

The agreement comes at a time when 
Indonesia, unwilling to stake its future 
solely on oil revenues, is continuing to 
diversify its sources of revenue by turn- 
ing to non-oil exports. The go-ahead for 
the building of a-CPO terminal is also 
seen as a step forward in BIDA'S stra- 
tegy to develop Batam's role as a major 
transshipment centre, a concept dating 
back to 1979. Batam, an island two- 
thirds the size of Singapore, lies on the 
Straits of Malacca shipping lane di- 
rectly opposite the prosperous city-state 
which is now the region's maritime 
centre. 

Under the agreement, the joint ven- 
ture will complete the design phase of 
the project by the end of June 1988. The 
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tender for the building of the terminal 
will then be offered internationally. 
Construction at Kabil, on Batam’s east 
coast, where there is already a supply 
base for the state oil company Per- 
tamina, is expected to be completed by 
1990. Harbour activities at Batam's 
other two ports (Batu Ampar and Seku- 
an) are mostly confined to similar 
unctions, as supply bases for other 
offshore-oil companies, with handling 
of general cargo as well. 

The CPO facility at Kabil, with a 
projected capacity of 1 million tonnes 
through-put, would become the main 
storage location for the oil-palm 
estates in West Kalimantan and 
the provinces of North Sumatra, 
Riau and Jambi. A second phase in 
the plan calls for expansion to a 
capacity of 4 million tonnes through- 
put in the year 2000. This would dwarf 
the storage tank farm at Belawan in 
Medan which has a capacity of 200,000 
tonnes. 

With unofficial projections of total 
production this year of 1.3 million ton- 
nes (with 730,000 tonnes for export), 
Storage capacity at Kabil seems suffi- 
cient. But the government expects ex- 










ports to rise to 1 million tonnes by 1990. 

BIDA is still considering the pace of 
development for the rest of Kabil. A 
feasibility study completed in 1983 
envisaged a CPO terminal as only one 
of several projects that would trans- 
form Kabil into Indonesia’s fifth major 
port. With the ambitious-soundin 
name of Asia Port, the scheme me 
call for Kabil to become mainly an 
export centre, with at least 10 facilities 
for such items as bulk-cargo storage, 
liquefied natural gas ani. container 
freight. 

e concept study acknowledges 
that physically, Kabil could be suitable 
for such activities. Unlike Batam's 
other two ports, Kabil's approach is not 
obstructed by smaller islets. The ap- 
proach channels are also deep enou 
(15 m) for cargo and tanker vessels in 
the 100,000-dwt category. 

The more pertinent question is an 


economic one, of whether shippers 


would be justified in using the port. 
While the entire island is a free-trade 
zone, a shipper would still face an extra 
handling charge if the cargo is meant for 
transshipment. Inexpensive facilities 
which shippers in the region have come 
to expect would also figure in their 
calculations: warehousing, the use of 
heavy equipment and the abundance of 
cheap labour. Until the government 
steers business to Batam “as a matter of 
policy,” commercial shippers will con- 
tinue operating with costs in mind. 
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JAKARTA 

Some people say it's the 
business facilities, other: 
Say its the 23 acres of 
gardens but mos! of the 
chents tell us it's the fine 
lood and the friendly staff 
inal keep them coming back 
again and again 

Behrouz Tamdjidi 

General Manager 
Borobudur Inter-Continental 
Jakarta 


At good hotels, guests come and go. 
Al great hotels, guests come and go and then return again and again 
At Inter-Continentel Hotels, three out of four guests are so imoressec with 
the luxury of our service, dining facilities and exquisite rooms that they *eturr again and again 


So come to inter-Coninental 


For unsurpassed staff, for unforgettable meetings, for marvelous locations, 
for beautiful restaurants, for an incredible vacation, for rea! relaxation 
and a genuine welcome . . .Inter-Cortinental, again anc again 


For reservations, please call any one of our 100 hotels worldwide or see your Trave! Agent. 


MANILA 

Above all our many fine 
assets. Ihe warmth 
efficiency of our statt 
creates thai special Home 
Away From Home 
ambience which :nspires aut 
guests to return again anc 
again 

Eric Prueter 

General Manager 

Manila Inter-Continental 
Manila 


SINGAPORE 

The Pav Won Inter- 
Continental's fine reputa in 
is à result of the friendly 
courteous and efficient 
service provided by our 
employees. it is for this 
reason tat 72% of our 
quests retur again and again 
Andrew Quinian 

General Manager 

Pavilion Inter-Continental 
Singapore 


BANGKOK 

"We call curselves ‘he 
Business Resort 

We're tight in the cente of 
town, yet we re a low-se 
hotel surrounded by 2€ acres 
of gardens. This, togeter 
with our warn tradiforat Thai 
hospitality, i$ the reason why 
Our Quests keep comic 
back 


SYDNEY 

The historic architecture of 
thé restored treasury 
buildings combined with the 
most roodern facilibes and 
personalised service create 
the idea! business address 
in Sydney 

Stelan Bokaemper 

General Manager 

Sydney Inter-Continental 
Sydney 





PIONEERS IN CONTAINER TRANSPORT 
SINCE IT ALL BEGAN 


Since the dawn of containerization, ScanDutch has provided shippers with 
deep-water transport between the Far East and Europe. But at an early stage of our 
development, we saw we'd need to adapt if we were to prosper in the years to come. 
So we evolved: from a shipping line into a total transport company - one that today 





is as much at home on land as at sea. If you want to be sure your goods reach their 


destination on time and in perfect condition, talk 
to ScanDutch. For a decade and a half, the natural ScanDutch G 


selection of shippers on two continents. IST CLASS CONTAINER TRANSPORT 





MIT Sloan School 
Executive Education 





The MIT Program for Senior 
Executives 


A general management pro- 

gram, suitable for a broad range 

of top-level general or senior func- 
tional managers from a wide variety 
of backgrounds 


An interdisciplinary study of 
management and the economic, 
social, and technological envi- 
ronment of the organization, the 
emphasis is on new knowledge, 
current research, and future 
trends 


The program is offered twice 
yearly for nine weeks from March 
to May and from September to 
November 


Programs 


The Alfred P. Sloan Fellows 
Program 


A twelve-month program leading 
to a Master of Science in Manage- 
ment for U.S. and international 
industry and government execu- 
tives. A health management option 
is also available 


Applicants should be in middle to 
upper-middle management or staff 
positions with approximately ten 

to twelve years of experience 


Applicants are nominated and 
sponsored by private and public 
sector organizations, selected by 
MIT, and appointed Alfred P. Sloan 
Fellows. 





Special Summer Programs in 
Functional Areas 


Special one- and two-week 
summer programs in professional 
management areas designed 

to help practicing managers keep 
pace with developments in their 
field 


For further information on these 
programs please contact 


Executive Education Programs 
MIT Sloan School of Management 
Room E52-126, Dept. F 
Cambridge, Massachusetts 02139 


Telephone: (617) 253-7166, or 
(617) 253-7189 
Telex: 797961 MIT SLOAN UD 


"Why have KLM stretched 
the top of their 478?” 


“ Io put business in aclass 
; : 
of its own. 


KLM'S FLEET NOW INCLUDES 13 BOEING 747 STRETCHED UPPER DECKS 

KLM's 747 Stretched Upper Deck. Reserved A uniquely Dutch compliment — colourful 
exclusively for business travellers. With all the tiles to take home. Plus those small touches whi 
comfort you expect from KLM's award-winning Inter- make all the difference. Tocthpaste and toothbrush 
continental Business Class. A shaving kit. And an eye mask. E 

Two-by-two seating. Generous leg room. And KLM '5 intercontinental Business Class. Cor 
more. Individual service from dedicated staff through- fort and privacy. In a class of its own. s. 
out the trip. A completely redesigned interior. Test us, try us, fly us. 000o 

A wide choice of high quality meals — served : VoM E ms 
with carefully selected chateau bottled wines. The Reliable Air line 28. 
ves : PUES 
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MANAGING 
DAECTOR 


SALES 
DIRECTOR 


Five years ago 
they sat on their assets. 


We've heard of companies who didn't realize 


insolvency loomed until the Receiver walked 
through the door. 

Its not as ludicrous as it sounds. After all. 
how much time can you spare for taking a long- 
term view of your company? 

If business is running smoothly its very 
tempting to adopt a ‘take each day as it comes 
policy. Just the mistake the company in the picture 
made. Big profits five years ago and now facing 
up to lean times. 

If only they had talked to us at NatWest, we 
could have helped them remain competitive. 

Indeed, we could have supplied the time and 
initiative required to help them manage all their 
financial risks. In the shape of a personal contact, 
one of our account executives. 

Hed have begun by gleaning a thorough 
knowledge of the business, its methods, aims, and 
the market it operated in. 
informed 


Enabling him «to give answers 


A0275/1-110/04/06/B 


FINANCIAL 
DIRECTORA 





(rather than snap judgements), in response to the 


quick decisions that are so often called for in 
risk management. 
debt 


His advice on structuring would not 


only have improved the cash position, but also 


given the company the resources to invest and 
remain competitive. 

And, just as importantly, remain liquid. 

To do this he'd have called on some of the 
financial instruments at his disposal, including 
Performance Guarantees, SWAPS, Options, Banker's 
Acceptances, Currency Loans and Forfaiting. 

More than likely, he'd have consulted the legal. 
accountancy and treasury specialists in our Group 
Financial Engineering Unit in London. 

And drawn on all the experience of Britain's 
biggest bank, complete with a network spanning 
37 countries, an asset base of over US$120 
billion and a top credit rating. 

If only that company had talked to us . 

May we urge you to? While you're still 
sitting pretty. 


Risk Management by NatWest & 
The Action Bank 
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Just reward for an Elders statesman 


€ WHEN Shroff saw the first version of 
the plan to break up Australian con- 
glomerate Elders IXL into separately 
listed divisions, he found himself irresis- 
tibly humming “Click go the shears, 
boys,” that well-known Aussie sheep- 
shearers ditty. 

It was not just the company’s rural 
origins and the current wool boom 
which prompted the connection. Quite 
a few analysts thought some aspects of 


the plan were a bit close to the bone for | 


ordinary shareholders. But after refine- 
ments, Elders chairman John Elliott 
and his gang have tidied up many of the 
more worrying details. 

The break-up sees three new com- 
panies being floated over March-July 


next year, with 65% ownership being. 


retained in each case by the parent. 
Beer-making (Fosters, Courage, Carl- 
ing O'Keefe) will be poured into Elders 
Brewing Group. Rural commodities, 
farm services, and international trading 
will go into Elders Agribusiness Group, 
and merchant banking and securities 
trading into Elders Finance Group. 

How much each will be worth de- 
pends on the assignment of debt now 
carried by Elders — about A$3 billion 
(US$2.2 billion) in borrowings and con- 
vertible securities. Before taking the 
debt into account, the group's 75%- 
owned stockbrokerage, Roach Tilley 
Grice, puts the net worth of Brewing at 
about A$4.2 billion, Agribusiness at 
A$800 million and Finance (which 
would not pick up any debt) at about 
A$800 million. Previously, Elliott had 
kept the businesses together to enable 
tax losses and cash flows to be switched. 
€ AFTER some bleating by sharehold- 
ers who said they were being asked to 
pay for assets they already owned, El- 
ders has modified its flotation propo- 
sals. Each existing share will attract an 
AS$1 capital return, which will be tax- 
free, from the share premium account. 

According to Elders. this will cover 
the outlay for taking up rights pro-rata 
in the three new subsidiaries, Share- 
holders will vote on the capital return 
— though not apparently on the overall 
break-up — at a meeting in November, 
while court approval is sought. 

Elliott has also headed off what he 
called a “scurrilous” suggestion that he 
himself was being unduly rewarded in 
the break-up. It will be recalled that the 
catalyst in the plan was a "cashbox" 
company called AFP Investment Corp., 
controlled by Elliott's friends and admir- 
ers, which obtained options from re- 
sources giant BHP over Elders prefer- 
ence shares equal to about 20% of 
group capital. To retain the services of 

lliott and his team, about half these 
options were earmarked for them, with 
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AFP carrying the holding costs for three 
years. 

It was a lucrative executive-incentive 
scheme but perhaps not unreasonable. 
After all, despite his global takeover 
plays Elliott has still not made it into 
what has almost replaced the Queen's 
Birthday honours list in the Australia of 
Bob Hawke and Paul Keating — the 
"Rich 200" ranking put out every year 
by the magazine Busimess Review 
Weekly. Anyway, to clear up gripes on 
this score, Elliott and his men will now 
pay the holding costs for the options 
themselves. 
€ THE three new Elders companies 
seem likely to hit the sharemarket at a 
good time, with even the lacklustre 
rural and trading businesses buoyed by 
rising wool and grain prices. 

Elders Finance has already emerged 
as one of the most profitable of Austra- 
la's second-line banks, 
with a contribution of : 
A335 million in the year 
to June 1986 and about 
ASSO million widely 
anticipated in the latest | 
year. Reducing the par- | 
ent company's holding | 
to 6575 seems unlikely 
to help much with its 
long-term quest for an | 
Australian banking li- 
cence. But with profits 
like that who needs it? 

In brewing, Elders 
will get the much-de- 
laved and controversial 
ficat of the Courage 
pubs in Britain under 
way, reducing the debt 
carried from that takeover by about 
AS2.2 billion. 

But the big unresolved question 
about Elders IXL is what happens to its 
185% stake in resources giant BHP, 
which was acquired in the celebrated 
"white knight" operation in April 1986 
in order to block a takeover by Robert 
Holmes à Court. 


about A $2.5 billion. If so:d, the stock 
would give Elders a capital profit of 
about A$1 billion. Just as frustrating are 
49% tax-deductible interest charges of 
perhaps A$250 million a vear piling up 
in Beswick, with no offsetting income. 
The BHP dividends of about A$100 mil- 
mn are already fully rebatable for El- 


€ IN the original Elders break-up plan, 
it was suggested that the BHP holding 
be floated as well, with Elders retaining 
a minority controlling stake. As Bes- 
wick would retain ownership, no capital 
gains would be realised. 





| three years ago. 
The BHP shares, which are owned | 
through subsidiary Beswick, are worth | 


Elders alsc clearly hoped to win ap- 
proval from BHP, under the truce 
agreement with Holmes à Court. The 
Australian Tex Office has 1 ietly m 
paid to the first notion. BHP, which is 
on the Elders board by virtue of a cross- 
holding, has also apparently given the 
thumbs down to the proposal. For po- 
tential investors, the question was: why 
not invest directly in BHP shares? 

Elders main chance of resolving this 
problem might lie in BHP's own belated 
study of a break-up. Having tested the 
waters with its BHP Gold float, the 
BHP board has now asked its corporate 
advisers to look at separate listings for 
its oil minerals and steel divisions. 

If this went ahead on the Elders 
mode!, and Beswick took up its 18.5% 
pro-rata rights in the BHP businesses. 
Beswick would have some income 
against which to use its tax losses. 
Perhaps with some 
other Elders operations 
thrown in, Beswick 
would then make a more 
presentable float. 
€ THE collection of as- 
sets which Elders has 
put into its new Hong- 
kong-listed vehicle, 
Elders Investment Ltd, 
looks more like the 
"dags" of the group, to 
employ another sheep- 
shearing reference. 

The US$519 million 
lot inciudes US$237 mil- 
lion in cash or deposits, 
US$27 million in prop- 
erty, and US$255 mil- 
lion in listed and un- 
listed securities. In the latter category 
comes a 14% stake ir Australian-listed 
Elders Resources, which is solid. 

Then comes a collection including 
44% of US fru:t-juice producer Sundor, 
5% of European investment group Pal- 
las Investments, and various leftovers 
from a portfolio cms up with PICA 

ese are diverse, to 
say the least, including shares in the 
Westin Pusan Hotel and Cagayan Elec- 
tric of the Philippines. 

Sources close to Elders admit the 
collection does not make much sense. 
They should be viewed as material for 
fairly rapid turnover. to produce cash 
for more worthwhile acquisitions. 

In his “roadshow” promoting the 
float, Elliott said the Hongkong arm 
would be the principa! vehicle for short- 
to-medium term investment activities. 
With the tighter capital-gains tax regime 
in Australia, there is ro reason to doubt 
this, and Elliott is appointing highly re- 
garded people to run Elders Invest- 
ments. 

















































-By John Mulcahy in Hongkong 
Lgongkong property tycoon Li Ka- 
A Wshing has launched a huge fund- 

us raising exercise for his group of com- 

. panies, days after completing the pur- 

chase of a 4.9% stake in the British- 

- based telecommunications group Cable 

. and Wireless (C&W). After leaks of an 

. ampending cash call had overhung the 

| market for weeks, on 14 September Li 
announced the decision to raise more | 

than HK$10 billion (US$1.28 billion) by 

way of rights issues in Cheung Kong 

"Holdings; Hutchison Whampoa, Hong- 

kong Electric Holdings and Cavendish 

International Holdings. : 

— After accounting for intra-group 

contributions and that of Li himself, 

hose family will subscribe fully to its 
hare of the Cheung Kong issue, the call 











ly the biggest in Hongkong's his- 
ry. The issue will leave the group with 
-cash of around HK$S billion, and re- 
urces now estimated at close to 
K$20 billion. 
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nds raised, and at a chaotic "press 
nference called to announce the move 
would not disclose precise plans, other 
han the already completed C&W pur- 
ase and a HK$9 billion capital com- - 
itment for a Hongkong Electric power 
station. Other projects that may fall 
under the Hutchison umbrella are a 
proposed new container terminal as 
well as expansion of the group's 
lecommunications interests, an ob- 
ective that has made the C&W 











the 
Oriental hotel group to 





proceeds. : 





he public is around HK$6.5 billion, 


"Li was coy about intentions for the | 


J Ka-shing makes a HK$10 billion call 


| 





investment — particularly significant. 
"Li doesn't like passive invest- 
ments," says one analyst, predicting an 
increase in the holding in C&W and à 
closer association with the company. 
Although C&W's articles limit indi- 
vidual holdings to a maximum of 1575, 
and breaches can result in disenfran- 
chisement or forced sales, the Cheung 
Kong group could raise its collective 
holding to that level without informing 
the company or the stock exchange. The 
4.9% of C&W will be split among 
Cheung Kong, Hutchison and Caven- 
dish, in proportions yet to be disclosed. 
No single shareholder holds more 
than 3% of C&W, according to brokers, 


and 20-30. British institutions have be- 
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x den sone a à radical dicitment programme, ranging from 
e of its food and retail interests and the Mandarin 
rockets of residential property and 
“Letters a — -government land entitlements. 
| rom. recent. aes have been | 


tween 2% and 3% each. Cheung Kong's 
share-buying exercise was progressing 
‘slowly until stockbrokers Phillips & 
Drew circulated a sell recommendation 
on the stock, and Li picked up the parcel 


| at an average price below his initial 


| target. 

-The | group’ s advisers reckon the cash 
‘call to be reasonable in relation to the 
size of the companies, together 
capitalised at more than HK$90 billion, 
and argue that as the group’s long-term 
plans require permanent capital, it is 
sensible to use the Opportunity offered 
by astrongmarket. - 

Li will not discuss the likely relation- 
ship between his group and C&W, de- 
scribing the investment in the former 
British state-controlled entity and the 


cable television imbroglio as “different 


aaoh Land will cönsider ^ - deal A 

| e pec to criticism that a has been subject to 

ical excess in the wake of its cash crisis four years ago, 

. Rich says the restoration of the ‘balance-sheet is allowing - 
the group to line up resources for new opport | 

"When these may arise depends on market conditions, buf — 

. Richsaysthegroup has nothin; sp 
is redevelopment block in Hong 
We've learned our lessons on 
E, referring to deals done by Land at the peak of the last prop- —— 
E v boom in 1981. There are few opportunities around 
now, though Land would consider seriously a goverment = 
ime General Post Office proi pert 
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Hongkong . Telephone Co.. (Telco), 
which has the telécommunications 
mon oor in Hongkong,, is competing 
with Hutchison in a bid for the terri- 
torys cable TV franchise. Specula- 
tion several weeks ago had Li making 
a bid for Telco. 

One intriguing point disclosed 
through the rights-issue documentation 
is a reduction in the Li family’s holding 
in Cheung Kong between 30 June and 
14 September. At the earlier date, ac- 
cording to the last interim report, Liand 
his wife owned 679.94 million shares. 
According to the 14 September an- 
nouncement the family's interest is now 
652.42 million shares, a reduction of 
more than 27 million. As the sales came 
during a period of.weakness for the 
shares, and during a period when a 
major fund-raising exercise was being 
planned, such adjustments to directors’ 
holdings are curious, to say the least. 

Li was at pains to stress the negligible 
effect the fund-raising's plan had on the 
index. At the.same time, he emphasised 
that the decision to go ahead with the 
rights issues had been taken only on 11 
September. The underlying concern in 
the market ahead of the announcement 


and the effect the cash call was expected - 


to have on longer-term sentiment are in- 
dications of the extent to which Li, 
whose direct and indirect empire repre- 
sents close to 20% of Hongkong's 
SHOE can influence the mar- 
et l 

C&W is sure to feel the impact of 
that influence before.too long, and pun- 
dits in Hongkong are tipping a new tele- 
communications group, in which the 
various disparate bodies, including 
C&W, British Telecom and the Hutchi- 
son group, .together - with mainland 
Chinese interests, pool- their 
sources. 








nities. 


s Central District. 
poor timing, 
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: ccording to the latest central bank 
figures, Sri Lanka's growth rate in 
1987 will fall below 3%, from the 1986 


rate of 4.5%. The World Bank, in a re- 


cent report, said the Sri Lanka Govern- 
ment is now facing its most diffi- 
cult problems since it took office in 
1977. 


is rising, the fiscal situation is precarious 
and a balance-of-payments crisis is not 
unlikely,” it said. 

An extended drought which has 


caused immense hardship to farmers |: 
and forced daily nationwide power cuts. 


has added to the country’s problems. 
The balance of payments has been de- 
x terioratinig, and according to the latest’ 

inform. , the country has only suffi- 
cient fo eign resources to fund a little 


| more.than three months’ imports. The 


first-quarter trade gap widened from Rs 
3.7 billion (US$124.6 million) in 1986 to 
Rs 5.8 billion, due to what officials 
termed “marginal decline in exports and 
a significant i increase in imports.” 

“When Finance Minister Ronnie de 
Mel presents his 1988 budget in 
November, he will be under heavy 
World Bank and IMF pressure to take 
several “corrective measures.” These 
_ are likely to include demands for a de- 
preciation of the rupee, changes in the 
amount and direction of public expendi- 
2, and changes in industrial policy in- 
cluding tariff reform, export promotion 
. andimproved efficiency 1 in public-sector: 
With the 
Sri Lanka Government negotiating 


substantial assistance from both agen- | 


cies, some adjustments appear inevit- 
able. 

The rehabilitation and reconstruc- 
tion of the Northern and Eastern pro- 
vinces, devastated bd four years of 


A$48.49m 
(US$35.3m) 


"Growth is slowing, unemployment | Stenin 


z 
$ 


“| SRI LANKA’S 
WEAKENING 
CURRENCY 


bloody ethnic ic fighting. all a remain the | 
country’s short-term preoccupation. 
The government is optimistic about ex- | 
ternal support for this effort, and a 
of | 
is scheduled later. this | 


World Bank-sponsored meeting 
aid donors. 
year. — 


ments of the damage caused by 
ethnic conflict and the riots. which fe 


lowed the 29 July peace acc 


India. Their report will 


the special aid group meeting, able, to | 
December. The authorities in Colombo 


expect help from the Astan Develop- 


ment Bank, too. A task force of govern- 
ment officials appointed by de Mel has 
estimated that the reconstruction would | n 
|. buyback arrangements into. Ind 
j GHI purchases" of natural n 


cost US$800-900 million — including 
US$100 million to repair riot damage i in 
the south. —— 


- The authorities in Colombo hope the |- 
meeting will 


d6-member, aid-donor : 
, pledge US$500-600 million in assist- 
ance. Their optimism is based on com- 
ments by several donor nations, which 
have said in Ce that if an ethnic peace 


n ars 


power supplies.. 
creation. 


JE. special mission from the World | r 
Bank and IMF arrived in Sri Lanka ear- | reb buik 
lier this month to make spot ASSESS- j. IN NEN 
the | aimed 
ae mant tido-Lagkan Econon 


| and p 
India amd Sri Lanka at best has b. 
| worth around Rs 3 billion, with the 
ance of trade increasingly .in.1 


be politically negotia 


would assist in-the economic rehab 


tion effort. At: the Paris meetin 


. Sri Lanka aid group in June, the 


Bank. indicated its willingness - to 
ganise such an effort. P e 


Tbe. ethnic conflict das. gi al 


"slowed "the pace of Sri Lanka's ec 
mic. development, damaging the. 
port and communication system; 
ting private economic activity and « 


ing the suspension of most development 


i project» in the Northern and Eas 


provinces. Many of these projects w 
foreign funded, and donors were re! 
tant to continue with them because o 
terroris: activity. The priorities of 
construction will be road repair a 
restoration of telecommunications ant 
Next will. 


India was Mint the | e fir 


at rcáctivating th 


lian Prime Minister Rajiv G 


‘hi and Finance Minister Narayan 
buck 


ncluded cooperation in oi 
a possible power grid bet 


Sri Lari ka and southern India i 


‘esumption. of the indo 
possible air links. Trade be 


favour. 


Net excludes extraordinary loss A$8.4m vs previous k 


(US$1.02b) 


A$16.9m. Low méfal and coal prices plus stronger Austr 


lian dol ar hampered performance in the 54-week period. 


(US$79.9m) 


"M$486m | 
(USS193.5m) 


Previous figures were for 13-month period as the c 
had changed tafihtancial year-end to coincide h 


Profit crop was Y to abnormal oil palm pst a 
Nadia oil pri os 


Bank AN ore profitability after three years of lo 
was toan over by the Hongkong Government in 1 





1,575.00 
144.50 
2.526 
1.586 
17.55 
20.40 
2.094 
746.00 
27.65 
1.511 
30.29 
25.73 


0.613 


, 6,103 
“closed 
12.837 
1,648.00. 
144.325 


China 


1.596 
0.675 
1.386 
6.70 

7.802 


12.874 


1,833.00 

closed 
2.626 
2.095 


US$=Rmb 3.722 
HK$--Rmb 0.476 


15.50 
10.00 
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16.47 
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ce Telerate for spot and forward rates from Asian money markets. The Hongkong i P ad | iiy | à 
Source: Telerate, Vickers da Costa &Co. 


— and Shanghai Banking Corp. for banknote selling rates when available on 


2 the Hongkong market and Lark international Finance for official rates. t offered rate 
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KualaLumpur (5) 


(4) 


1,017.50 


258.50 
153.25 


205.00 


477.50 
1,543.50 
2,365.00 


12.65 
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| BANGKOK: Finance and industrial 
.| counters drove prices in another im- 
zi" sive period. Sentiment was strong 
| as a parallel board for intra-foreigner 
| srading opened carly in the period, 
with prices 3-5% higher than the main 
oard. Volume totalled 27.2m shares 
| for the period, et Baht 739.3m 
| 1US$28.8m) a day. Tongkah Harbour 
| andSunshine were leading gainers. 


L] 


cH 
| SEOUL: ; With blue chips and general 
| manufacturers affected by labour un- 
| rest, bargain-hunters and speculators 
| enjoyed a fruitful period in which con- 
| struction and finance led. Volume 
| dropped 48,000 shares to 4.43m, worth 
| Won 61.62b (US$76.5m). Daelim 
| Construction and Daewoo Securities 
| rose 18.4% and 14.3% respectively. 
| pe tyundai Motor slipped 2.5%. 
I x 
sa LUMPUR: The recovery con- 
| tinued but petered out in light trading. 
| Blue chips lost some of their earlier 
| gains even though bargain-hunters 
| came back in towards the end of the 
(ocn Malavan Banking put on 35 
| Mcents (14 US cents) to M$9.65 as did 





| Antah Holdings to M$2.88. Volume | 


.| averaged 15.4m shares a day, valued at 
| M$34.3m. 


"| 
| SINGAPORE: The introduction of a 
| mew delivery and settlement system 
_| dampened volume an average 22.3m a 
| day, valued at $$69.8m (US$33.4m). 
| Low volume and the scarcity of 
mew leads helped the market drift 
| lower. SIA managed a 60 S cent in- 
«rease to S$14.90. Brokers expect a 
| lack-lustre market until investors feel 
comfortable with the new dates. 


HONGKONG: The market closed on a 
. | long-awaited announcement of ri 
| issues at his stable of companies: 
| Cheung Kong, Hutchison, Hongkong 
.| Electric and Cavendish, suspended on 
— | the last day of the period, pending the 
| announcement, had underperformed 
| the market for weeks. Turnover was 3.4b 
| shares, worth HK$11.15b (US$1.4b). 


TOKYO: Shares regained some 
| ground in the last two days of the 
| period after the previous period's de- 
| cline, caused mainly by the collapse of 
Tateho Chemical. Nippon Telegraph 
& Telephone rose along with 
| certain telecommunication equipment 


suppliers. , uc lifte *Y 630 
 (U8$4.40) to ¥6,500. Daily average 
turnover was 668.8m shares. | 
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| Investor confidence still strong - 


_ THAILAND led strong performers in the Asian region in the period to 14 Sept., followed by South Korea. 
Malaysia and Singapore also picked up after initial nervousness over a new delivery and settlement system. 


| "weak note following Li Ka shing's t 
ts 








|- tional In 


AUSTRALIA: Markets hit record 
levels over the period e to the gov- 
ernment's 15 Sept. budget, led by 
strong demand for blue chips following 
their outstanding profits. Robert 
Holmes à Court continued to buy John 


. Fairfax's shares in an attempt to block 


Warwick Fairfax's A$2.25b (US$1.6b) 
privatisation bid. A total of 986,000 
shares were traded, worth A$1.9b. 


NEW ZEALAND: A friendly stand by 
Rada for NZ Forest Products stimu- 
lated the market after a retreat from its 
near-record level of 7 Sept. The market 
later surged to a new high, only 16 
pots below the 10 Nov. record, with 

rokers expecting the climb to con- 
tinue. Brierley was up 3 NZ cents (2 US 
cents) to NZ35.10 end Fletcher Chal- 
lenge 5 NZ cents to NZ$7.44. 


MANILA: Philippine Long Distance 
Telephone was revalued to P250 
(US$12,1) on 9 Sept. (from P572.50 at 
closing on 8 Sept.) after a stock split 
and closed 4% lower to P240 as the 
market retrested under nervous sell- 
ing. Benguet-A led losers among 
mines, down 14.6%. Average daily 
volume was up 5% to 1.06b shares, 
worth P131. : 


TAIPEI: The market again experi- 
enced volatile, heavy trading, with ex- 
tensive profit-taking alternating with 
buying sprees. particularly in the finan- 
cial sector. By the end of the period, 
however, the weighted price index 
closed well up on the previous finish. 
Wei Chuan Foods rose NT$4.60 (15 
US cents) to NT$37.80. Transactions 
averaged NT$16.97b. 


BOMBAY: Prices drifted downwards 
on thin trading during the period as the 
settlement period drew to a close. Con- 
kai Mee of drought-relief levies 
and a bearish annual report by the cen- 
tral bank dampened sentiment. Take- 
over rumours added Rs 12 (92 US 
cents) to Larson and Toubro's share 
price, which closed at Rs 104. Tisco 
closed at Rs 662.5. 


NEW YORK: Gains slowed down to- 
wards the period's end as investors 
worried anew about the stability of the 
greenback. Although the market ap- 
ars still bullish to some, others be- 
ieve it to be a tired bull. Turnover 
totalled 920.3m shares for the period. 
The Morgan Stanley Capital Interna- 
ded closed the period ending | 

11 Sept. at 482.2, down 4.7. 
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| Superb investment Opportunies! 


AUSTRALIA 


Do you want the best investment property on the market? & c1... * E l oe $ 3eal- “sta e M cer F with a national r eputation for 


Own an AV Jennings display house and securea Sound Jesi lame mae excellence has packages otadjustaber rate mortgage loans for 
investment — together with a home tobe proud of) JE ipse z- sale. 


Properties in many styles and locations are kept in top: oe ee a, 
condition as ‘showcases for the AV Jennings range. - aa ee . ; Yieid range from € to (24 


No würries about maintenance; tenants; wear and tear, etc;plus a Quirantead retumor ^ EY Secured by prime residential real estate in the United 
discaunt ot 10%-12% each year for upto three years in addition ito the high appreciation (f. i] States of America j D 
on new properties. After this period, make it your home; rent it; orsellit and buy another: ` l | 


fne ghelos igyours. HF ¿Loan packages of $5, 000,900 to $50,000,000 available on ue 
Limited availability, so contact INTERSEARCH now for further intornatiog onHongKong. FE ‘a monthly basis s5 

. NEW ADDRESS: 1004Dina House, Ruttosjee Centre, 11 Duddell Streat, Central, Hong- 

Kong. Tel: I 5-408514, Fax: §-8450304, Thx: 66862 INTSH HX. | Complete package offered to fit your needs 


We have sold billions cf dollars of residential: mortgag 
during the last fifteen yens d over » Panty financial ins ! 
tions : 


& Sons, the leading UK Estate AM cain i ycu tobbuy sell i 
nd arrange finance for your UK  houte d Hat 


` Telex 6269) REVAD HX 


Tel 3/7 E 


The Far Eisen Feshoinie Review’ is now w publishing’ a [| HAWAR DEALERSHIP ee p> Sevelonirg c contracts with 
quarterly index which details by country and date Large estabüshed office and-orint- | J- hor 
everything that has appeared in the Review. The index g direi ren erii vere in]. <. IBS, Barmhofsrasse 100 
is available on a quarterly basis. Subscribe now and biben spd een fm | An 
-each quarterly index will be sent to yoù automatically as P.O. Box 5022, Costa Mesa, Calif | Fax 01/211 7531 
soon as it becomes available. A vital research tool, the 92626, M. SA = IE Telex 813884 
Review index will save hours of needless searching for 
information. ORDER YOURS TODAY! Only HK$230 ; 
(US$30) for 4 quarterly issues. Just complete the CONFERENCES EXHIBITIONS 


coupon below and send with your payment. ' Msc: MM " | ient - 
The Circulation Department T HE PHI L IPPINE S 
Far Eastern Economic Review, _THE CHALLE . =o E CHANGE 
GPO Box 160, Hongkong. 


Please send my order for the Far Eastem Economic 
Review QUARTERLY INDEX. / enclose. HK$230/ 
J "d E (or its equivalent ín local currency) in payment. 

. (Please print in block p) : 


th cinvilvamentin in this charged ma 
i exities of. this evolving. business 


registration details, please conta 

’ McCormack. “South Conferences, New Zealand House 
market, London SWiY 418 — ia Se 
4201 Trimed G Fax: 01 930 € 98 


Vickers da Costa 








E iji suffered its first military coup on 
14 May when 10 armed soldiers, 
masked in balaclavas, strode into parli- 
ament and herded the prime minister, 
Timoci Bavadra, his cabinet and all his 
parliamentary supporters, on to trucks 
waiting to take them into what proved a 
short but shocking confinement at the 
army barracks in suburban Suva. 

e television and print images have 
faded somewhat abroad. So the tourists 
are back, lured by fire-sale air fares from 
Australia and New Zealand, a 17.75% 
devaluation of the Fiji dollar, and a pub- 
licity campaign that it's business, or 
rather pleasure, as usual in Fiji again. 

According to the Fiji Visitors 
Bureau (FVB), only one out of 197 New 
Zealanders interviewed in June felt that 
anxiety over the coup had marred her 
holiday. The other 196 seem to have 
gone about their pleasures barely aware 
of the state of emergency under which 
Governor-General Ratu Sir Penaia 
Ganilau strives to keep the lid on the 
political cauldron. 

The FVB survey is a triumphant vin- 
dication of those who believe that tour- 
ists are cocooned from the local peo- 
pe, their hopes and frustrations. Behind 
ts façade of normality, Suva seethes. 

The coup leader, then Lieut-Col 
(now Col) Sitiveni Rabuka, OBE, took 
his decision, he told a press conference 
on 14 May, to avert the collapse of law 
and order in the wake of escalating pub- 
lic protests by a faction of the opposition 
Alliance Party, which lost the 11 April 

eneral election. The problem was, no- 

y believed his story. 

The faction leading the protests calls it- 
self the Taukei Movement. In Fijian “tau- 
kei" means “landowner,” and parallels 
what bumiputra conveys to Malaysians. 

On 12 April Fiji awoke to the stun- 
ned realisation that it had voted into of- 
fice a government made up of a coali- 
tion of interests, predominantly Indian 
but led by a native Fijian, Bavadra, that 
appeared to have little in common 
beyond the desire to oust the Fijian- 
dominated Alliance that had held 
power since independence in 1970. 

To this shock another one was 
added: that a high chief of Fiji, Ratu Sir 
Kamisese Mara, leader of the Alliance 
Party, had been rejected by the voters in 
his bid to remain prime minister, de- 
spite polling 48.55% of the vote against 
the Labour Party-led coalition's 46.2%. 

The election post-mortem pin- 
pointed the immediate cause. Fiji's 
population of 715,000 is split about 
equally between indigenous Fijians and 
Indians, who began arriving to work the 
cotton fields in 1879, with the Chinese, 
Caucasians and other races making up 
the remaining 6%. 

Under Fiji's unique electoral system 
voters are enrolled by ethnic division; 
native Fijians on one roll, the Indians on 


114 


another, and everybody else on a third 
known as the general electors roll. 


| 


Each registered voter then casts four | 


votes. First, a vote for a candidate of the 
same race standing in one of 27 com- 
munal constituencies; thereafter the 
three separate rolls are combined to 
form 25 national constituencies and 
each voter chooses one from among a 
slate of Fijian, a slate of Indian and a 
slate of general candidates. 

Although the system sounds compli- 
cated it is understood in Fiji. And its ef- 
fects are simple. With the Alliance and 
the coalition more or less certain to pick 
up 70% of the Fijian and the Indian vote 
respectively, the communal constituen- 
cies are a foregone conclusion. 

So each election hinges on the na- 
tional seats, where a small shift of popu- 
lation, or voter sympathy, or just voter 
apathy, can change the government. 

Thus à few hundred extra Indian vot- 
ers in these seats combined with a few 
hundred Fijian and general electors 


staying home, can and did produce the 
11 April result, presenting the Taukei 
Movement with an issue that struck a 
nerve in every native Fijian. 


id ow, it asked, could the Fijian race, in 
its own motherland, tolerate the loss 
of political power to what it considers an 
immigrant community? 

Having struck the nerve the Taukei 
Movement proceeded to expose it. 
Marches M rallies protesting Indian 
domination took place. For good mea- 
sure Taukei leaders raised the spectre of 
Fijian land rights being abrogated, and 
demanded amendments to the 1970 
constitution aimed at ensuring that 
never again would a government be 
formed without the Fijians comprising 
an absolute majority. 

Indian reaction was a mixture of dis- 
may and puzzlement. Having won the 
election fairly they were dismayed at the 


-heat of the Fijian reaction, and puzzled 


at the notion that Fijian land rights were 








inadequately protected by a constitu- 
tion drafted with just that intent high on 
its list of priorities. 

Then came the coup, Rabuka's as- 
sertion that it was done to uphold law 
and order, and the wave of press deri- 
sion with which it was greeted. 

In the four months since the coup, 
some of that derision has subsided. Al- 
though Rabuka (promoted to colonel 
and given charge of internal security by 
the governor-general in a bid to retain 
the semblance of constitutionality) 
quickly aligned himself with those seek- 
ing to amend the constitution, he never 
wavered from his first explanation. 

In July a Taukei Movement leader 
said at a public meeting that the pre- 
coup protest plans had envisaged es- 
calating violence, which included burn- 
ing the city of Suva. None of his col- 
leagues contradicted this statement. 

e Taukei leaders are not, with one 
or two exceptions, hereditary chiefs. 
The majority are disaffected politicians, 
former union agitators, people whose 
track records make the average Fijian 
cautious when compared with the ex- 
soldier, ex-civil servant, ex-deputy 
prime minister, former rugby rep, 
farmer and current Governor-General, 
Ratu Sir Penaia Ganilau, GCMG, 
KCVO, KB, DSO, ED. 

So the Fijians find themselves in à 
quandary. Almost to a man they sup- 
port the Taukei Movement's aim of 
changing the constitution to guarantee 
Fijian political dominance, into which 
the movement leaders have woven the 
equally popular concept of respect for 
the Fijian chiefly system. 

At the same time many, perhaps 
most, Fijians are uneasy about the 
movement leaders’ past, alarmed at 
their rhetoric and the facility with which 
they seem able to bend respected elders 
in the Council of Chiefs to their pur- 
poses, and guilty about the sheer wrong- 
ness of using a coup to enforce constitu- 
tional changes, no matter how desirable 
they are. 

Meanwhile, the governor-general 
soldiers on, a lonely but noble figure, 
seeking to reassemble the political 
edifice rocked by the Taukeis, then 
smashed by the coup. His aim is à con- 
sensus which both Indian and Fijian 
opinion can accept, and which would re- 
store general popular respect for the in- 
stitutions of the government, among them 
the army and the Council of Chiefs. 

And while the tourists frolic, Suva 
continues to seethe. — Rory Scott 


Rory Scott is chairman, Tourism Action Group of 
the Fiji Visitors Bureau. 






We have new standards and theyre 
going up all the time 
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Royal Jordanian is soaring high with its 
- newly equipped fleet, ready to fly you to any one of 
d our 42 destinations worldwide. 

When you're flying to and from the Middle 
East, Far East, Europe or USA, we can give you the 
convenient connect on times you need, plus service 
and efficiency that ere hard to beat. So take a 747 
or TriStar anywhere from Singapore to Los Angeles 
and relax in our new reclining sleeperettes, enjoyin 
our superb cuisine end the warmth of our traditiona 
hospitality. 

As part cf our continued commitment to 
improvement and modernisation, we've just added 
the new Airbus A310-300 to our fleet - just for you. 

Fly Roya: Jordanian worldwide. You'll be 
sure of a warm weicome all over the world. 


Setting new standards 
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what's 


One Pacific Place is the best place for your business in Hong Kong 
because it wes intelligently designed with your business in mind. 
Consider ail the ins and outs. Access to One Pacific Place is convenient 
yet exclusive. À privale road provides direct, same-level access to the 
















impressive entrance lobby. 


comprehensive public transport network and forms 
the fest part of an elevated, traffic-free 
system to West Central and beyond. 
Consider your security. A 150-man 
B security force, computerised card- 
cos key system; CCTY alarm network and the 
... respected name of Swire as managers, 
- combine to make One Pacific Place a sale 
-> and secure business environment, 
TT] Consider the wide open spaces. 
B The oor plate at One Pacific Place 
- isamong the largest in Hong Kong. Each 
^ level offers a minimum of 20000 sq ft of 
.. easily divisible space. Floors are column- 
< ee, with above-average ceiling heights 
and floor-loacing capacities. 
Consider the technicalities, 
B Compartmented wire-management 
systems in the floor ceiling and skirtings 
facilitate easy installation of power, teje- 
phone and communication-Qata systems. 
17] Consider how compatible we are. A 
BE tuty-compatible WanyNet Computer 
highway forms the foundation for intra- 
office and inter-loor communications. 
7] Consider the power you'll have. 

An above-average power supply is 











An air-conditioned footbridge links the foyer of One Pacific Place to a 


e 
it for you. 


supported by two 1000 kva emergency generators which ensure that all 
emergency and computer systems run optimally in the event of a power 


failure. 
7T] Consider your guests. The three Pacific Place hotels, service and 
residential apartments provide guests with 5-star accommodation and 





a range of conveniences which include restaurants, business centres, 



































conference and recreation facilities. 
Consider what you'll have on your 
Mj piate. The Pache Place shopping 
mall, the largest in the Central Business 
District, will offer a wide selection of Asian 
and Western, gourmet and fast-food 
dining options, in addition to a full range of 
fine shopping and a complex containing 
four cinemas. 

intelligently-designed, user-efficient 





features which make it easy fo see why 
you wont be the first to be persuaded 
that One Pacific Place is the Dest place 
for your business. 

For further iniormation about the 
ofice and commercial space ai 
Pacific Place, contact 
the sole jeasing agents, 

Jones Lang 


Wootton. ONC 


Sole aging agents 


Hong Kong Telephone: 5-217171 


We build | 
industrial plants 
the Swiss way 


We have planned, built and commis- 
sioned over 200 production plants 

for clients all over the world. Not just 
because we are familiar with the most 
up-to-date technologies. But because 
we are typically Swiss in our wcrking 
methods: conscious, precise, reliable 
and independent. 


By independent we mean that we 
are free to choose equipment vendors 
complying with our high demands 


for quality, safety, guarantees a^d deliv- 


ery deadlines. 


That's why we can assure clients 
that outputs will actually correspond to 
production targets. 


For 30 years, EMS has produced 
high quality synthetic fibres in Switzer- 
lanc, and has developed technologies 
to meet the demanding requirements 
of teday's international market. 


EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 


licensors — Engineers — Contractors 


EMS-INVENTA AG, CH-7013 Domat/Ems 
Telephone 681/36 OII, Telex 851 410 
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Live the Suite Life OF 


in Singapore ADVERTISERS 


The advertising carried in 


from Just SSI/5. the Review represent 


every category from air- 


At the Crown Prince with whirlpool and sauna lines and hotels, banking 
Hotel, life couldn't be sweeter. baths. So when you're next in and financial services, 
When you book into one of our Singapore, come taste the sweet liquor and luxury pro- 
suites, you ll enjoy a host of life. At the Crown Prince Hotel. ducts through to ship- 
enviable benefits and facilities. : ind d 
And the exceptional, € Free transfer ping, elie), ana many 
personalised service that only € Personal check-in by manymore from over550 
the Crown Prince can afford. Assistant Manager of the world's leading 

For your convenience and. € Welcome drink companies. 
leisure, there's round-the-clock — € Floral arrangement 
room service, a 24-hour cafe, à — € Deluxe fruit basket With an average of 50 
lounge with "live" musicanda — € A bottle of champagne pages of advertising per 
beautiful pool. And of course, —— € Yukata bathrobe and slippers issue and a total of over 
there's no end to shopping * Personalised stationery 2,700 pages throughout 
because we're located in the € Daily American breakfast last year, the Review 
very heart of Orchard Road. e Daily newspaper ti t only to b 

Our rates are just 5$175* € No service charge at Business — — — —— 
per night for an Executive Centre compulsory reading for 
Suite. S$210* for a Deluxe e Long Jiang Sichuan senior executives con- 
Suite and S$500* for a Restaurant VIP card ducting business in Asia 
Presidential Suite which come @ Extended check-out to 6.00 pm but a compulsory part of 

* Subject to 10% service charge and 3% government tax. Rates valid till 30 June 1988. any advertising schedule 


aimed at Asia's decision 
makers. 


The Review’s “Review of 
Advertisers" contains a 
sample of every cam- 
paign carried by those 
companies promoting 
their message to the high- 
est concentration of in- 
fluential, affluent indi- 
viduals available through 
any publication in this re- 
gion. 





If you would like a copy of 
budget b) Brice odk - pua this booklet, write on 


SINGAPORE 


Continuing the Prince Hotels tradinon of tnendly service 


270 Orchard Road, Singapore 0923. Telex: RS 22819 HCROWN 
Cable: CROWNHOTEL. Fax: 7327018. Tel: 7321111. 


company letterhead to: 


Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 


GPO Box 160 


For reservations, call 
SINGAPORE: Crown Prmce Hotcl-732-1111 USA: Toll free-800-342-4686 
CANADA exc ept TORONTO: 8U-268-7677 FRANKFURT to PARIS: 069-28-44-27 





Utell International Tel: 01-741-1588 (London), 800-233-9868 (USA), 
7226432. (Hong Kong), 008-221176 (Australia) 


| Hong Kong 
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The fruit of the garden 





Centuries old and 374 feet long, the White Horse performance computer compact enough to fit into a 
at Uffington lies cut into the earth's greenery. Unlike briefcase. And a flat-screen, high-resolution LCD TV 
anything pre-existinc, it was the fruit of mans fertile tiny enough to fit into tne palm of your hand 









imagination Epson's goal remains steadfast. To create 
At Epson we view new and fantastic ideas like products and means vrhich enhance A wu 
living seeds. And in kind, give them space, air and dailv life. Like our impressive 
light, and the skilfulness of our engineers, to blossom selection of IBM® PC compatible | 
into the innovative products and technologies that computers with easy to use Villines 
have always put Epson a step ahead. features, at an easy to enjoy cost. 
It's no surprise Epson were the first company to As for what's next, it's hard to say. 
develop a printer small and fast enough to work in Except that we will continue to nurture the dm 
a calculator. Or the highest quality and performance ground-breaking ideas that, like seeds in a bountifa| — ' Seisis Inada laid 
printers; ranking Epson as the world's leading printer garden, become the fruits which in turn nourish us all [ATA KAAP. crt 
manufacturer -— m: 
We were also the first to produce a desk4op IBM is a registered trademark of International Business Machines Corporation Epson. Where anything is possible. 
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JAPAN: SEIKO EPSON CORPORATION Tel. (0266) 52-3131 Telex: 3362435 SINGAPORE: EPSON ELECTRONICS (S) PTE. LTD. Tel 2786071 Telex: 39538 HONG KONG: EPSON ELECTRONICS TRADING LTD 
Tei: 5-8314600 Telex. 65542 TAIWAN: EPSON ELECTRONICS TRADING (TAIWAN BRANCH) Tei. (02) 7160855 Telex. 24444 BANGLADESH: FLORA ITD Tel 231950 Telex 642478 INDONESIA: SARANA 
HITECH SYSTEMS Tel: 711043 Telex. 44199 MALAYSIA: EQUATRON (MALAYSIA) SDN. BHD. Tei. 7558322 Telex: 39840 PAKISTAN: ABM DATA SYSTEMS LTD. Tel 540574 Telex: 23431 SI LANKA: COMPUTER LINK DATA 
SYSTEMS LTD. Tel. 28641 Telex: 21321 THAILAND: SAHAVIRIYA INTERNATIONAL COMPUTER CO, LTD. Tel: 2350295 Telex: 87112 PHILIPPINES: UNBIX CORPORATION Tex 218-7501/2/3/4/5 Telex: 23120 





Sanwa’s added reach in Japanese finance 
can do a lot for your business 


A wide client base 


The Sanwa Bank, one 
of Japan's top financial 
institutions, has always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
Overseas operations 
With more than 260 
offices, Sanwa's domestic 
network is one of Japan's 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank's 
vast overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele. 


Vast resources 
for more specialized 
services 
Forward-looking bank- 
ing made Sanwa what it 
is today: the world's 5th 
largest bank*, with total 
assets of over US$200 
billion and an excellent 
credit rating in inter- 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 


Just ask your Sanwa 


banker. And see what 
Sanwa’s added reach in 
Japanese finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 





*1986 Institutional Investor sury 
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HITTING THE 
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Australia A$3.25 — Bangladesh Taka 35 — Brunei B$4 — Burma Kyats 5.50 — Canada C$3.75 — China USS2 — France Fir 18 — HollandiG 8 — Honškong HK$ 17— India Rs 24 — Indonesia Rps 2500 
Japan Y660 — Korea Won 1500— Laos US$2 — Malaysss M$5 — Nepal Rs 22 — New Zealand NZ$4 — Pakistan Rs 22 — PNG Kina 2 — Philippines P30 — Saudi Arabia SR 11 | 
Singapore S$4 — Spain P 300 — Sri Lanka Rs 40 — Sweden SKr 25 — Taiwan NT$85 — Thailand Baht 55 — U.K. £220 — U.S.A. US$3 








With 700 luxurious rooms and Bangkok. Set amidst beautiful 
suites each overlooking the Chao landscaped gardens, it offers an 
Phraya River, the Shangri-La is extensive range of leisure activities 
truly a city resort in the heart of as well, of course, as the standards 
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SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 * HONG KONG (5) 810 7782 * KUALA LUMPUR (03) 230 6248 
SHANGRI-LA BANGKOK. SHANGRI-LA BEIJING. SHANGRI-LA KUALA LUMPUR. SHANGRI-LA SINGAPORE 





of personal service for which 
Shangri-La is famous. On your 
visit to Thailand in 1987, where 
else but the Shangri-La Bangkok. 






ES ShangriLa hotel 
BANGKOK, 


A SHANGRELA INTERNATIONAL HOTEL 








SE BUT THE SHANGRI-LA 
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* SINGAPORE 338 3300 + TOKYO (03) 667 7744 * AUSTRALIA (008) 222 448 * LONDON (01) 581 4217 * USA & CANADA (300) 457 5050 
SHANGRI-LA SEOUL (1989). CHINA WORLD TRADE CENTER BEIJING (| 983), SHANGRI-LA INN PENANG 
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Samsung training 


inspiration and 90% 





[hey say that creativity is 10 
perspiration. 

Training...shaping up for the big game or the job 
it hand.. "also takes both. Samsung has put a lot of 
. m effort into R&D to develop 
high-tech, state-of-the-art 
consumer electronics products 
that will give you 10096 in total 
performance. 

In the vivid picture quality 
of Samsung's color TV and VCRs, 
you ll get more than just what 
meets the eye, and our audio 
systems will astound you with their rich, vital sound. 











: A SURE THING! 


Samsung s dependable and affordable electronic home 
appliances have made fans all over the world 
These are just some of the reasons why we 
selected as suppliers 
of consumer 
electronics for the 
recent Asian Games 
and for the commu- 
nications network of the 1988 Seoul Olympic Games. 
So, GO SAMSUNG!, and join the rest of our fans. 
They know and you'll find out that, when it comes to 
high performance, Samsung is the name of the game. 


were 





SAMSUNG 


Electronics 
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I refer to TRAVELLER'S TALES [16 July] 
and. wish to state, contrary to your 
views, that Datuk Seri Mahathir 


` Mohamad's administration is by far the 


most open and tolerant. I am not an ad- 
mirer of Mahathir or his cabinet. On the 
contrary, I am a self-appointed critic who 
has been writing to the Malaysian press 


for the past 15 years. My letters and the let- 
ters.of many other Malaysians have been. . 
. published by these government-control- 


led or influenced newspapers. Many of 
these letters would have landed the 
editors into trouble if the. Malaysian 
Cotemaent was not so open. More of. 

letters were censored or not pub- 
lished before 1982; surprisingly some of 
my caustic letters were printed in 1986, 
the election year. 


The Mahathir. administration i is morc" 


tolerant as far as public conventions and 
assembly is concerned. Opposition 
leaders and social reform: groups are 
quite free to express their views openly 


. |, without fear of arrest. I have spoken at 


maay public ceramahs (political gather- 
ing. during the 1986 general election 
and was invited to the police station 


only. once. Unfortunately, I was not 
charged, as this would have provided in- - 
stant fame and a better chance to: win a 
seat in parliament had I run for MI 





The article Graduate - farmers | 
Aug.] is indeed an accurate. description 
of yet another. FoF. Mahathir" $ policies. : 














candidate in the 1976 general election 
he played up the gut issues of Chinese 
age, education and culture to in- 
cite Chinese. chauvinistic emotions. He 


wasa Nanyang University graduate who | 
in: his election speeches in dialect and 


Mandarin repeatedly accused the gov- 
ernment of "killing Chinese education,” 

of zausing the "destruction of Chinese | 
language" and that in education and | 
language the government's success was » 
"success in the killing of the Chinese | 
language.” It was these inflammatory | 


p : 





it made. in the first 


|: and may breed graduates who think that 


to : ht for their own cause. In 1974, we 


| fear that “it is the educated who ` 


| tion of -d indepen and piant y g 


| emplo ment pi 


| Smgapore, Ho did not need a passpoi 
ul s “| but a one-way document of identi 

-Xamaudón-1 ^ Ho Suan Thai [LETTERS, 10 Sept: lis noi . which the 

à political exile who has been hounded | pr 
j| outof Singapore. As a Workers’ Party | 
_ privation of citizenship be heard b 
committee of inquiry. He can make 
| resentations to this committee thro 
' counsel whom he has appointed. 





i 


accusations on the killing of Chinese - 
| language and culture which has caused | 


meny a bloody riotin Singapore. After 
his election defeat, the government 
wanted to question Ho about this. He 
absconded. 


Ho alleges. that the government re- | 
: fused. to give any reason for turning : 
down his request fora passport to return | 


ow 


e w 


E to S ngapore. The controller of immi- 
ned Hi 





that Ho could not be giv 











o return to | 


— M 


: counter-char es between. Singa 


O's solicitor in writing | 
en a passport | 
“as he is wanted for questioning by the | 
l palce xs He Lie d out t 





cluding starving farmers. 


| since the moment one opens the letters 
"pages. one is confronted with wh 


the polemic surrouncing ex-presic 
|; Devan Nair when Singaporeans demo- 














































































However, young Malaysian gradua 
pting fast to the new situa 
Sadly, the temporary training scheme 
better known as the handout schem 
yet another example of the way the. a 
ministration is patching holes which 
place. This hand 
out scheme only reinforces the su 
sidy mentality prevalent in Malaysia 





the world owes them a living simply be 
cause they are graduates. These are th 
graduates ; that may lead demonstration 


jates. and undergraduates demon- 
ed for other people's causes — in 


Your last paraglaph i is uncalled foi 
If Malaysians or Malaysian ho wil 
lead demonstrations," then we mig 


well close down our uni versities à 
few educated politicians w le 





lawsia, s “that : a ad f di : nve sto 
might decide to invest here. This will 
a way help solve our graduates' 
iblem. With a little 
perity, the administration can affor 
be more open. and tolerant 
sians can continue openly to criti 1 
et remain free to re 








government anc y 
the next issue of the REVIEW. 
Meleyela Ho Huan e "ud 


he government was willing 
:. Ho refused this offer. 
Ho has requested that his case on 





Chin Fook. Leong 
Pubiic Relations Officer 
Ministry of Home Affairs 





Singapore 


Narrow penmanship 


| | have been a faithful reader of the. 
REVIEW for a number of years and one 
of my favourite featuses had been the 
LETTERS TO THE EDITOR. But the past 
few weeks have been rather intolerab 


seems to be endless charges and 


officials and their critics. I quite enj | 
the polemic for a while, like I enjoyi 









cratically washed their dirty linen in pu 

lic, but I think the whole thing ha : 
come tather boring. 
‘Could it be that the REVIEA 



































ieve, The REVIEW is a regional ma, 
zine with an international readership, 


your usually interesting | correspon- 
dents, other than the latest slinging 
match from Singapore. It is well known 


the most articulate and loquacious 
4$ speakers in the association with an im- 
||. pressive command of English — as dis- 
_| played in the recent burst of penman- 

ship in your publication — but I believe 


ing magazines to as many readers as 


| straits. 
< Lhok Seumawe, indonesia 


| Anthony Rowley $ SHROFF {10 Sept. ] 
on the interim results of Bond Corp. 


Dewi F. Anwar 






porate Juggling” and “public-relations 
puffery. t also states the company had 
o “conjure up” its profits and implies 











ing by placing great pressure on its 
litors to describe its results in a man- 
F which did not reflect a true and fair 












: The facts are: 
-The accounting policies adöpied in 





the company’s auditors, Price 
laterhouse, were described in full and 
ear terms in both the accompanying 
ress release and the accounts. 

: The profit made on the sale of shares 








ash profit realised pursuant to an un- 
ditional contract of sale and the na- 
ire and circumstances of the profit 
ere described in detail in the press re- 
lease and the accounts. 
» No pressure whatsoever was brought 
_ on Price Waterhouse to treat the pront 
. ina particular way and, indeed, the po 
-liey adopted was recommended by ihe 
auditors to ensure consistency with the 
. accounting policies of the ultimate par- 
_ ent company, Bond Corp. Holdings Li- 
^ muted. 
|. The accounting treatment adopted is 
| wholly consistent with requirements of 
the Hongkong Statement of Standard 
Accounting Practice and the Listing 
Agreement of The Stock Exchange of 
Hongkong. 





















4. sence of the Bond Group's management 

- Strategy and, as has been amply dem- 
onstrated here and elsewhere, making 
profits on the sale of assets is. properly 










| light of the above, it was the 
j judgment of the directors of the com- 
pany and its auditors that the account- 
ing treatment adopted was both proper 










80 please spare a thought for other read- 
ers who might want to read letters from 


l Hongkong 





in Asean circles that Singaporeans are 


-the REVIEW is still in the business of sell- 


possible, including to those across the 


variously describes the results as "cor-- 


that the company abused the accounting 
es of Hongkong in various ways, in- 






reparing the accounts, and approved. 


in the Bond Centre project is an actual 


» Entrepreneurial activity is the es-- 


ngarded as an. oru and Teun 


in full and the accounts were audited. 
D. Aspinall 


Chief executive | 





Audit policies 


“With regard to Anthony Rowley's 


SHROFF on BCIL, to assist in your pro- 
per understanding ‘of the issues involved 
it is necessary to explain the basis on 
which the results of companies are re- 
ported. You should also refer to State- 
ment of Standard Accounting Practice 
(SSAP 2) of the Hong Kong Society of 
Accountants. — ^ 

Exceptional items are material items 


"which are required to form part of 


operating profits. Your reporter is total- 
ly incorrect when he says in the last sen- 
tence of his penültimate paragraph that 
“exceptional profits belong below the 
line where they can be seen for Man 
they are." i 
Exceptional items mağı require sepa- 


rate disclosure t » achieve a true and fair 


view. The directors took the view in this 
case that separate disclosure was re- 
quired because of the materiality of the 


profits from disposals of certain assets, 


not because of the nature of the transac- 
tions. In addition, shareholders were 


expecting comments from the directors 


as disclosure of the transactions had 
been made in the June 1987 rights issue 


document. We concurred with this 
view. 
Extraordinary items (profits or- 


losses) are those items which derive 


from events or transactions outside the 
ordinary activities of the business and 
which are both material and expected 
not to recur frequently or regularly. 
Extraordinary profits are required to be 
included in profits for the period and to 


` be shown in a separate line after the line 


"profit for the period [after taxation] 
before extraordinary items." 

Some examples of extraordinary 
items include profits or losses arising: 
on sale of asignificant part of a business; 
on sale of an investment not acquired 
for resale; on writing off intangible as- 
sets, and upon expropriation of assets. 

What is. extraordinary to one busi- 
ness will not necessarily be éxtraordin- 
ary to another. Purchase and disposal of 
properties and investments from time to 
time by a property and investment com- 
pany such as BCIL are plainly not extra- 
ordinary transactions, but are part of 
the very reason for its existence. The 


_ history of the group is not one of a | pas- 


sive rent and dividend collector. . 


Profit or loss on disposal of the: main | 


property of.a single site. manufacturer 


will. probably be extraordinary, as this . "Ho 
| action may affect the continuity of its. 
RD business.. In property andi im. 






as gr prot» was ‘dese ribed in d detail, 
the accounting policies were described - 
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tion that the “quality of earnings" 


ios are. obviously designed 





| to enhance continuity and growth. The. | 


frequency of,such transactions will de- 
pend on market conditions, the range of 


assets held and the policy of the board. 


Frequency does not affect the nature of 


these transactions. 


The accounting policies of BCIL are 


consistent with that of its publicly listed 


parent, Bond Corp. Holdings. We are 
the auditors of the parent company and 
concur with its policies. The accounting 
policies and reporting standards of the 
Bond group are appropriate to the na- 
ture of its operations and have been de- 
veloped over many Min in a highly pro- 
fessional manner. For your publication 
to suggest that inappropriate policies 
have been allowed by us in response to 

"pressure" from our client is simply not 
correct. 

The Hong Kong Society of Account- 
ants in its Practice Notes newsletter 
number 39 of April 1985 (paragraph 6) 
was critical of the practice whereby 

“property and investment companies 
tend to include property or investment 
related items as extraordinary.” This 
tendency is now being overcome. | 

We have at least one example on file 
of a public speech given in 1986 on the. 
subject by an experienced member of 
the society advocating the accounting 
policies adopted by BCIL. = | 
Hongkong Price Waterhouse 


e Anthony Rowley replies: SHROFF did |. 
not imply that Bond Corp. had "abused" 
the accounting rules of Hongkong, 
rather than it had stretched to the limit — 
what: are admittedly rather Sueca pe 
rules governing the treatment of exce 
tional rofits. If auditors are confused by 
the subjectivity of these rules, they have 
another more simple.rule to guide them: 


the paramount need to present a "true. 


and fair” view. 

Price Waterhouse, rightly. notes that 
the frequency of such transactions will 
depend, upon market conditions. Yet it 
acquiesced Bond Corp. described them 
as being neither "extraordinary" nor 
even "exceptional. " By definition then, 
they must fit into the third category of 
profit described in SSAP 2 — that of 

“normal”. profits. Would Price Water- 
house rea y argue that such very large 
(and, by its own admission, “mate- 
rial’), asset sales are as normal as, Say, 
recurring rental income? Surely the true 
and fair view requires that the term 

"operating" profit cannot be so subjec- 
tive as to encompass both, or the implica- 
is 
equal in each case? . 

If it is incorrect (as Price. Waterhouse 
claims), to suggest that pressure is often 

pon auditors to agree to liberal 
i eptional items then the 
professional body in. 
gis guilty of these failings. Or 
is it simply trying to did good profes- b 
sional standards; d 
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peculation. is mounting over which of Scuth Korea's 

two leading opposition figures, Kim Dae Jung or Kim 
Young Sam, will oppose ruling Democratic Justice Party 
leader Roh Tae Woo in the presidential election due in De- 
cember. Kim Dae Jung, an adviser to Kim Ycung Sam's 
Reunification Democratic Party (RDP), was received by en- 
| thusiastic crowds during recent trips to the countryside, 
| while Kim Young Sam, viewed as a moderate compromise 
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Hi HITTIN T "HAN. candidate, has strong support among RDP members. Opposition scenarios. 
atc mS; Seoul bureau chief John McBeth and correspondent Shim uem inthe 


Jae Hoon examine the two Kims' relative strengths, and 
Shim also takes alook at the impact democratisation is having on the economy. 
Correspondent Mark Clifford looks at South Korea's version of liberation theo- 


logy. . Pages 17 and 42. . . Cever photograph by Thomas Haley/SIPA Press. 
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Malaysia: meg een gee 
Taiwan: Lure of the mainland. -~ 
. Perplexing press oroblem 
China: Sticks and stones.. 





Page10 Page 79 

Besieged by a quickening pace of | Foreign brokers are queueing up 
crises, the time is right for Philippine | for a seat on the Tokyo Stock 
. President Aquino to tap her fading | Exchange which is expected to 
store of popularity and show she has | admit 15 new firms by the end of 
the mettle to survive. the year. | 


In a reshuffle of Thailand's military, The Carrian conspiracy trial’s ‘no 
army commander and aspiring politi- case to answer’ ruling has left sev- - 
cian Gen. Chaovalit Yongchaiyut puts | eral of Hongkong's public and private | F 
his own men into top posts as he cd | institutions with TORT, damaged . 
pares to retire next year. epu | utations. " 


Page29 i | 
. Factional splits emerge. within the | 
| Umno faction which supported Ma-. 
laysian Prime Minister Mahathir’ si 


indonesia: Negotiating the past 
2 Diplomacy: Nuclear ice-breaker 























The Indian Government plans. to fi- | 
_nance drought relief witha package of | 
.tax increases and cost-cutting mea- | 
‘sures causes dismay among business 
DE uu 






edes in the April pa irty 






_Asean’s palm and coconut oil makars: 
"battle US soyabean indust 



























stry effortsto | 

| promote non-tariff barriers against 

“| their products. | E m? 9 
D | Be ocparatveefons in Kuala Lumpur — 
Page 96 | Budgets: Now you seeit.. in Sydney - 







Malaysian police question top offi- 
“cials at the Central Cooperative Bank 










Hongkong surface, China core 

















B i” | over alleged lending malpractices in- | Cheap labour pool 
Titel Biopores to i sss Taststioha volving almost US$200 million. Waiting for Taiwan 
aipe | Markets: Well 
on travel to China. Meanwhile, two . 101 Flying gn again in Welingen: ~ 


















Australia’s budget deficit disappears | gwweserarereESECIETII: 
after higher-than-expected tax rev- j REGULAR FEATURES 
enues and state asset sales, delight- Letters _ 


Taiwan reporters. defy the govern- 
ment’s current travel ban by visiting 
the mainland openly and filing stories 














back to Taipei. ing financial markets. -Briefing 
Page r inteligence 
0 «Page 192 2 | Tha Week 





China's position in the triangular 
power relationship may be signifi- 
cantly affected if the intermediate- 
range nuclear force | agreement. 
ushers in a new era of US-Soviet de- 





China's seven-year-old special eCO- | The sth Column 
nomic zones ira an uphill battle | Travellers Tales 
to prove they are worth the. bil- | 3ooks . 
lions: of dollars Peking has spent on Economic Monitor: Bangladesh 
them. 
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Lisbon officials confirm - 
new flexibility by Portugal in negotia- 
tions with Indonesia over East Timor. 
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Hirohito 


surgery 
Japan's Emperor Hirohito, 86, 
was expected to stay in hospital 
for up to a week following in- 
testinal bypass surgery on 22 


. September to relieve pressure 


caused by a swollen pancreas. 
Doctors said tests would be 
carried out to determine whe- 
ther the swelling was benign or 
malignant. 

e emperor's illness makes 
it almost certain that he 
will have to cancel his first visit 
to Okinawa scheduled for Oc- 
tober to attend a national 
sporting event. During his ill- 
ness the emperor's routine 
duties, including assent to laws 
passed by parliament, will be 
taken over by Crown Prince 


| Akihito. — Charles Smith 
North Korea angry at 
invitations 


North Korea has fired the first 
salvo in what the UN Com- 
mand (UNC) fears is an effort 
to raise tension along the de- 
militarised zone and under- 
mine the successful staging 
of the 1988 Seoul Olympic 
Games. During a 22 Sep- 
tember meeting of the Military 
Armistice Commission, the 
North Koreans alleged 12,300 
truce violations by South Ko- 
rean and US forces in August 
alone. 

Senior UNC member 
Rear-Adm. William Pendley 
ridiculed the claims and ac- 
cused Pyongyang of trying to 
set up serious incidents that it 
hopes will discourage partici- 
pation in the Olympics. The 
meeting was called six days 
after the International Olym- 
pic Committee (IOC) ignored 
North Korea’s protests and is- 
sued formal invitations to the 











games. IOC officials have set 
6 January 1988 as the deadline 
for Pyongyang to accept its 
terms for a partial hosting of 
the Olympics. — John McBeth 


Sihanouk to 
Dan-Iidochiné talice 
Cambodian resistance leader 
Prince Norodom Sihanouk has 
accepted an invitation to meet 
leaders of the Vietnamese- 
backed government in Phnom 
Penh and the two other anti- 
Vietnamese resistance grou 
to discuss ways to resolve the 
Cambodia conflict, according 
to a letter released by his office 
in Bangkok. 

Sihanouk said the meeting, 
proposed by former Cambo- 
dian prime ministers and minis- 
ters now living in France, 
would discuss the withdrawal 
of “foreign forces," a reference 
to the 140,000 Vietnamese 
troops occupying Cambodia, 
and ways to build “a free, inde- 
pendent, neutral, non-aligned 
and peaceful Cambodia." 

— Murray Hiebert 


Reversal for 
Sabah 


The ruling Parti Bersatu Sa- 
bah wrested the Bongawan 
state seat from its rival, the 
United Sabah National Or- 
ganisation (Usno), on 19 Sep- 
tember, beating Usno by 444 
votes. The loss was doubly 
hard on Usno coming so soon 
after party president Tun Mus- 
tapha Datuk Harun's statewide 
unity drive in July — aimed at 
assuring Sabah Muslims and 
bumiputra (indigenous nation- 
als) that Usno was still a viable 
party and hence there was no 
need for the peninsula-based 
United Malays National Or- 
ganisation to expand into the 
state. — Suhaini Aznam 


CORRECTIONS 


The photograph which ap- 
peared in No respite for Rajiv 
(3 Sept., page 36) was not V. P. 
Singh. Singh is pictured above. 


In the BRIEFING headline 


Malay reform court 

battle (17 Sept.) referring to the 

multi-racial Aliran reform 

group, Malay should have been 
alaysian. 
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Hongkong Financial Secreta 
Piers Jacobs has forecast GD 
rowth of 12% in 1987, well in 
ine with expectations. In his 
mid-term economic report, 
Jacobs said exports were pro- 
viding the main impetus: for 
growth, followed by private in- 
vestment. Domestic exports 
should rise 20% in real terms, 
re-exports by 37% and imports 
by 28%. He forecast a visible- 
trade deficit of HK$7 billion 
(US$897.4 million), against 
HK$1 billion in 1986, with the 
services surplus to grow from 
HK$14 billion to HK$17 bil- 
lion. 

Private consumption would 
rise 11%, investment 15% and 
construction, 10%. A large 
budget surplus was also expect- 
ed. On the downside, inflation 
may rise to 6%, a conservative 
estimate in the view of some. 

— Philip Bowring 


Rumours prompt Telco 


share suspension 
Hongkong Telephone Co. 
(Telco) shares were suspended 
for two days until 23 Sep- 
tember, after large numbers of 
the shares changed hands amid 
rumours that Hongkong busi- 
ness magnate Li Ka-shing's re- 
cent huge fund-raising moves 
and purchase of 4.9% of 
Telco’s British-based parent 
company, Cable and Wireless, 
were aimed at a bid for control 
of the Hongkong unit. 

The suspension (aimed at 
cooling the market) and the 
rumours forced Cable and 
Wireless, which owns some 
80% of Telco, to announce sev- 
eral weeks early a proposed 
merger between Telco and 
Cable and Wireless (Hong- 
kong), in which the London 
firm also holds 80%, with the 
rest held by the Hongkong 
Government. 

— Michael Westlake 


Japan’s GNP registered zero 
growth in the second quarter, 
compared with an inflation-ad- 
justed growth of 1.3% in the 
first quarter. Domestic de- 
mand rose 1.2% from April- 
June, with private housing 
investment up 4.3%. This 
was offset by a 1.1% drop in 
external demand, reflecting a 
39.3% fall in net exports. At a 





meeting in Washington with 
President Reagan on 21 Sep- 
tember, Japanese Prime Minis- 
ter Nakasone said he was confi- 
dent the economy would grow 
by 3.5% in the year to March, 
and said Japan would continue 
to cut its trade surplus by 
stimulating domestic demand. 
— Nigel Holloway 


Japanese banks have won per- 
mission from the West German 
Bundesbank to lead-manage 
Deutschemark Euro-bond is- 
sues from 1 October. Although 
most foreign banks could do 
such work as of May 1985, Ja- 
panese institutions were bar- 
red until seven West German 
banks received reciprocal 
rights in Tokyo — which the 
last of them did in mid-Sep- 
tember. The entrance of the 
Japanese banks is expected 
to heighten competition for 
Deutschemark Euro-bond man- 
dates. — A Correspondent 


urma's application for least- 
developed country (LDC) 
status is almost certain to be ac- 
cepted by the UN General As- 
sembly in October, following 
approvals by the UN's Econo- 
mic and Social Council and the 
Development Planning Com- 
mittee. Rangoon's decision to 
seek LDC status, which be- 
came known earlier this year 
(REVIEW, 19 Mar.), followed 
falling export revenues and 
foreign reserves and a soaring 
debt-service burden. Resche- 
duling or forgiving of some 
of its debts is expected to fol- 
low granting of LDC status. 

— A 


Sime Darby bids 

for Guthrie 

Malaysian conglomerate Sime 
Darby has made a surprise bid 
for listed plantation company, 
Guthrie Ropel. The all-share 
offer of three Sime shares for 
four Guthrie Ropel shares 
values the company at M$250 
million (US$99.2 million) at 
current prices. Guthrie Ropel 
is controlled ultimately by the 
state-owned investment com- 
pany, Permodalan Nasional 
and has a total hectar- 
age of 26,200, much of it 
under oil palm. If Sime's bid 
succeeds, it would increase its 
land holdings by 3796 to 97,000 
at a 16% discount to a recent 
valuation of Guthrie Ropel's 
land. — Nick Seaward 
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- RAI OS OUTGUNNED | 
E Philippine President Corazon | 
|. Aquino is showing growing . ks : 
impatience with her armed force 
chief of staff Gen. Fidel Ram 
7]. inability to capture failed. coup leadér 
. | Col Gregorio Honasan. During a | 
| hastily called meeting of military 
commanders and cabinet officials on 
] te September she was in an angry 





OJN inister or Nguyen Dy Nienin New 

| York. The meeting will follow up the 
agreement to increase cooperation to 
resolve the fate of US servicemen 
| missing in action and address 
Vietnam's humanitarian concerns 
which was reached during Vessey's 
tripto Hanoi. The move indicates 
tha: Washington wants to keep up the 
momentum of improving relations © 
ep. ‘and pointedly snubbed Ramos | with Hanoi by maintaining contact at 
: by handing over the job of finding high levels. 


+» | Honasan to Brig.-Gen. Ramon 
f Montano, who was subsequently | THACH UNMOVED 












promoted to head the Nationa! For the third 
<| Capital Regional Defence Command. Pec year, 
| ietnam's 
NOT SHIPSHAPE | Foreign Minister 
China Ocean Shi pping Co. (Cosco) Nguyen Co Thach 
- hasasked Peking's Ministry of will stay away 
Communications to enact regulations „from the UN. 


^" tolimitthe volume of Hongkong- 
| bound transshipment cargo carried 
| on Chinese-flag vessels other than 
Cosco's. If Cosco’s requestis - — — 
approved, Chinese vessels would be 
| banned from carrying goods to ; 
. Hongkong for transshipment should 
. | Cosco operate a direct line to the final | 
|. destination of the exports. Cosco’s — 
. | actionis in response to the erosion of 
. | its share of shipping volume by 79 ^ — 
: provincial and municipal shipping | T 
- 4+ fleets that have emerged in recent eS EEE 
- | years. By using foreign-flag vessels W ary of economic d dominaion by. 
x3 for the H ongkong-onward | leg, they . beares pen na tions such as Japan 
| hav 1 olet to offer ee rates | De eye 


i oi’ | Lie isang that once again l 
TIN e erate its al from for: T 












MOMENT lnm C E a nec pears — Ae 
US President Reagan’ s special sary for the country’ s economic - 
envoy to Vietnam in early — > = il. Clue One: Rangoon has 
August, retired general John Vessey;, | chosen Australia tc 

" will meet Vietnam’ s Deputy forigo" | Single county Y trade exhib:tion next 











NEW CALEDONIA 
"Two Chinese men who murdered a- French Premier Jacques Chirac arrived 
: Chinese American in June were executed”. onan SEO visit : 1 (See ). 

(16 Sept.) A Tianjin University student was. 

„sentenced to a year in prison for secretly col | PAKIST. AN 

-luding withan AFP correspondent, it was an~ A bomb exploded in a pickup truck in 
nounced: The Dalai Lama, on a visit to the | Peshawar killing eight people, Pakistan offi- 
US, called on Peking to withdraw its military | cials said (26 Sepi.). Four people were killed 
- forces from Tibet, a spokesman said (22 | and'more than a dozen injurec when a bomb 


Sept. ). | exploded at a crowded bus terminal in 
"m | .  .| Rawalpindi (79 Sepr.). 
The recently appointed British minister | PHILIPPINES 
of state at the Foreign Office with special rë- Unidentified gunmen assassinated a 
sponsibilities for Lo Lord. Simon bakery leftwing leader and opponent of | 


resident Corazon Aquino (19 Sept.). 
Aquino reshuffled: military commands to | 
a a dcs a | bolster control as 10,000 peeple protested | 
INDIA | P5. EU .| against alleged militarism and the murder of 
At least 19 EO Je were killed i in Tamil.. a leftist leac ler e Sept.). | 
Nadu in protests by; armingcommunityde- | 
nanding, a quota.¢ of e jobs, police |. 9 
I9 Sept.). 





nt arrived on an officia! visit (16 
Sept. Ky | B^ qu. 















stage its first-ever 


| DIPLOMATIC MOVE. 


| S.R, Nathan, executive chairman o 


| BUREAUCRAT BLUES - 
| Work is grinding tt toa halt at Sou 


| Policy initiatives are absent. In tł 


: Sakong H, who was appointed in a 


x oe, the ministries 





recently acknowledged the | — 
| bureaucrats' fears and promised 
| preserve the “posts and status 
E * servants up to the level of vio 


— M ——— ——— n P — (Am 

















































‘Clue Two: Burmese. 
authorities recently madean 
unsolicited gift of four tonnes of te 
for Australia's new Parliament Hou 
in Canberra — and paid the gio 
costs as well. 








Singapore's Straits Times Press Ltd 
is being considered for a high = 
diplomatic post, ope ambassad 
tc Tokyo or Kuala Lumpur. For 
Neha this would be a return to his 
former stomping ground. Before 
moving to the publishing group, he 
had been the permanent secretary 
the Foreign Ministry. A chain of X 
diplomatic changes may follow se 
expect ec retirement soon of Maur 


to poor ‘health. 


ucrats anxiously await - i54 
December's presidential electi In. 


m es 


rfu! Finance Ministry, minis! 








inet shakeup, has called 
special pep talks to rally his staff. 
i Óppos ion leader Kim Dae Jung 


+ of 





| ministers. Whoever wins th 










salen p blocking approval of a new / con 
titution by agreeing that national assembly 

elections be held by the end of April next 

year (16 Sept. ). TOR 


SRI LANKA 
Indian. troops fought a gun battle wit 
Tamil Tigers militants in eastern Batticaloa 
district, police said (16 Sept.). Three Sri Lan- 
kans were killed when Indian soldiers and 
Sri Lankan police dispersed Sinhalese and 
Tamils who clashed in the eastern town of 
Trincomalee (78 Sept.). Twenty people w 
killed when a Tamil rebel camp near 
town of Vavuniya was attacked by a riv 
rebel g growp (22 Sept.). 

















i police prevented a group of Am er 
rom launching hot-air balloons acr 
kon 
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Cabinet changes as crises come thick and fast 


Cory's fading magic 


By Rodney Tasker in Manila 


here is a political air of hopeless- 

ness in the Philippines which in 
many other countries would spell immi- 
nent doom for the government. Now, 
more than ever, President Corazon 
Aquino is having to tap her fading magic 
to prove her administration is different. 

Reeling from the impact of an at- 
tempted military coup on 28 August 
which very nearly succeeded, Aquino 
decided to bite the bullet and sack the 
most trusted adviser in her cabinet, 
powerful executive secretary Joker Ar- 
royo. At the same time, she dropped 
another close colleague, her legal coun- 
sel and speechwriter Teodoro in— 
just one day after accepting the resigna- 
tions of her finance secretary, Jaime 
Ongpin, and foreign secretary Salvador 
Laurel, who remains vice-president. 

This was dramatic stuff even by the 
standards of a country which swirls in a 
cloud of seemingly endless political 
crises. By reluctantly dropping Arroyo, 
Aquino was obviously trying to appease 
strong, critical forces in the military and 
Dusiness community who had labelled 
him — probably unfairly — pro-com- 
munist, and accused him of high-hand- 
edness and inefficiency. Ongpin’s de- 

rture caused far fewer ripples, and 

urel had become so unpopular in the 
presidential palace that his departure 
was only a matter of time. 

But the cabinet reshuffle was set 
against a backdrop of more fundamen- 
tal, potentially more deadly daggers 
aimed at the heart of Aquino’s adminis- 
tration. Coup leader Col Gregorio 
Honasan, enjoying an almost cult-hero 
‘mage, remains at large with several 
12undred rebel troops. The armed forces 
remain seriously fragmented, united 
oosely by their distrust of the civilian 
government. The communist New Peo- 
ple’s Army (NPA), taking advantage of 
this factor and lingering confusion in the 
aftermath of the coup, has stepped up 
its violent campaign against the govern- 
ment. And yet another assassination of 
a leading political figure — this time, 
youthful leftist militant Leandro 
Alejandro — has further polarised the 
increasingly violent forces of the Left 
and Right, and eroded the govern- 
ment's authority. 

While no one doubts her honesty and 
integrity, Aquino is increasingly seen as 
a leader who is losing the ability to hold 
the democratic centre. She failed to 
exploit the political potential of the 
adoring multitudes who swept her to 
power in February 1986 to push through 


10 


hazardous but necessary strong policies 
such as land reform. She took the mili- 
tary for granted, mainly because it is led 
by the general who helped place her in 
power, chief of staff Fidel Ramos — 
who is himself one of the main targets 
of unn ng in the ranks. And she 
realised too late that the only way to 


deal with the communist insurgency is 
to use the stick before the carrot. 
Consequently, while Aquino was 
loved before she is now liked, and the 
worship she enjoyed has been whittled 
down to respect. A leader's personal ap- 





peal is very important in the Philip- 
pines, even though Aquino has diluted 
this requirement by commendably 
ushering in full-fledged democracy after 
1S years of one-man rule under Fer- 
dinand Marcos. 

der eee many well-wishers interna- 
tionally still express strong support for 
her administration, but even the US 
Government is quietly starting to look 
at its options in the event that she 
does fall from power — despite Presi- 
dent Reagan's constant flow of personal 
assurances of support. The more pes- 
simistic neutral political observers in 
Manila talk about her survival in terms 
of up to one year, while optimistic fig- 
ures in the legal opposition give her 
until the end of this year. 

Both could well be proved wrong as 
the president continues to display more 
political mettle in dealing with both her 
person foes and her allies. Those who 

now her well say the deeply religious 
Aquino will never volunteer to stand 





down before her term expires in 1992, 
mainly because she feels she has an al- 
most divine obligation to carry out the 
legacy of her murdered husband, Be- 
nigno, whatever the consequences. 

Yet external forces may trip her up. 
Respected Manila columnist Amando 
Doronila, normally a sober and accu- 
rate commentator on the Manila politi- 
cal scene, wrote a front-page analysis in 
the 22 September issue of The Manila 
Chronicle warning that “the nation is 
teetering on “the edge of another 
emergency.” He added: “The crisis 
sparked on 28 August by the coup at- 
tempt, the stepped-up attacks by the 
communist insurgents on the fractured 
armed forces and most recently the as- 
sassination of Lean Alejandro are push- 
ing us inexorably to the brink, and the 
issue pressing the Aquino government 
is whether it will use emergency powers 
to overcome this crisis.” 

The government has denied that 
there is a need for an emergency, or the 
declaration of another round of mar- 
tial law. But Ramos, speaking to the 
Foreign Correspondents’ Association 
of the Philippines on 22 September, 
confirmed that since the coup attempt 
the security forces were losing an aver- 
age of 4.4 men a day at the hands of the 
NPA, compared with three a day in the 
immediate preceding period. 


he assassination of Alejandro, sec- 
retary-general of the large Bayan 
leftist umbrella group, sent other visible 
leftist figures literally scurrying for 
cover, thus heightening the prospects of 
tit-for-tat murders by death squads of 
both the Left and Right. Alejandro's 
murder, as he sat in his car in the 
Manila suburb of Quezon City, follow- 
ed the similar August assassination of 
Local Government Secretary Jaime Fer- 
rer, and the killing of popular leftist 
labour leader Rolando Olalia last Novem- 
ber. The NPA'sinfamous Manila-based 
Alex Boncayno liquidation brigade 
vowed to avenge Alejandro's death. 
Some political analysts said the 
murder of Alejandro, who was former- 
ly a prominent student leader who 
had never joined his colleagues in the 
underground Left, was almost expected 
in the current political climate, and point- 
ed a finger at Honasan's rightist rebels. 
Honasan is leader of the main faction 
of the Reform the Armed Forces Move- 
ment (RAM) group, an organisation of 
intelligent, dedicated officers whose ap- 


peal for a stronger government ap- 
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| REVIEW he thought the young a 









“|. outthe armed forces. - 


^j^. A close colleague of Honasan, while. 
||. denying that RAM elements were in- 


volved in Alejandro's murder, told the 


| onel would continue. to apply 
confrontational, propaganda warfare" 
against Aquino's government while he 
successfully eludes pro-government 
forces ordered by Aquino to find him. - 


Whatever his professed altruistic” 


motives in launching a bloody coup at- 
tempt which had many senior officers 
and their men in the armed forces wav- 
ering in their loyalty until the elite 
Marines spearheaded the successful 
counter-attack, Honasan is considered 


by màny political analysts to have been ^ 
_ acting in coordination with, if not on be- 

1 half of, his former boss, Juan Ponce En- - 
Honasan was Enrile's security | 


rile. 
chief when the latter was defence 


..] minister under, both Marcos. and. 


Aquino. 


col- 
d ied | 


d a more forthright military leader- - i 
^ ship — an implied criticism of Ramos — - 
` has struck a responsive chord through- i 

















Lure had Sandved Aaus by mak- 


* a tour of 12 military camps and ask- 
ing rhetorical questions of assembled 


soldiers and officers about whether they 
felt there were communists in the gov- 
ernment, and asking if they had faith in 


the military leadership. Laurel publicly 


announced that the government was 
being too soft in its campaign against the 
communist insurgency. 


n - fact, according — tc military 
scurces, lack of faith in Ramos, be- 
cause of what is:seen to De his weak 
leadership, and personal allegiance to 
Aquino, is probably a more widespread 


 grievance among the armed forces than 
any soft- E on the NPA. On top 


of that, there is concern among military 


analysts that Ramos insists.en personal | 


command of the 86 operational battal- 
ions in the armed forces, effectively cut- 
ting out army commander. Brig.-Gen. 
Restituto c o. in the control of oper 


The REVIEW has learned that En- rE 


rile withdrew P3 million (US$147,000 


| from his bank three days before the 28 j 


August putsch. Enrile, now a member 


of the newly elected senate, has denied | 






prior knowledge of the coup attempt 
sa to join Enti Laurel is amo E 


Ply 


ud to assume the — E 
shoulé d Aquino fall, he has broadcast his T6 


intention to join the ranks of the opposi- | - 


tion. In his own words, at a press confer- | 


ence after his resignation.on 16 Se 
_ tember, he will support Aquino when 
“he feels she is right but oppose her when 
she is wrong. 

Laurel made clear that he thought 


the president had reneged on an agree- | 
ment the two had when he eventually 


agreed to run with her against Marcos in 
the February 1986 presidential election 
as hér vice-presidential candidate.. He 
|. thought he would be prime minister, 
^L and thus run the government under her 

| figurehead shadow. Instead, he served 
only a few hours in the role of prime 
_ minister before. Aquino scrapped the 
. position, and then he found himself 


"looking at the cabinet from the out- 


side," with no decision-making powers. 
Laurel is a landed, wealthy politician 


in the traditional Filipino mould, but. 


| while he nurtures barely concealed am- 
. bitionsto become president, he is a poli- 


| tical lightweight compared with Enrile.. 


That was why Aquino was quite pre- 


pared to accept his resignation at a very. 


| PA ino-style two-hour meeting in 


alacanang Palace on 16 September in 


which the president was seated with her. 
| brother; congressman Jose Cojuangco,- 
brother-in-law Agapito Aquino, and 
. | mother-in-law Dona Aurora Aquino, 





| while - Laurel was. accompanied by 


forces, 


ations against the increasingly menacing 
NP 

‘Ramos is from the Philippine Con- 
sta»ulary (PC) rather than the army, 
and there is some resentment in the of- 
ficer corps that another: PC. officer, 
Lieut-Gen. Renato: de Vila, was re- 


cently appointed to the position of vice-: 
chief of staff, and is presumably Ramos’ 
anointed heir. Many feel that while de 


Villa is a capable, likable officer, he is 
toc beholden to Ramos, and that in any 
case the next chief of staff should be an 
arr1y man, or at least not PC. 

Aquino must be aware of Ramos’ ap- 
parent unpopularity withim the armed 


cos, The REVIEW has rehably learned 
thet she offered him an ambassadorial 


post, or the head of a new department | 


— à reconstituted interior department, 
- or department of public sz 
wake of the 28 August coup attempt. 

But, according to relia 















.ineidentally, also covet 


under Aq 


‘Vicente Jaime, has to grapple: wit 


with iat éaticual Finance institution 


-daling the country’s US$28.2 billion 


‘Navarro.— for allegedly trying to man 


Arroyo-were classmates in the U 
despite her own personal. 
| gratitude to him for helpingto oust Mar- 


foreign businessmen's liking. Aquino 
for one, would like to slow down the ac 
„tion — offering a better chance fot 


"Own survival as well as that of her. 
le sources, | try’s 


ety —in the 















Ileto as defence secretary: 
during his ear of political 


Perhaps the biggest loser in th e 
rent period of political uncerjalnty is 
Philippine economy. On } 
sor as fimance secretary, fo 
works secretary and investment ban e 





situation in which renewed jitters in thi 
wake of the coup attempt have mad 
vestors tiervous again and led to some 
foreign buyers cf Philippine export 
ducts cancelling orders. This has erode: 
ope of achieving the 6.5% growt 
target for the year, following a year it 
which the economy had consistenti) 
shown positive oo 
Bankers and businessmen are adopt 
ing a wait-and-see attitude towar 
Jaime who, like Ongpin, is expected 
adopt à moderate stance in negoti io n 









































































amd commercial banks over resch 


foreign debt. 

It was the outspoken Arroyo's sca 
thing remarks about three prominen 
Filipino. businessmen — Raul Concep- 
cion, Cesar Buenaventura and Rizalin 


ipulate the presidency for their own eco- 
nomic gains which helped precipitat 
the former executive secretary's demise 
Arroyos successor, his former deputy 
Catalino Macaraig, is a quieter, mort 
apolitical figure even though he an 


versity of the Philippines College o 
law. 

Tae i uiprnee political climate. 
moving too fast for both domestic an 
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THAILAND 


The Class | chums 


Gen. Chaovalit shuffles his own men to top army posts 


By Paisal Sricharatchanya in Bangkok 


NE Thai military reshuffle this year, 
which included some surprise ap- 
pointments, appears to have strength- 
ened the position of army commander 
Gen. Chaovalit Yongchaiyut, who is 
due to step down next year in vol- 
untary early retirement. Chaovalit has 
promoted several of his former military 
academy classmates to the top slots in 
the army, the most powerful of the three 
armed services. 

The new appointments are vital not 
only to ensure a continuation of the 
army modernisation programme Chao- 
valit has initiated, but also to pro- 
vide a significant base for the 55-year- 
old political-cum-military strategist in 
the post-1988 period should he choose 
i enter politics as is widely expect- 


Most military-affairs analysts see the - 


latest promotions, which involve 72 
senior army officers ranging from the 
ranks of colonel to four-star general, as 
reflecting Chaovalit’s handiwork — 
with Prime Minister Prem Tinsulanond, 
on the sidelines, apparently giving his 
endorsement. Commented one: “The 
changes show Chaovalit is damn confi- 
dent about his own position.” The re- 
shuffle, which becomes effective on 1 
‘October, also affects another 184 senior 
officers from the navy, air force, su- 
preme command and Defence Ministry. 


Moving up are army chief of staff. 


Gen. Wanchai Ruangtrakul and deputy 
chief-of-staff Lieut-Gen. Charuey 
Wongsayant who, respectively, become 
deputy commander and chief of staff. 
One of the two assistant commanders, 
Gen. Sunthorn ‘Big George’ Kongsom- 
pong, becomes the Supreme Command 
chief of staff, a largely ceremonial but 
nonetheless key position under its 
newly streamlined structure (REVIEW, 
27 Aug.). The three are all graduates 
trom the Chullachomklao Military 
Academy Class I, as is Chaovalit; 
Charuey in particular is a close friend of 
the commander. 

Although Chaovalit has emphasised 
that this year’s promotions are based on 
a combination of “seniority and capabil- 
ity,” class affiliations from academy 
days are as part-and-parcel of Thai mili- 
tary life as are personal ties and linkages 

n the military's patronage system. The 

other key appointment is that of Lieut- 
Gen. Suchinda Kraprayoon, leader of 
the powerful Class V graduates, who 
rises from deputy chief of staff to 
the four-star slot of assistant com- 
mander. 

Remaining in his post is the other as- 
sistant commander, Gen. Pichit ‘Big 


Sua’ Kullavanich, a West Point gra- 
duate and member of Class II whose 
military fortune appears to have been 
eclipsed partly because of his past affili- 
ation with former army commander 
Gen. Arthit Kamlang-ek. 

Sunthorn’s transfer to the Supreme 
Command came as a surprise as he was 
tipped to become deputy commander, a 
slot to be vacated at the end of Sep- 
tember by the retiring incumbent Gen. 
Pisit Hemabutr. It is in this light that 
Wanchai's promotion was equally unex- 
pomen he was previously seen as a 
ikely candidate for the Supreme Com- 
mand post. | 

A veteran staff officer known to 
idolise Chaovalit, Wanchai's promotion 


theoretically makes him -ai 


the most likely successor 
to Chaovalit after Sep- 
tember 1988. But Wan- 
chai's mild manner and his 
questionable ability to 
handle contending forces 
in the army, many analysts 
argue, does not rule out 
the possibility that Sun- 
thorn may stage a come- 
back to have a crack at 
the army top post next 
year. - 
Although he had in the 
past displayed an unsway- 
ing loyalty to Prem, the di- 
minutive but energetic 
Sunthorn has acquired a 
controversial image over 
the past year for fre- 
quently being at odds 
with politicians. On the 
other hand, his go-getting 
style makes him a perfect 
choice to give the Supreme 
Command an effective armed-forces co- 
ordinating role. With the positions of | 
the supreme commander and three de- 
puties left vacant in the reshuffle, 
"eror sr effectively emerges as the 
OSS. 





—  — 


hichever scenario transpires in 

1988, Chaovalit is assured that 
some of the projects he has initiated — 
notably the programme to turn the army 
into a smaller but more effective fight- 
ing machine and the “greening” of the 
northeast — will be followed up by his 
trusted classmates. 

Below the top echelon, the few 
prominent promotions for Class V 
members — including that of Suchinda 
and Anti-Aircraft Artillery Division 
commander Maj.-Gen. Viroj Saeng- 
sanit, who becomes director of ter- 








ritorial defence — may portray a less 
than accurate impression that they 
are not getting their share of the army 
pie ! 


Suchinda and his group, in fact, re- 
main the most powerful bloc, retaining 
control of seven combat and combat- 
support divisions, or roughly half of the 
army's total divisional formations. To- 
penen they form the crucial support 

ase for Prem. The only unit they are 
losing control of is the 11th Infantry Di- 
vision — its command shifts to a Class 
IX counterpart, the 9th Division com- 
mander Maj.-Gen. Mongkol Amporn- 
pisit, one of Prem's trusted aides. 

Notwithstanding half a dozen other 
Class V members who are elevated from 
special-colonel to major-general ranks 
in less important jobs, the group's seem- 
ing slowdown in the promotions stakes 
is partly a response to its meteoric rise 
since the abortive Young Turks coup of 
April 1981 and the fact that fewer va- 
cancies are available because less than 
30 army generals are retiring this year 
compared with 125 last year. 

: While the promotion of 
Class VIII members, who 
are largely deputy divi- 
sional commanders, has 
been blocked as a result of 
Class V's retention of the 
key divisional commands, 
some analysts see the 
selected motions. of 
members from classes IV 
and IX as evidence point- 
ing to Chaovalit's appa- 
rent desire to counter-bal- 
ance the influence of Class 
V 


The promotion of Ist 
Army Region deputy com- 
mander Maj.-Gen. Yut- 
thana Yaemphan, a Class 
IV. member, to assistant 
army chief of staff for in- 
telligence is one example 
— Army Intelligence Di- 
rector Maj.-Gen. Thavorn 
Rattanawadi, a Class V 
member, could have been 
a more appropriate candidate. All com- 
manders of the four army regions and 
Special Warfare Centre — includin 
two members each from classes IV an 
V as well as one from Class II — retain 
their positions. 

Surprises were also in order for the 
navy and air force, where the top slots of 
navy commander and air-force com- 
mander as recommended by the retiring 
incumbents, were overruled. The ap- 
pointment of assistant air-force com- 
mander Voranart Apichari as the new 
commander prompted a bitter protest 
from the retiring incumbent Prapan 
Dupatemiya who had nominated chief 
of staff Kaset Rojananil. A similar 
change was effected in the navy where 
assistant. commander Prapat Kris- 
nanachan was named the new com- 
mander. o 
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In 1986, swaps emerged as one of 
ttest new products developed by the 
ment banks. 

| They also became the most 

m sunderstood 





While some companies 
considered them too intrcate anc 
exotic for their immediate needs, 
others (conversely) thought swaps 
were far too simplistic for their 
complex long-term strategies. 

A few brave treasurers 
; from both camps decided to test 
the water and, almost overnight, a star was bom. 
We d like to explain why. 

A swap is no more, nor less, than 
-. the trading of one type of financial 
. commitment for another. 
vus For instance, you ve borrowed at a 
-oati ing rate, but your income during the debt 
perio jod is fixed. 
zT .—. Obviously, you dont like tne 
xposure of mismatched income and debt 
‘streams, so you simply swap your floating rate 
for a fixed one. 




















































Or you're in for a tough 
time because you have US dollar 
assets and Yen liabilities (who 
doesn t?). 
So you swap your Yen 
debts for US dollar debts. 
be Or your Swiss Franc 
-assets for Sterling. 
i You can ever swap a 
E floating debt in one currency for a 
: fixed one in another. 
| By now youre asking: 
how can anything this good be 
simple? 

Like this. 


i. You want to swap your floating 
interest rate for a fixed one. 

| | Youre paying LIBOR + %% right 

- now, which is say 7%. But you believe the rate 

-will rise over the period of the debt 








Chase offers you a fixed T 
say TV». E: E 
We then 2 agree to pay you the : 
floeting rate and you 1 pay us the fixed. 
If the rates rise, you win. 
And even | r they don't, you stil 
— decause now you ve created interest. rate 


certainty. 


pow 
Cn ana 















In fact, shert-term maturity intere 
rate swaps have become so popular, we've put 
them on the screen. 

We offer to swap interest rates over 
a wide range of matur ties based on rates 
which we quote on the Reuters screen. We re 
the only bank that does. 

So when you find the one you 
need, you just call us.and execute the. /c 

Okay, so it all looks wonderf 
simple and youre ver, happy for the: 
who can use those swaps, but you ve big 
problems than mismatched interest. rates. 
currencies. 





sou have an oi Based 


Lets say \ 
1 Yen debts, and. the 


income and long-term. 
future is looking pretty | 
We can dc swaps that wi 1 
substantially reduce your exposure by matc 
your income arc expense streams. = 
We can dc swaps that will solv 
problems so complicaed it would take all. 
to explain them. P B 
So call us. and tell us about ol 













problems. — 
We I! listen. ther explain wt it 
think we can do for vcu. n 
Maybe the answer wont even 
swap at all. 
But there. will be an answer. 
Because we're a global bank wi 
network doing business around the world, ; 
a staff of professionale with a thorough 
command of the grow ng range of new financi 
products and services. 
Which means more solutions than 
you have problems. 












For further information contact your Chase Relationship Manager er one of our swaps: desks Bangkok 2-252141 5. 
Beijing 1-5005566 Bombay 22-274516 Hang Kong 3-843 á 
Kuala Lumpur 3-261001 1 Seoul 2-758521] Singapore 330 4432 Taipei 2- 5213 1263 Tokyo 3-287-4153 
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At good hotels, guests come and go 

At great hotels, guests come and go and then return again and again 

At Inter-Continental Hotels, three out of four guests are so impressed with 
the luxury of our service, dining facilities and exquisite rooms that they return again and again 
So come to Inter-Continental 

For unsurpassed staff, for unforgettable meetings, for marvelous locations, 

for beautiful restaurants, for an incredible vacation, for real relaxation 

and a genuine welcome .. .Inter-Continental, again and again 


For reservations, please call any one of our 100 hotels worldwide or see ycur Travel Agent. 


JAKARTA MANILA SINGAPORE BANGKOK SYDNEY 

Some people say (s the Above all our many tine The Pavilion Inter ‘We call ourselves the The histone architecture of 
business 'acilines. others assets, the warmin Continental s tine reputation Business Resort the restored treasury 

say its the 23 actes o! efficiency of our stat! iS à resull of the friendly We're right in the centre of buildings combined with the 
gardens but most of tne creates thal special Home courteous and efficient town, yet we re a low-rise mos! modern facilities and 
chents teli us LS the fine Away From Home service provided Dy our hotel surrounded by 26 acres personalised service create 
food and the frierdiy staff ambience which inspires our employees, it is for this of gardens. This, together the idea! business address 
tha! keep them coming back quests to return again and reason thal 70% of our with our warm traditional Thar in Sydney 

again and again again guests return again and again hospitality, is the reason why Stefan Bokaemper 
Behrouz Tamdjidi Eric Prueter Andrew Quinian our guests keep coming General Manager 

General Manager Genera! Manager General Manager back Sydney Inter-Continental 
Borobudur Inter-Continental Manila Inter-Continental Pavilion Inter-Continental Daniel Desbaillets Sydney 
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COVER STORY | ^ — SOUTH KOREA .. 


Speculation mounts over which opposition leader will seek presidency 


Two Kims, one job 


By John McBethand Shim Jae Hoon in Seoul 


Ci gf”. Will he or won't he, 
vj? he that is the question. 

ifr» And in the newly 
Xt tiny verdant pastures of 


^. (^, South Korean politics 


N the question really 










applies to just one 
^ person: veteran oppo- 


CAMPAIGNYTRAIL 
sition leader Kam Dae Jung. 


It is a guessing game the redoubtable 
Kim is playing t the hilt as an interested 


South Korean electorate looks forward 
with à measurc of trepidation to year- 
end presidentic] elections and perhaps 
to a new era in the country's turbulent 
49-year history. 

Looking fitter and more tanned than 
he has for years, the 63-year-old dissi- 
dent has been quick to get into his stride 
since his civil -ights were restored in 
June. Before, ke conducted interviews 
in his living raom or in a supposedly 
"bug-free" basement office. Now, he 
has moved to ninth-floor offices in 
Seoul's Yoido Island business district 
which are rapicly taking on the bustle 
and appearance of a campaign head- 
quarters as Kim plans his third foray 
into the countryside. 

Kim's refuscl to commit himself on 
the presidency has already opened a 
serious split in ais political marriage of 
convenience with opposition Reunifica- 
tion Democratic Party (RDP) president 
Kim Young Sam, who has made few 
bones about his determination to take 
part in the expected December show- 
down with rulmg Democratic Justice 
Party (DJP) lcader and presidential 
contender Roh ae Woo. 

Both Kims &uck together manfully 
during most of President Chun Doo 
Hwan's seven-year rule, resisting de- 
termined govergment efforts to under- 
mine their alliance and their morale. 
But that article of faith now looks de- 
cidedly dog-eared. The prize that awaits 
them in the new Jemocratic climate that 
has dawned in South Korea mav very 
well be too tempting to pass up. de- 
spite their pledg? to field only one can- 
didate. 

The pair have both had their share of 
political ep Ces vic iii In the lead- 
up to the 1971 residential race, New 
Democratic Party powerholders — not- 
ably centrist poli ician Yu Jin San — set- 
tled on Kim Young Sam as the candi- 
date. So confideat was Kim that he car- 
ried his acceptance speech in his pocket 
when he attended the September 1970 
party convention. 

But in a stunning break from the pat- 
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Kim Dae Jung: will he or won't he? 





narchal system that had dominated 
politics up to that point, Kim Dae Jung 
succeeded in overturning the seeming 
cut-and-dried consensus by appealing 
directly to convention delegates with a 
hard-hitting platform that. among other 
things, called for political neutrality in 
the military and an end to one-man dic- 
tatorship. | 

In the presidential election itself, 
Kam captured a surprising 46% of the 
popular vote in his narrow loss to presi- 
dent Park Chung Hee, who went on to 
rule for another eight years. More than 
ever today, the dissident leader is con- 
vinced he was robbed. 

“At that time, the people. were not 
strong enough to prevent massive elec- 
tion fraud committed by the. govern- 
ment on the initiative of the Korean 
Central Intelligence Agency [KCIA] 
and the police," he said in a recent inter- 
view. “Many people were convinced I 
won a substantial victory. ' 

The rivalry between the two Kims 
surfaced sharply again in 1980 in the 
wake of Park's assassination. Before 
Chun seized power and brought an ab- 
rupt end to opposition aspirations, Kim 
Young Sam was doing exactly what he is 


Rice and democracy: page 20 
South Korean Christ: page 42 


One is better than two: page 42 





criticising Kim Dae Jung for doing now: 


4 


barnstorming the country in an effortto | 


test his popularity as a presidential can- 
didate — and then at a time when the 
older Kim had still to have his civil rights 
restored, 


parisons in how they have sought to 
placate concerns over their rivaled 

think that whatever differences exist 
should be adjusted through the exercise 


| 


i 
y 


of moderation," Kim Dae Jung was — 


quoted as saying in a February 1980 
interview. A few days ago, he told the 


REVIEW: “We have enough time to | 


solve the problem, so we should have 
morc sncere discussion. l'm not so wor- 
ried about this." 

Not even Kim Dae Jung's closest 
aides appear to have an inkling of his 
game plan. “Who knows," one said. 
"Only he knows. According to him, 
it depends on the will of the people." 
But the so-called will of the people is 
extremely difficult to gauge in the 
light cf the great changes that have 
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There are also interesting com- 
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occurred in South Korea, not only in | 


morc recent months, but over the past 
16 years. 


Ke says he has been encouraged by 
the huge and surprisingly orderly 
crowds who greeted him on his early 
September trip to Kwangju, scene of a 
bloody uprising in 1980, and to his 
hometown of Mokpo on the southwest 
coast — the first time he has been al- 
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lowed *o venture into his native South | 


Cholla province since 1971. “It [the trip] 


was extremely exciting,” he said. “The © 


number of people were far beyond my 
expectations and the enthusiasm was so 
strong. ^ 

His second trip — this time to the 
notoriously conservative bastion of 
Taejon. 170 km south of Seoul — pre- 
dictably did not attract the same 
enthusiastic crowds. And though he 
plans te visit the western coastal city 
of Inchon, where a large turn-out 
could again be expected, he indicated 
in the mterview th 
a planned tour of Kim Young Sam's 
southern constituency of Pusan in 
Cholla's rival region of Kyongsang, 
where a warm reception is by no means 
assured 

It is uncertain whether this appa- 
rent change of plans will affect Ki 
Dae Jung’s promise to make a final 
decision on his candidature by the 
end of September, or possibly next 
month just before or after the national 


at he is putting off : 
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ipproves the newly comp 


san is clearly a bone of contention, 
eaders in the sprawling port city as say- 
ng that Kim Dae Jung should not con- 
emplate coming unless he is accom- 


son rival. 






joint campaign tour and has called on 






‘the RDP, to end his trips until the issue 
€f the candidature has been decided at a 
planned party convention in late 
October. Given that the RDP 
président is currently reckoned 
io command a 60-40 advantage 
among opposition lawmakers, it 
8 little wonder he is anxious to 
eep the debate within the fami- 





- Kim Dae Jung, whose support 
s among his Cholla consti- 
ents, low-income workers and 
erally younger voters, agrees 
running what amounts to an 
icial US-style primary — 
that appears to be aimed in 
| at dispelling his image, 
ted on him by critics, of a 
angerous radical. 

“Those who want to become 
esident should appear before 
e public to hear the people's 
itude [towards them] and 
at policies they want," he 
“It is strange that the 
jers don't want to risk such 
ps 
. Kim claims that his forays 
nto the countryside are de- 
igned to raise the electorate's 
pectations of political change 
d strengthen the progress that. 
ias been made so far towards | 
lemocratisation. Addressing a 
rowd in Mokpo, he declared: 
‘The army will be loved only 
when it sticks to its mission: of 
defending the country, other- 
owise the people will have to 
"unite and resolutely stop the 
“military from political interfer- 
| ence. I intend to stand in the 
| frontline of the people to make 
| democracy come true." 
|| Kim maintains that if he and 
|. Kim Young Sam are to have a | 
^ sincere dialogue, then both should first 
* submit themselves to the people's judg- 
|. ment — either jointly or separately. 
© “We have to decide who should make a 
concession," he said. adding: "This is a 
normal procedure." =. 
coin almost the same breath, he ap- 
peared to draw a linkage between that 
nd the RDP leader's refusal so far to 








ted 92 nationwide chapters, all in con- 
stituencies where the party does not 
have an elected representative. By fail- 


fringing its own regula ions. - 








ti utional amendment draft... But. “kne 2 


‘ith newspapers quoting local RDP | ¢ 
amed by his more moderate Opposi- | 


Kim Young Sam wants no part of a 


Kim Dae Jung, officially an adviser to 


M s f the spoils in Che 





anise the remaining 36 of its permit- - 


ing to do this, Kim said, the: party is in- 
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1astep. by | 
e number of | 
would Med 


“Many Western deum still hold to 
| the view they have had all along — that 
| Kim Dae Jung will ultimately step aside 
for Kim Young Sam, but only after he 
has worked his way into a much stronger 
bargaining position. 

“He needs good jobs for his follow- 
ers and he needs a position of power for 
himself,”-a diplomat said, explaining his 
analysis of the reasons behind Kim Dae 
Jung’s campaign. "From what I can see, 
the relationship between the party and 

the president would have to be 
resolved in a way where he [Kim 
Dae Jung] will have some influ- 
ence in the decision-making pro- 
cess." | 

Some analysts believe that 
though he would probably be to- 
lerated by the military, Kim 
Young Sam's success at the polls 
would not guarantee him the 
sort of power that Chun has en- 
joyed up to now. This in turn 
would allow for a more delicate 
balance between the presidency 
and the party, with the possibil- . 
. ity of Kim Dae Jung emerging as 
a much more influential figure 
than Roh was before his nomi- 
nation and the subsequent un- 
veiling of his 29 June democrati- 
sation package. 

However, balanced against 
that are the inner feelings of a 
man who is no doubt convinced 
. he has paid his dues and should 
now be allowed to reap his poli- 
tical reward. The second son of a 
middle-class Mokpo farmer, he 
claims to have survived five at- 
tempts on his life, including 
those by North Korean forces in 
1950 and by the Chun regime, 
which initially sentenced him to 
death on dubious charges of in- 
citing the 1980 Kwangju upris- 
ing, in which 191 people are offi- 
cially said to have died. 

In the middle of the 1971 
presidential campaign, a truck 
ran into his car, cracking a 
hip bone and leaving him with 
a permanent limp. Kim claimed 
it was an assassination attempt 
by Park supporters, but Kim's 
former bodyguard, Ham Yun 
Sik, says in a recent book that it was an 
so it’s the people's sense that they accident and that his employer skilfully 
want a president from somewhere | exploited the incident to win public 


else." | sympathy. 
| | Perhaps his most dramatic and best- 
sias of that statement on. 16 | 
September, he sought to back-ped- | 
| 
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| himi in s political ii limbo: 

Opinion over whether Kim Dae Jung 
will run or not is sharply divided and 
fluctuates according to an individual's 
perception of the confusing array of sig- 
nals he gives out. In a conversation with 
the REVIEW two months ago, he said: 
"We have had presidents from 
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nada re d rid his cad 


Komen: for many years now, 


documented escape from death came 
dle, saying it was a very sensitive issue. 


two years later, in August 1973, when 
he was kidnapped by KCIA agents from 
Later he made the point that if Kim 
Young Sam accompanied him to Pusan, it 


a hotel in Tokyo where he had lived in 
exile since the declaration of Park's 
would help smooth over the historic re- | harsh Yushin Constitution. Anaes- 
gional differences which continue to 
prevail between Kyongsang and Cholla, 
.though he was far from clear on how 
joint visits would. determine. the 


thetised and bundled into the boot of a 
car, he was later smuggled aboard a 
waiting South Korean freighter some- 
wheres in Japan. : 





Kim claims, and authoritative 
sources confirm, that it was only the in- 
tervention of an Okinawa-based US 
Central Intell:gence Agency aircraft 
which flew ove- and dropped a warning 
flare on the ship in the Sea of Japan that 
saved him fram being bundled over 
the side chained to a large boulder. 
Days later, he was pushed blindfolded 
out of a car — and was stunned to 
find himself im front of his home in 
Seoul. 

Some SoutF Korean observers be- 
lieve Kim was targeted for death be- 
cause he had fcunded and was running 
the Japan-based Mintongyon, the Ko- 
rean National Unification League, 
which was threatening to 
become an emoarrassing 
government-in-exile. It is 
still not clear who actually 
ordered the operation, 
but in the erd it suc- 
ceeded in undermining 
Park's legitimacy, turning 
Kim into an internation- 
ally recognised figure 
whose subsequent trials 
and tribulations became a 
compelling focus for cri- 
tics of the  military- 
backed regimes dracon- 
ian policies. 


ost concern over 

Kim Dac Jung's 
possible candicacy rests 
on the reaction of the 
military. One Asian am- 
bassador said if Kim 
runs, it cculd be 
“counter-productive and 
suicidal” — a view that 
appears to be shared by 
influential Roman Catho- 
lic prelate Cardinal 
Stephen Souhwan Kim. 
In recent weeks Cardinal 
Kim has advised the 
politician Kim, both pri- 
vately and through a 
US congressioral inter- 
mediary, that Fe should 
stay out of the rece. 

"Korea is no: a Catho- 
lic country," Kin Dae Jung is reported 
to have responded. But such apparent 
flippancy belies zenuine concern, inside 
and outside the zountry, that his candi- 
dacy could endanger the entire demo- 
cratisation process. 

US Assistant Secretary of State Gas- 
ton Sigur told rewsmen during a just- 
ended visit that he could not conceive 
any scenario where military interven- 
tion would be justified. It is statements 
like these, and no doubt a degree of 
pressure behinc the scenes, that Kim 
feels have greatly contributed to the 
staying in | ne. 

im contends there is a serious mis- 
understanding among army officers 
about him and sc ys that if he was ever in 
a position of power he would summon 
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military leaders for an exchange of 
views on security and how to combat 
communism. “A huge majority of mili- 
tary people are unwilling to get involved 
[in politics]," he argued. “They want to 
remain neutral unless our security is 
jeopardised.” 

But US officials concede they are 
worried. “It is still a question of whether 
they would accept Kim Dae Jung in the 
long run," said one well-placed source. 
"It would be a tactical decision whether 
they would move before the election [if 
Rch was in danger of failing], or whe- 
ther they would do it immediately 
after." 

A US source said he does not be- 
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lieve there is any single faction in the 
600,000-man army capable of initiating 
a power play on its own, but there is no 
doubt that the feeling of antipathy to- 
wards. Kim is shared by most officers, 
even those who profess to support 
guided democratisation. The reasons 
far this are varied and based at times on 
different perceptions and obscure frag- 
ments from Kim's strongly dissident 
pest. 

Official sources said Kim became a 
member of the South Korean Com- 
munist Party shortly after the country's 
independence in 1945. He started his 

itical career by joining the Left-lean- 
ing preparatory committee for the 
founding of the first independent gov- 
ernment, led by Yo Un Hoia, one of 


the nation’s early democratic socialists. 
Other sources insist Kim was much 
more than a simple 'eftist and was part 
of a cemmunist mob which sacked and 
burned down the Mokpo police station 
in 194%. 

Kim has conceded he once belonged 
to an organisation 5f former commu- 


nists, Dut only as a financial support- | 


er. “All these accusations of my being a 
commanist amount ~o a political smear 
campaign,” he told the REVIEW. “They 


are absolutely grourdless. I totally op- — 


pose communism and I support strong 
security.” 

South Korea’s multiple intelligence 
services, however, make no secret of 
their possession of an im- 
pressive dossier on his 
early life in the country's 
leftist movement, in- 
timating that his current 
identification with radical 
dissidents stems from his 
unchanged philosophy. 
Kim's 971 campaign call 
for the abolition of reser- 
vist forces only served to 
sharpem such suspicion, 
as have his more recent 
proposals for a North- 
South confederation 
aimed at laying the 
groundwork for eventual 
reunification. 

The opposition leader's 
ideological background 
will almost certainly 
emerge as a major cam- 
paign issue if he stands in 
the coming election, with 
the ruliag party using it as 
a weapon to frighten con- 
servative voters. 

Seoul has been rife 
with rumours of a possi- 
ble military-triggered 
"crisis" in September or 
October. But with. only 
a year *o go now before 
the 1988 ul Olympic 
Games, an event that is 
widely seen to signal 
South Korea's coming-of- 
age as a developed na- 


tion, a senior government official said: 
"There may be a few politically ambiti- 
ous officers, but they are not the mas- 
ters of the army. These will be no crisis. 
If one cccurs, it is going to set us back a 
decade and will be a matter of life and 
death among tae Korcan people." 

The official pointed out that if any 
crisis Of this nature was to have occur- 
red, it would nave come in June when 
the country’s powerholders were faced 
with the conscious choice of either pro- 
ceeding along democracy's path, with 
all the uncertainties taat may entail, or 
falling back tc the dzys of martial law 
and military rule. Any move now to halt 
the continuing process of liberalisation 


could only lead to massive confronta- 


tion. 
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” At the wheel of a taxi 
s hurtling towards the 
b s vA strike- -bound Hyun- 
3.19 dai Shipyard in this 
oP i 'isouthern industrial 
NER of Ulsan, the 
Noi driver, Pak Myong 
| Uk, cursed the recent 
: state of affairs. The strikes had cut his 
~daily income by 30%, he grumbled. 
e “The workers shout ‘Democracy! 
| democracy" but they're not ready for 
dt vet," he said, criticising Hyundai's 
M. ‘000 shipyard workers who had ran- 
sacked Ulsan City Hall five days earlier 
on 3 September, smashing windows and 
setting alight furniture. In the ensuing 
melee with riot police firing tear gas, a 
ar-old worker, Chae Tae Chang, 
hit by a truck and died. € 





taxi driver, whose colleagues had 


city of I0 million people. After all, 
Ulsan was among 30 cities and towns in 
the provinces which had held anti-gov- 
rnment demonstrations last June, forc- 
ing President Chun Doo Hwan to con- 
ede a liberalisation package of political 
and social measures. Pak, and many 
others in the cities and countryside of 
South Korea, are becoming aware that 
their new political freedoms also bring 
new uncertainties — democracy is 
changing past authoritarian relation- 
ships which made for a controlled 
society and a stable economy. 

/' The scarred Ulsan City Hall sym- 
bolised the many problems facing South 
. Kórea's transition from one political 
order to another. On top of all the belt- 
tightening and hard work which has 
. gone into industrialisation, the country 
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Roh on the 


> By Nayan Chanda in Washington 









congressional leaders of the 
proach. However, an 
e woul 


: It was an unexpected comment from 





launched a similar strike only days be- | 
fore in Seoul, paralysing transport inae 













ud W hile the Reagan administration is pleased vith the; pro- 
i: gress of democratisation in South Korea, officials are 
- keeping their fingers crossed for the outcome of the presi- 
dential election in December. During his visit to Washing- 
ton on 14-15 September, the ruling Democratic Justice de 
Party's (DJP) nominee Roh Tae Woo sured officials and e s si» 


< We 
_its economy rests on the strength. ofa 
handful of conglomerates operating on. 
large government credits. : 
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now faces.a new wave of challenges 
from minjuhwa, or democratisation. 
Coping with the change is a challenge 
for workers and management. 

^We had to read the labour laws for 
the first time to find out how to work out 
a peaceful solution," said Choi Jae 
Seon, vice-president of Shinho Paper 
Manufacturing Co., located in Onyang, 
115 km south of Seoul. "We're all learn- 
ing together.” 

The higher the learning cost, in 
terms of lost industrial production and 
exports, the more guarded is the re- 
sponse of the average person — espe- 
cially in the provinces. To most people 
outside Seoul, 70% of the country’s 42 
million population, events in Ulsan 
have jolted them back to the reality that 
South Korea remains fundamentally 
ak in its industrial structure and that 





Most South Koreans want demo- 
cracy, but not at the expense of broken 
rice bowls — they were freed from the 
worry of filling their bowls only in the 
mid- 1960s. 

' Every aspect of Ulsan's economic 
life depends on Hyundai, which em- 
ploys 70,000 workers and produces 
everything from cars to ships, from fur- 
niture to the bean curd consumed by its 
employees. Hyundai plays an m 
role.in running schools, a university, a 
hospital, a tourist-class hotel and even a 
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department store. On payday, at the - 


end of each month, the workers and 


their families descend on the city's en- 
tertainment spots in their tens of 
thousands, spending hundreds of mil- 
lions of Won, lubricating the wheels of 
the city’s economy. 


Eros Be adn 


| House. exa Fare in 


raucous, 





A e situation in Ulsan reflects in | 
microcosm how dependent the entire 
country's economy is on big business. 
And with Hyundai and other big busi- 
ness groups reeling under the impact of 
if democratic, unionism, the 
whole country was beginning to stagger 
under the blows of the wildcat strikes. 
In turn, their impact was trickling down 
and frightening people like Pak. 
The impact of the strikes and grow- 
ing alarm over campus radicalisation 
have pushed provincial people to re- 
| 
| 





examine the thinking of their sons and 
daughters at university. The generation 
gap has so widened that its seriousness is 
beginning to rival the provincial 
“localism,” which divides southwestern 
Cholla from southeastern Kyongsang. 
In South Korea's second largest city 
of Pusan, an hour's drive from Ulsan, an 
export-company executive was angered 
by the current polarisation in political 
thinking as well as among regions. Re- 
calling the weeks in June when several 
hundred thousand students and citizens 
in Pusan demonstrated against Chun, 
he said: "People here demonstrated for 
democracy, yes, but more against the 
government's dictatorial manner than 
to purport the student radicals." 


| 
thers are more worried about the | 
effect on economic performance of 
continuing student demonstrations. 
“Democratisation is fine but we have to 


realise how much we depend on exports 


for survival," said Kwak Mu Sop. a pro- 
fessor of international trade at Pusan 
Sanub University. 

Citing Taiwan's gradualist approach 
to political liberalisation, other academics 
in the neighbouring city of Taegu won- 
dered if the pace of current democratisa- 
tion should not be regulated from the top 
by the government. “The trouble is that 
everybody nowadays, students and pro- 
fessors alike, all want democracy with- 
out quite knowing what it is and how we 
should go about getting it," Kim Sung 
Kwang, a professor of medicine at 
Yeungnam University, said. 


Kim's university, for example, has 
been torn by strife between professors 
who want to approve their own chancel- 
lor and those who want to follow the 
school foundation's choice. Problems 
like this had seldom surfaced before the 
democratisation package of 29 June. 

With a growing number of urban re- 
sidents — about 60% of the country's 
population — worried about the politi- 
cal and economic implications of demo- 
cracy, the mood in the provinces is shift- 


| dency. North and South Kyongsan 


provinces can together deliver some 

million votes as against 3.5 million in 
Cholla. Seoul, with 6 million voters, will 
determine the outcome of the poll, 


. while votes in the rest of the country will 


| 


ing towards the political centre too. This | 


might be bad news for dissidents like 
Kim Dae Jung and Kim Young Sam, 
especially the former who is known for 
espousing the cause of student and 
other radicals. 

In the upper-class circles of Pusan 
and Taegu, the mere mention of Kim 
Dae Jung provokes grimaces. Under a 
succession of presidents from their area, 
the people of Kyongsang, long accus- 
tomed to enjoying the fruits of a na- 
tional economy heavily concentrated in 
their region, twitch with discomfort 
when discussing the possibility of some- 
one like Kim, from rival Cholla, becom- 
ing president. 

The age-old antipathy between 
Kyongsang and Cholla is again generat- 
ing the same kind of localism which 
marked the last free presidential elec- 
tion in 1971, when Kim Dae Jung nar- 
rowly lost to the late president Park 
Chung Hee, who was from Kyongsang. 

Park was re-elected to a third term, 
largely by appealing to regional pas- 
sions, and then rewarded Kyongsang 
with development projects while neg- 
lecting Cholla — letting it stagnate in 
agricultural backwardness. Park also 
had a clean sweep in South and North 
Chungchong provinces. His wife was 
from the region. Similarly, Kim 
monopolised the votes in South and 
North Cholla. 

Such an unhealthy voting pattern 
could repeat itself in the December 
election, if Kim does not mend fences 
with Kim Young Sam, who is from 
Pusan, over who will contest the presi- 











be split three-ways between the two 
Kims and the ruling Democratic Justice 
Party (DJP) candidate, Roh Tae Woo. 
It is curious how in this age of vastly 
improved communications and trans- 
portation, the people of South Korea 
can go on nurturing their arcient anti- 
pathy. Two decades of development 
under Park reduced travelling time 
from one end of the peninsula to the 
other to about four hours. About 95% 
of households have a TV and half have 
telephones, bringing them in direct con- 
tact with the world of the capital, Seoul. 


|: a homogeneous nation like South 
Korea, with no cultural or language 
barriers, the root of regional animosity 
probably lies not in any intrinsic differ- 
ences but in the feeling of the people of 
some regions that they have been by- 
passed in the process of industrial deve- 
lopment. 





Roh launches US tour. 


When  Kyongsang people talk 
about ^egional development, they offer 
the standard explanation that Park 
had to »egin with the base left behind by 
Japan in 1945. The Seoul-Pusan high- 
way runs along the railway the Japan- 
ese bult to ship rice to Japan through 


Pusan. Kyongsang also has many rivers 


to provide water for industry and trans- 
portation suitable for such heavy in- 
dustries as steel and shipbuilding, they 
say. 

Whale Cholla lacks these natural en- 
dowments, many have begun to wonder 
if the Park government was not overly 
discriminatory in refusing to locate even 
light industries there. Cholla, after all, 
has abendant manpower, as evidenced 
by its many migrants to Seoul, Pusan 
and other industrial cities. 

Chorla’s misfortune as the country's 
political backwater began in 1949 when 
its big landowners, opposed to the land 
reforms of the first president, Syngman 
Rhee, turned against the government. 
Geography has alsc worked against 
Cholla. During the wertime boom, most 
refugees packed into Kyongsang re- 
gions, helping to develop its commerce 
and early industries. But 
Cholla has a smaller population 
which has limited the growth of 
local commerce and industry 
and, in turn, inhibited the 
emergence ir the region of big 
trading houses such as Sam- 
sung, from Taegu, Gold Star, 
in Pusan, or Hyundai. 

Now, at the peak of South 
Korea's industrial revolution, 
Cholla has found a powerful 
voice for identifying its grie- 
vances in Kim Dae Bs who, 
through repeated jailings under 
a succession of military-backed 

overnments headed by leaders 
rom Kyongsang, has come to 
symbolise their pain and hope. 

In May 1980, when Chun 
arrested Kim, the people of 
Cholla erupted in an insurrec- 
tion at Kwangju that left nearly 








there had been fundamental changes in the country. “Roh is 
no liberal but he answered questions directly and he seemed 
to show recognition of the new political realities in [South] 
Korea,” said one source who was present at the meeting. 
While Roh's visit in itself was successful, a congressional 
source told the REVIEW: “The downside of it was that by 
meeting Reagan and Shultz he has paved the way for high- 
level meetings for Kim Dae Jung or Young Sam.” 

And a meeting between Kim Dae Jung and Reagan 
may have a more far-reaching impact on th Korean 
politics than Roh would like. Although there is consider- 
on eee pem 
candidate or whether the opposition will be split, there 
is a possibility that Kim Dae Jung could come to the US by 
the end of October to receive the “George Meany Award” 





presented by the US union umbrella group, AFL-CIO, at its 
Lira deg Miami. If that happens, unwi y Roh may 
have set a precedent which will allow the o leader's 
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stature to receive a boost, said the congressional source. 
Whether Kim Dae Jung ccmes to the US or not, State 
Department officials sav, many questions remain un- 
answered about South Korea's future. If the sees the 
possibility that Roh will be defeated. what will they do? If 
the government resorts to electoral fraud to ensure 
victory how will the opposition-and the general 
Will the opposition accept a less in a free el ? For the 
time being, the attitude of the army remains a key concern, 
heightened by President Chum Doo Hwan's statement that 
army intervention in some crises was different from a coup. 
Asked at a press conference in Seoul on 15 September 
about Chun's remark, Gaston Sigur, an assistant 
of state, said pointedly: “The way to solve the problems that 
arise in the political process is rot through military interven- 
tion. The way to resolve differences here is through consul- 
tation, through 
ward of the normal political precess.” 
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ernment, mindful of past neglect, is 
building new dams to harness the Kum 







-and Changsong have been improved to 
| provide more water for industry. The 
ration's second integrated steel mill, a 
part of the Pohang mill in. Kyongsang 
province, has been moved to the Kwang- 
yang Bay in Cholla. | 

"Phere are signs that such invest- 
ments and projects are beginning to 
mellow Cholla people, though they 
have yet to reverse their long-standing 
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ipport for US 


| mediately after the Vietnam War — 
-war in which Thailand and the 
ppines limited their involvement 
arily to the provision of bases for 
- US military and a small, symbolic 
ommitment of troops while the other 
intries. of the d dstaeg en- 





series of American presidents 
has political, economic and strategic iri 


out." Those reiterations, accompanied 
ak tlear manifestations of a continuing 
SES Drange 

minished the anxiety in Asean, or at 
ast diminished the requests for public 
assurances. But they have not di- 
minished public speculation as to whe- 
? piriting as to create an American 
"psychological paralysis" 
prevent Washington from acting aggres- 
-sively with regards to Southeast Asia. 


-Whether the US will retain a presence or 
oull out. Rather it is a question as to 


ive, forceful or phlegmatic — it will 


aave. The quality of the US presence 
seems to be measured by its overt role in 


country's anti-Hanoi resistance forces. 


i more about their collective cathar- | the. 
han the power of Kim's already con- thi 


„However, the picture of a backward. 
holla is rapidly changing. The central 


r'ver. The two reservoirs in Tamyang. 





Vets, to b wende aloud. whether the. 
was “pulling out” of the region and | 
ek constant, public assurances that | 


ive reiterated the position that the US | 


erests in the region and will not "pull. 


have apparently di-. 


ther the Vietnam experience was so dis- | 


that would. 
The question now is not so much | 


what sort of presence — active, or pas- 


:he- Cambodia situation, in particular | 
the aid it is prepared. to.extend to that. 
| own, national, unquestionable base in | 

The other side of the coin, however, | 





Chun's dd may. even account ‘for its 


election to the parliament in 1985 of at 


least two members from the ruling DJP. 


O utside Cholla, even bigger changes 
are occurring. — bringing more 
rural areas into the conservative arena, 
friendly to the central government. In 
March 1986, Chun inaugurated an am- 
bitious 13-year programme to move 
light industries to the countryside in an 
attempt to close the income gap be- 
tween city and country. 

Estimated to cost Won 1.5 trillion 
(US$1.86 billion), the programme is 
aimed at keeping the farmers on the 
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should show more 





tary pa 


seems to be very rarely discussed in 
Asean circles, whether overnmental Or 
private: that i is, if the US is to play an ac- 
tive role in Southeast Asia, the means 
by which it can do so will have to be 
created. A more mature relationship 


will need to be fashioned between the 


US and the ‘Asean countries. In brief, 


even assuming it is willing to do so, 


Washington cannot play the more active 
role Asean governments app 
would like unless the Asean states pro- 








vide the means by which it can do so. 


"This follows not from any desire to 


ensnare Asean i in an anti-Soviet alliance 





or condominium, but from two simple 
facts. The first is geographical and poli- 
tical. The second is cultural and histori- 
cal. 

The geopolitical fact is that by. virtue 


of sheer position, the Soviet Union is it- 


self an Asian power, but the US is not. 

Quite apart from the dramatically in- 
creased Soviet presence at the Vietnam- 
ese ports of Cam Ranh Bay and Danang 
— à presence initially made possible by 
US efforts in Vietnam — Moscow has its 


Asia. 7 
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‘them with non-farm | 
Allages. Incentives are 
ral juisition tax and other 
| administrative requirements waived for 
zt up to five years for factories relocating 
| 












outside Seoul. 

The small. county. Yongchon, popu- 
lation 140,000,.located between the 
highway linking Pusan and Taegu, re- 
flects some of the successes of this po- 
licy. Once an. impoverished farming 
area, conditions have improved. But 
still some 3,000 people a year migrate to 
the cities in search of jobs, and a typical 
farmer owns just 9,900 m? of rice pad- 
dies, which yield his family of five about 
Won 3.7 million a year, or 63% of an 
urban worker's wage. 

In line with central government po- 
licy, Yongchon has created 99,000 m? 
of industrial estates on which several 


Gerald Hyman 
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‘The eastern half of the Soviet land- 
mass is in Asia and one-quarter of the 
Asian landmass is in the Soviet Union. 
The Soviet Union has more than 50 divi- 
sions in Asia on its own territory at the — 
Chinese border. From its own eastern 
ports and its own barracks, the Soviet 
Union is at once a Pacific and an Asian 
power. 

The US may y bez a Pacific power but if 
so, it must be from home ports more 
than 4,000 nautical miles away. It is a 
simple, self-evident fact that if the US is 
to have a presence in Southeast Asia, 
it cannot do so without the direct, overt 
support, even participation, of Asean. 

With the exception of the Philip- 
pines, no other Asean country has of- 
fered such facilities. Instead, the pre- 
vailing attitude among Asean aca- 
demics, civil servants and political 
leaders is that the US should be present 
to balance the Soviet Union, but that it 
should be present in some other coun- 
try. A US presence — somewhere else. 
That posture may be understandable 
and, because of the Philippine bases, it 
may in the past have been realistic. But 
for the same reasons, it is no longer. 


he Philippines no longer provides 
certain facilities. Indeed, under some 


constitutional provisions, Manila could 
require a national plebiscite.to renew 
the bases agreements. 
| Filipinos opposed to the bases make 
two arguments. First, they do not want 
Manila — less than- 80 km by air from 
Subic Naval Base and from Clark Air 
Base — to be an initial target in a US- 
. Soviet confrontation. 

Secondly, for historical and cultural 
reasons, the Philippines is in a sense the 
one. Asean country least able to accept 
the bases. Albeit relatively briefly and — 
with certain mutual advantages, the US 





interpretations of its recently enacted .| 


small factories can be set up. “My job 
is to attract investors to use these 
estates and build up Yongchon, not 
wasting time over empty politics," Shin 
Tong Gil, the county chief, told the 
REVIEW. Shin said an average farmer in 
Japan derives only 17% of his total 
household income from the farm, his 
counterpart in Taiwan 25% while, by 
contrast, an average South Korean 
farmer depends on the land for 70% of 
his family's income. 


As in the early years of industrialisa- 
tion under Park, Yongchon has a 
new goal. “If Taiwan can do this, why 
can't we?" Shin asked. It could also be 
the central government's way of keep- 
ing the rural areas cordoned off from 
the contagious winds of an impatient 
democracy blowing from Seoul. 


was for a time a colonial 
wer in the Philippines. To 
e sure, Washington sought 
only temporary sovereign- 
ty, and the dep a8 was 
granted independence im- 
mediately after World War 
II without resistance, let 
alone violence. Neverthe- 
less, nationalism seems to 
require an adverse posture 
between colony and met- 
ropolis, and nationalistic 
Filipinos necessarily have 
an ambivalent attitude to- 
wards the US. 

On the one hand, Ame- 
ricans and Filipinos share 
many values — especially at 
the political level — and 
there are few Filipinos with- 
out relatives in the US. On 
the other hand, however, 
Filipinos are particularly 
sensitive, precisely because 
of the colonial experience, 
to charges that the Philippines remains a 
US colony — if only culturally or 
"psychologically." 

The perception, true or false, of a 
close relationship between former 
Philippine president Ferdinand Mar- 
cos and the US did not help. Until those 
four days of rebellion in February 1986 
which led to the ouster of Marcos and 
brought Corazon Aquino to power, the 
Philippine opposition continued to refer 
to the regime in Manila as the *US-Mar- 
cos conspiracy." None of the other 
Asean countries carries that historical 
baggage in its relations with the US, yet 
all are sensitive to the charge of being a 
US pawn. 

n the eastern side of the Pacific, all 
of this Asean reticence is not lost either. 
Americans hear constant calls for reas- 
surance about a US presence —coupled 
with an unwillingness to make that pre- 
sence ible — and sometimes, as in 
the Philippines, strident calls to remove 
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Chun's rural industrialisation pro- 
gramme started shortly after the disas- 
trous failure that attemded his live- 
stock-promotion policy cf 1984. At that 
time, farmers in many provinces dem- 
onstrated after cattle prices collapsed, 
their well fed cows being worth less than 
calves they had bought two years ear- 
lier. Caught up in the popularity of the 
livestock-promotion plan, under which 
farmers borrowed Won 600,000 from 
government to purchase cattle, nobody 
had foreseen that supply might exceed 
demand. 

“I told farmers that the government 
makes mistakes, just as they sometimes 
bite their tongues while eating," Shin 
said, recalling those tough times when 
he noticed farmers becoming politically 
susceptible to dissident outcries in 
Seoul. It has taken two years for the 


the US bases. Indeed, for the privilege 
of retaining a counter-balancing pre- 
sence to reassure Asean, Washington is 
allowed to support an enormous fleet, 
a 5.000-mile supply line to Hawaii 
(amother 2,000 miles to California). and 
a five-year, US$900 million "rent" for 
its Philippines bases which is constantly 
called, symbolically enough, a “steal.” 


Ne doubt, US security mterests are 
served by the Philippine bases. The 
US presence issurely not entirely altruis- 
tic. However, and this is the cultural 
and historical fact on the US side, there 
is a long, deeply rooted but generally 


Gerald Hyman, now a lawyer practis- 
ing in Washington, has studied Asian 


defence issues and has acted as a 
consultant to the US Defence Depart- 
ment. 








government to recoup its ppg d by 
writing off interest payments and ex- 
tending repayments ‘or the principal to 
1989. Shin now thinks he has turned 
back the anti-government tide. 
Nonetheless, Yongchon witnessed a 
rare anti-government demonstration in 
June, at the peak of the democr 
movement in Seoul. A small band of 
copie mostly card-carrying mem- 
rs of the local chapter of the opposi- 
tion Reunification Democratic Party — 
marched along its main street, shouting 
"Down with the military regime." But 
villagers ignored the demonstration. 
The on!y notable person participating 
was the one who marched at the end — 
the sole Roman Catholic priest of 
Yongchon. Witnesses said they thought 
he added a nice, colourful touch to the 
event. g 





underestimated strain of 
non-involvement, not to say 
isolationism, in American 
political culture. 

This cultural strain 
began with George Wash- 
ington, who warned Ameri- 
cans against “entangling al- 
liances” as he worried, with 
the country’s other found- 
ing fathers, that Americans 
would become sullied by 
and mired in the political 
rivalries or entanglements 
of other countries on other 
continents. That warning 
was the guiding principle of 
American foreign poli 
until World War I, whic 
was followed, until Pearl 
Harbour, by a return to 
isolationism. 

That tradition lies deep in 
the American consciousness. 
Indeed it has only been in 
the past two décide under 
the spectre of an expanding communist 
movement, that conservatives in the 
US have, ambivalently, abandoned 
isolationism and joined liberals in a de- 
bate not over whether but over how the 
US shouid be involved in foreign affairs 
and in the affairs of "others." 

Bu: lurking below the surface in 
American political culture is the strong 
impulse to pull back across the oceans 
and leave others alonc. Any attempt at 
“internationalism” in the US must 
run headlong against that atavistic 
impulse. 

The US reaction to the Vietnam War 
must be seen in that light. It is now the 
liberals who argue against US involve- 
ment, not because the world will sully 
Americans, but because they are likely 
to sully the world. It is not necessary, 
here, to analyse that misbegotten no- 
tion. It is enough here to note that 
“Yankee go home” rings a consonant 
note in the American psyche which is 












wont to agree and "bring the boys 
heme." . 

It is therefore a dangerous strategy 
to call for US withdrawal as a tactic to 
achieve higher subsidies or more com- 
mitments. It isastrategy which may well 
backfire. Those Filipinos who demand 
American withdrawal may well find 
their wish granted and, once withdrawn 
— as Vietnam has indicated — Ameri- 
cans are not likely to reverse course and 
re-engage. 

In that eventuality, the other Asean 
countries will bear no small measure of 
tke responsibility for a US withdrawal 
they could have helped prevent had 
they seen it in their interest to do so. If 
the US leaves the Philippine bases, it 
will move eastward. The exact location 
— Guam, Pulau, Honolulu — is not 
certain, but the direction to the east is 
cear. It would be disingenious of any 
Asean citizen to plead ignorance. 
























| be primary issues are of course 
bilateral. The Philippines is properly 
the guardian of its own sovereignty and 
only it can negotiate the terms for the 
continuation or renewal of the bases 
agreement. 

But if the other Asean countries 
have an interest in a continuing US pre- 
sence, they must act publicly and with 
reasonable dispatch since the bases 
agreement runs only until 1991. They 
must act, as one Thai academic put it, to 
share the moral burden of the bases with 
the Philippines. 

The modalities for doing so are 
many. They might, for oamp €, accept 
US deployments, if only small and sym- 
bolic ones. They might publicly, not just 
privately, encourage the Philippines in 
Es current role — as China is doing. 

There are many possibilities. All of 
them challenge Asean's traditional pub- 
lic position of neutrality and non-al- 
liance. But if the Philippines is expected 
by its Asean partners to shoulder the 
political burden of a US presence, the 
other five Asean states cannot remain 
agnostic. 

It is not for an American to say, of 
course, whether it is in Asean’s interest 
to have a US presence or to pay for it. 
That must be decided by each of the six 
Asean member states and, at the wid- 
est, by some sort of regional consortium. 

But if the six Asean states — and 
their academic communities — do see 
the US presence as important, they will 
have to do more, and do it more pub- 
licly, than to discreetly whisper their 
support into the ear of the Philippine 
"oreign minister over tea in Denpassar. 

They will need to share the political 
2urden, one way or another. Other- 
wise, they risk a breakdown in the US- 
cipe i agreements, a withdrawal by 
the US to the east, and a higher Soviet 
profile in Cam Ranh Bay and the South 
China Sea. It may be too late, in 1992, to 
wish for a return of the counter-balanc- 
ing US fleet. 
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Peace under siege 


Indian troops intercede to rein in Tamil rebels 


By Manik de Silva in Colombo 


Bi six weeks after the 29 July 
Indo-Sri Lankan peace accord to 
end Colombo's communal crisis, rival 
Tamil rebel groups battled it out in the 
eastern towns of Batticaloa and Trin- 
comalee, killing at least 100 people. The 
presence of Indian peacekeeping forces 
did not stop the bloodletting, as Indian 
troops were reluctant to use force unless 
they themselves came under fire. 
Earlier, Indian troops had been un- 
able to disarm the rebels completely, 
despite the principal plank of the accord 
requiring an arms surrender by Tamil 
groups in return for a pullout of Sri Lan- 
kan Government troops — or at least 
their confinement to barracks — from 
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Soldier interviews Tamil dissidents. 





districts troubled by communal strife. 
While Colombo kept its side of the bar- 
gain and was happy to do so because of 

inhalese subversive activities in the 
south, the Tamil rebels surrendered 
only a fraction of their weapons. 

The Indians hoped to disarm the re- 
bels through persuasion rather than by 
using force. Indian High Commissioner 
in Colombo J. N. Dixit had said earlier 
that the bulk of the Tamils' heavy arms 
had been surrendered and that it was 
understandable that the rebels retained 
some small arms for self-protection. 

The Liberation Tigers of Tamil 
Eelam — the dominant guerilla group. 
commonly called the Tigers — had in 
the past massacred many of their Tamil 
rivals. So the Tigers were reluctant to 
give up all their arms lest other Tamils 
seek to settle old scores. 

The Batticaloa killings brought into 
focus the need for the Indian troops to 


collect more of the rebels’ weapons. 
Lieut-Gen. Depinder Singh, chief of the 
Indian Army's Southern Command, 
flew in for talks with Sri Lankan au- 
thorities, raising hopes that the Indians 
would move swiftly and decisively. 

As the Tigers faced the prospect of a 
decisive push by the Indians, they 
launched a general strike in the north- 
ern Jaffna peninsula — their stronghold 
— pushing for demands that were total- 
ly unacceptable to Colombo. They de- 
manded that police stations in the north 
and the east, previously manned mainly 
by the majority Sinhalese, not be 
reopened. They opposed the return of 
Sinhalese settlers in the east, who had 
earlier been driven out by the Tamil re- 
bels, calling it Sinhalese “colonisation.” 
While holding arms themselves, the Ti- 
gers insisted that arms issued to 
Sinhalese home guards in threatened 
villages be withdrawn. 

Backing the strike was a fast by 
Amirthalingam Thileepan, head of the 
Tigers’ propaganda wing. Reports from 
Jaffna said that the fast had whip- 
ped up a great deal of emotion. The Ti- 
gers organised large crowds of people to 
come in procession to Jaffna city, which 
was festooned with Tiger flags and post- 
ers. Loudspeaker announcements de- 
manded that people remain in the city to 
express solidarity with their cause. 
Women wept by the platform on which 
Thileepan lay prone, and the move- 
ments of Indian Army vehicles were 
obstructed by women and little girls. 
Recently reopened police stations in the 
north were attacked. 

Nirupam Sen, Indian deputy high 
commissioner, rushed to Jaffna on 19 
September to caution the Tigers that 
their non-cooperation would only harm 
Tamil interests, which India was keen 
on protecting. India also rejected the 
Tigers' claims that New Delhi was sup- 
porting their rivals, whom the Tigers 
call “anti-social elements.” 

By 20 September, the Indians began 
cracking down on the Tigers. ey 
arested and disarmed 15 Tiger rebels for 
attacking a rival guerilla camp in the 
northern region. On his part, President 
Junius Jayewardene reaffirmed his re- 
solve that the ruling United National 
Party (UNP) would push through legis- 
lation to implement the accord. 

Jayewardene told plantation execu- 
tives on 19 September: “Make no mis- 
take, the UNP will vote en bloc for the 
accord.” Three days earlier, he had 
lifted press censorship and removed re- 
strictions on anti-accord rallies by the 
opposition, 
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HEN you first handle a Patek Philippe, vou 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe - 
because it's for a lifetime. 
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When Singapore's Changi International Airport was completed in 1981, it featured 
many unique s lutions to the operational and organizational problems of a busv airport 
-acommitment to innovation that will be repeated in the construction ofthe new Terminal 2. 

Due for completion in 1989, Terminal 2 features a computerized Flight Information 
Display System (FIDS ID, employing new- technology display techniques. 

FIDS II will integrate the flow of information among the public, administration and 
operational areas to display the right information, in the right format, at the right place, at 
the right time. 

The 8519.5 million contract for the design, supplv and installation of this highlv 
innovative system was won by Philips in the face of strong international competition. 

Yet Philips’ association with Singapore Civil Aviation goes far beyond FIDS II. 

We supplied Changi's long-range ( ATC) and airport surface detection radars, outdoor lighting 
and public address and sound systems. 

Anda Philips AEROPP messageswitchingsystem enables Singapore to plava kev role 
asa Regional nodeinthe worldwide Aeronautical Fixed Telecommunications Network, AFTN. 


Philips - specialist in 
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n The Netherlands, the Civil Aviation Authority has developed an ambitious 
U.S.$750 million expansion project for Amsterdam Airport, Schiphol. And by the 
mid-90s the airport will be capable of an annual traffic throughput of up to 18 million 
passengers and over 900 000 tonnes of cargo. 

'hilips is helping with energy-efficient terminal lighting, new-generation SNF-11 
asymmetric non-glare apron floodlighting, and many other technical aspects of this 
massive airport development project. 

We have also been commissioned to implement the firs: international CIDIN 
(Common ICAO Data Interchange Network) node as a modernization of the existing 


AEROPP system for AFTN. 
oes LA From technical systems to professional services, Philips has 


the corporate capability and organizational flexibility to meet specific 
needsofairportauthorities the world over. 
Suc n l 





Philips. The sure sign of expertise worldwide. 
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One of the many attrac attractions which lure visitors to Switzerland, - 
again and again. 
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More and more people are traveling to Austria via Switzerland. Perhaps it's because they 
appreciate the excellent service in our First, Business and Economy Class. Or maybe 
its because they have discovered the Geneva or Zurich airports as pleasant, smoothly 
functioning transit locations. With short layover times and ideal connections to all Euro- 
“pean destinations. To and from Linz and Salzburg each day, for example. Or three times 
daily to and from Vienna, where there's always the ferris wheel for a different kind of 


experience aloft. swissair á; 
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Winning team splits 


Anwar faces opposition from Ghafar, Sanusi 


By Suhaini Aznam in Kuala Lumpur 


he dust may have settled since the 

bitter United Malays National Or- 
ganisation (Umno) leadership struggle 
in April, but the rancour remains. Blur- 
ring the schism between Team A — 
Prime Minister Datuk Seri Mahathir 
Mohamad's winning camp — and Team 
B, that of challenger Tunku Razaleigh 
Hamzah, until then minister of trade 
and industry in Mahathir's cabinet, 
rivalry has also erupted in less open 
fashion between key figures in 
Mahathir's own camp. 

Mahathir himself is on state-to-state 
rounds, his first since April, speaking at 
closed-door meetings with state Umno 
leaders — “to build bridges” and “not to 
remain a Stranger,” as one Umno leader 
put it. Visiting Labuan on 11 Sep- 
tember, he urged a closing of ranks as 
"there is no longer any Team A or Team 
B; there is only the Umno team," he 
said. “If half [the members] support me 
and the other half support others, then 
it's a bit difficult," he added. 

The sentiment was echoed by Tunku 
Abdul Rahman, Malaysia's first prime 
minister, at an Umno Women's dinner. 
Calling for round-table discussions, the 
veteran leader suggested that it was up 
to Mahathir as the Umno president to 
extend the hand of friendship. 

Razaleigh replied that he was willing 
to talk, on condition that “everybody 
refrains from acting or making state- 
ments which can create disunity in 
Umno,” the English-language daily, 
The Star quoted him as saying. 

“It’s really up to Mahathir,” said 
Razaleigh. “I don't bear grudges or 
have ill feelings towards anybody. | 
think it is Mahathir who bears a grudge 
against me . . . I don't know why.” His 
feedback indicated that he was the 
target of criticisms at Mahathir’s state 
rounds, Razaleigh claimed. 

Mahathir responded that there was 
no need for round-table talks, that he 
could meet Razaleigh when he visits 
Kelantan, Razaleigh's home state, on 2 
October. Razaleigh's running-mate in 
April, Datuk Musa Hitam, had called 
on Mahathir at his office for two hours 
on 7 September before leaving for the 
US, without d any conditions, 
the prime minister said. 

The conciliatory murmurs them- 
selves underscored the depth of the dif- 
ferences in a party which, with roughly 
1.4 million members, has grown large 
enough to accommodate factions. Cam- 
pe are already being held for the 

mno Youth elections next year. Act- 
ing Umno Youth chief Datuk Najib 
Razak's public statements have care- 
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Mahathir and Ghafar: unity is imperative. 


fully echoed Mahathir's line, but Umno 
insiders sav Johor Chief Minister Datuk 
Muhyiddin Mohamed Yassin is tipped 
to be Team A's candidate. Najib's cred- 
entials are suspect because he had 
initially been considered a Team B sup- 
porter, who switched to Team A at the 
eleventh hour. For that reason, Team B 
will not back Najib either, 

More immediately, the validity of 
the 24 April election itself is now being 
challenged in court by 12 Umno mem- 
bers, who claim that some of the divi- 
sicnal meetings at which party delegates 
were chosen had not beer properly con- 
vened. Both Razaleigh and Musa have 
distanced themselves from the suit, say- 
ing that they are not behind it. But some 
fingers continue to point at least to sup- 
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porters of the Razaleigh-Musa ticket, if 
not to the two leaders themselves, while 
others argue that the disgruntled 12 are 
acting more for themselves. 

About two months ago, Umno cof- 
fee-shop talk again focused on teams — 
this time A1 and A2, referring to less 
conspicuous rivalry within Mahathir's 
own camp. 


P members claim that Deputy 
Prime Minister Ghafar Baba would 
like to check the rise of Mahathir’s heir- 
apparent, Education Minister Anwar 
Ibrahim. As Umno deputy president, 
Ghafar is the “logical successor" in a 
party where logical succession has gone 
out of style. A former school teacher, 
Ghafar has party seniority and the 
grassroots touch; Anwar has charisma, 
Islamic credentials and Mahathir's ear. 


i € EE — TER aa aa E S ———— F 








= = " — 


Some leaders within the National Front 
coalition already treat Anwar as the de 
factc deputy, in Mahathir's absence. 
Ano:her factor fuelling the rivalry is 
that Anwar is the person who a 

on the front page of the predominantly 
Umro-owned New Straits Times when 
Mahathir is abroad. 

Ghafar is joined by Agriculture 
Minister Datuk Sanusi Junid, whose 
older rivalry with Anwar is an open sec- 
ret, since Anwar, said Umno sources, 
has Sowly been usurping Sanusi's co- 
vetec seat near Mahathir. Anwar’s Is- 
lamic credentials have also been pri- 
vately questioned by the Umno Is- 
lamists trained at the famed Al Azhar 
University in Cavo who consider 
Anwar a secular-tra:ned leader who ac- 
quires his Islamic platform as a student 
leader 

Since his entry into Umno in 1982, 
Anwar has been steadily building up his 
influence, putting hie aes — former 
members of the Malaysian Islamic 
Youts Movement (Abim) of which 
Anwar was president — in Umno, 
academic and quasi-government posts, 
Umno members claim. For in- 
stance, Ghafar's political sec- 
retary is a former Abim leader 
as was the former Umno exe- 
cutive secretary, Nasruddin 
Alang Saidin, whose appoint- 
ment last October raised eye- 
brows as it was apparently made 
without reference to Umno 
secretary-general Sanusi. 

That round finally went to 
Sanusi, however, when Nas- 


without citing any reasons — 
thereby causing even more of a 
stir. 

How much truth there is of 
a falling owt among the victors 
is uncertain. Some say the 
rivalry is serous, others say it is 
just wool over Team B's eyes 
so that they will relax and ease 
up ia their campaign against 

eam A. 

Team A cannot afford in- 
ternal bickering. In addition to the A1 
and 42 teams, some even see an A3 
team because Ghafar and Sanusi are 
seen te be united only in a common de- 
sire te slow Anwar down. However, 
when ‘he crurch comes, all will pull be- 
hind Mahathir whose precarious win by 
43 votes in April makes unity impera- 
tive, aa Umnc leader said. 

Meanwhile, a number of key figures 
on Team B have been trying to pick up 
the threads of their non-political lives 
and earn a living — returning to the 
legal practice, or setting up businesses. 

usa oimself is away for three months 
on a Harvard University fellowship, 
originally meant for a year. His accep- 
tance of only a three-month programme 
has convinced Umnec watchers that he 
does not intend to allow his political 
base tc cool. 
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The government ponders its open door to China policy 


_ By Paul Mooney in Taipei 


y D over the Taiwan Govern- | 


: ment's new mainland policy was 
heightened recently as two reporters 
_ from Taiwan filed their first stories from 
Peking — the first such reports from 
mainland China since the ruling Kuo- 
 mintang (KMT) retreated to Taiwan 38 
-vears.ago. The decision by Taiwan’s In- 
dependence Evening Post to send two 
. reporters to the mainland caught gov- 
ernment officials in Taipei off-guard 
| just as they were drawing up regulations 
that would permit visits to the main- 
land. 

Observers attribute the Post's move 
to business considerations. Competi- 
tion among the media here has been 
heating up following the government's 
announcement that it would lift restric- 
ions om newspapers, and several had 


preparing to send reporters to the - 


nd 


1e Post, which is planning to starta 


ing newspaper to compete with the 


na Times and the United Daily News | 


hich now account for more than 
of the island's newspaper circula- 
f 3.7 million — saw getting to the 
ainland before the others as the first 

ke in the coming newspaper circula- 
in war. The circulation of the liberal 

rnoon daily now stands at about 





“Although the government had ruled 
ut all contact with the mainland since 








ttling on Taiwan in 1949, reports by - 


oreign newsmen and overseas Chinese 


; Perplexing press problem. 





scholars have appeared in the local 
press regularly in recent years. In fact, 
several local reporters have already sec- 
retly visited the mainland, later thinly 
disguising their sources of information 
in their articles. 

The fact that the Post's reporters 
were openly in China was of far more 
significance than the stories they were 
filing and served to widen the debate 
over the government's gradually chang- 
ing policy towards the mainland. 

In recent weeks, scholars have 
talked openly of leading fact-finding 
missions to the mainland; Buddhist 
leaders have expressed interest in visit- 
ing a temple in Fujian province across 
the Taiwan Strait; travel agents have 
distributed flyers describing package 
tours, and artists have called for the im- 
port of works from the mainland.. __ 

. Chang Shih-liang, a KMT legislator 


. representing industry in the Legislative 

| Yuan, went so far as to call for permis- 
sion to set up production facilities on the 
| mainland as well as for managerial and 
technical assistance, and direct loans to 


help develop the mainland economy. 


Since coming from the mainland in 
. 1949, the KMT had steadfastly held to. 


its "three nos policy" — no contact, no 
compromise and no negotiations with 
the Chinese communists. In recent 
years, however, the policy has come 


under fire by a growing number of peo- 


ple in Taiwan. I Bon 
Pressure has come from many direc- 


| : Peking is caught off guard by Taiwan reporters' visit 


By Louise do Rosario 

TM arrival in China of two journal- 
| & ists from Taiwan on 14 pite 
for a nine-day reporting trip caught Pe- 
king off guard, arint 0 cal in the 
capital and elsewhere confused as to 
how such an unprecedented and politi- 
-cally sensitive event should be handled. 
"hn open defiance of the Taiwan Gov- 
ernment, Lee Yung-teh, 33, and Hsu 
Lu, 30, reporters of the Taipei-based In- 


ing via Tokyo on board a Chinese pas- 
"ger jet. "E , 

,ee and Hsu applied for entry per- 

t the Chinese Embassy in Tokyo, 

ing three conditions for. their visit: 

there be no official reception or in- 

erference; that they would pay all their 

wn expenses, and that they would be 





permitted to file fair and independent 
reports on their experience. They plan- 


ned to visit Peking, Shanghai, Hang- 


zhou, Fuzhou, Xiamen and Canton. 
Peking officials complied with their 
requests, leaving them alone but help- 
ing to arrange an interview with as- 
trophysicist Fang Lizhi, who lost an im- 
portant university post in Anhui pro- 
vince earlier this year and was later ex- 
pelled from the communist party for his 
support for the nationwide, pro-demo- 
cracy student demonstrations early this 
year. The Taiwan reporters also visited 
famous sites such as Peking's Forbidden 
City and Tiananmen Square, and talked 


to ordinary people and some Taiwan de- - 


fectors. ^" 
China's official media gave the visit 
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And businessmen, worried about 
trade protectionism, local currency ap- 
preciation and rising labour costs have 
been anxious to expand trade ties with 
the mainland. For the first time this 
year, younger KMT legislators began 
calling for a more open mainland policy, 
including permission for family visits. 

Over the past year, the government 
has carried out à series of reforms, in- 
cluding the lifting of martial law and 
foreign-exchange controls in mid-July. 
Since then, the government has gradu- 
ally begun to change its policy towards 
the mainland, dropping a ban on direct 
travel to Hongkong and Macau, easing 
imports of Chinese herbal medicines 
from Hongkong wholesalers, approving 
the publishing of non-political works by 
mainland writers and, more recently, 
announcing that it would end its ban on 
family. visits to the mainland. These 
moves all signify that the government 
now feels more secure and that it has 
greater confidence in its people. 


|^ many ways, the government is re- 
sponding to what is already a reality. 
In recent years, an estimated 10,000 
Taiwan people have been visiting the 
mainland annually, indirect trade has 
been growing and a wide variety of 
smuggled books, artwork and other 
goods from the mainland are openly 
sold in Taiwan. Furthermore, security 
forces, which keep tabs on local citi- 
zens returning from mainland trips, re- 
portedly found no evidence that Pe- 
king was attempting to use these visit- 


low-key coverage. The People's Daily 
reported the reporters’ arrival in a few 
sentences. Later the China News Ser- 
vice, the journalists' official host, wrote 
a short feature describing how the two 
roamed around the capital. 

Although China has a sophisticated 
system for managing the domestic and 
foreign press, it does not have one 
geared to deal with Taiwan's media 
which, because of the sensitive political 
relationship between the two govern- 
ments, would call for special treatment. 
A Chinese official involved in press 
work said: “Since their arrival, we have 
been holding meetings every day over 
what to do if more of them come [from 
Taiwan]. We have been talking about 














i 
i 


la et 


ors to subvert the Taiwan Government. 

Approval of this new open policy 
could only have come from Presi- 
dent Chiang Ching-kuo. The president 
realises that a wide range of reforms are 
necessary if the KMT is to survive, and 
he has seen how these reforms have im- 

roved the chet aaa image both at 

ome and abroad. There are indications 
that the president may have more tradi- 
tional concerns as well. 

“The president wants to ensure his 
position in Chinese history,” said An- 
tonio Chiang, publisher of The Jour- 
nalist, an independent weekly maga- 
zine. “Chiang doesn’t want to bear 
responsibility for cutting off ties with 
the mainland, he wants to keep the hope 
of reunification alive." 

The KMT is also motivated by a fear 
that young people in Taiwan are begin- 
ning to identify less with China. Despite 
a steady diet of mainland history and 
culture, which begins in elementary 
school, mainland China remains a 
fairytale land to most of the youn 
Taiwanese whose families have live 
here for hundreds of years. This holds 
true also for second- and third-genera- 
tion mainlanders whose families came 
here in the late 1940s. 

There is also a concern that calls for 
self-determination and Taiwan inde- 
pon are gaining wider acceptance 

ere as the years pass without any con- 
tact with the mainland. Some members 
of the KMT see contact with the main- 
land as a way of reawakening the popu- 
lation's identification with China before 
the two sides drift too far apart. 

KMT officials also hope that the 
visits will have a dual benefit, with visit- 
ors taking stories of the island's prosper- 
ity to the mainland and bringing back to 
Taiwan dismal descriptions of life there 
under communist rule. 


dition, some Taiwan reporters, includ- 


ing Lee, would like to be based in Pe- 
king. 


Creme ma aare to handle reporters 
from Taiwan with great care and 


— who have vested interests in main- 
taining good relations with Peking — 
so easily to Taiwan 

who have been reared in a 


Unlike Hongkong journalists and 
news organisations, who fear that Pe- 
mom Jy retaliate against them for any 

i press coverage after 1997 when 
China resumes sovereignty over the Bri- 
tish territory, those in Taiwan have no 
such fears at the moment. 

Judging from comments Lee and 
Hsu have made about China so far, they 
have maintained cool heads despite the 
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At a recent meeting of the KMT's 
central standing committee, the presi- 
dent named a five-man team of high- 
ranking officials to study the issue of 
visits, instructing them to keep three 
principles in mind: that the anti-com- 
munist policy remains unchanged, the 
goal of recovering the mainland remains 


unchanged and that national security 
must be safeguarded. 
One proposal being considered 


would allow all people in Taiwan to visit 
the mainland, with the exception of 
military personnel and government em- 
plovees. Another proposal, however, 
would limit visits to mainlanders over 55 
p of age. with relatives on the main- 
and. 

Both proposals would require that 
trips be made via a third country and 
that they be limited to one visit annu- 
ally, not to exceed two months. Those 
who travel to the mainland without re- 
ceiving prior government approval or 
who overstay their visit would not be al- 
lowed to leave the country again for a 
year. Approval is expected to be an- 
nounced soon. 


lifting of the travel ban does not signify 
a change in the "three nos" policy. 
The government has reaffirmed its 

licy of on anting entry into 
Taiwan to Chines who Rive lived in 
non-communist countries for five years. 
And Taiwan’s Board of Foreign Trade 
has repeated that direct trade will not be 
condoned. In addition, the Foreign Af- 
fairs Ministry has firmly denied rumours 
that athletic teams would be permitted 
to participate in events on both sides of 
the Taiwan Strait. The government has 
also said that air, mail and trade links 
will remain closed. 

Still, it seems clear that the govern- 
ment is redefining its policy. o 


historical sites they have vis- 
ited which moved them emotion- 
ally. At a press conference held in Pe- 
king before their departure for Hang- 
zhou, Lee criticised the uniformity of 
views of the they met. 

Lee also said he was surprised at how 
forgiving the mainlanders were of their 
government, despite what he described 
as the grave mistakes it had made in the 
past decades. 

inland, Lee said China’s priority is 
mainland, 's is 
modernisation, not radicula. ule 
Taiwan's is democratisation. “If leaders 
[demand unification] only to satisfy 
their mal sense of historical des- 
"ih outcome will not be good," he 


The point of Lee's and Hsu's 
visit to P was a two-hour meeting 
with Fang. *This was our most pleasant 
conversation in China. It makes us feel 
hopeful and ic about China's fu- 
ture," Lee referring to Fang's out- 
spoken support for democratisation. [J 





. CHINA 


Sticks and | 
stones... 


Peking is upset about Amnesty's 
report on legal abuses 


By Robert Delfs in Peking 


mnesty International’s report on 
torture and ill-treatment of prison- 
ers in China was criticised by the 
Chinese Foreign Ministry, which called 
it a futile attempt to accuse China of 
human-rights violations by citing inci- 
dents exposed in the Chinese press. 
"The Chinese Government opposes 
the use of torture," the ministry's Ma 
Yuzher said on 16 September, "and in- 


| quisition by torture, corporal punish- - 
, ment and ill-treatment [of prisoners] are 
strictly banned . . . China's purpose — 
| in exposing and criticising those [re- 
| ported] unlawful incidents is to re- 
Government officials say that the . 


solutely defend and strictly implement 
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the provisions of the law against tor- 
ture.” 

Much of Amnesty’s report is based 
on acceunts in China Legal News and 
other Chinese periocicals, with further 
material from a variety of non-official 
sources and foreign press reports. It 
notes that the Chinese media have given 
unprecedented pubhcity to torture in 
the past three years, and even more at- 
tention to the problem since early this 
year as part of a discussion on reform of 
the legal system. 

Ammesty does not claim that torture 
is systematic, and savs that the Chinese 
Government’s concern to eradicate the 
practice is “evident from official state- 
ments and reports in the Chinese 
press.” But it does grve evidence to sup- 


port the claim that "torture and ill-treat- 
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 tainees being tortured, or to ensure that 


| oe arrest, investigation and trial 
rocedu 


begins. This is when most incidents of 






ment of prisoners is a persistent and 
widespread problem in China.” 

The report also questions whether 
existing Chinese laws are sufficient to 
control these abuses, charging that no 
fundamental changes in legislation have 
been made to reduce the risk of de- 


investigation of alleged abuses are car- 
ried out rigorously and impartially. 

In a memorandum submitted to the 
Chinese Government in March, Am- 
nesty urged extra safeguards, including 
limits on incommunicado detention, di- 
vision of responsibility between police 
and prosecutors over detention and in- 
vestigation, prompt investigation of 
complaints and prosecution of tortur- 
ers. 

The most common methods of tor- 
ture described in the report are beat- 
ings, usually with the victim bound or 
handcuffed, suspension by the arms, 
use of electric batons, humiliating and 
degrading treatment, and continuous 
interrogation. 


Anis cites an April 1985 article in 
China Legal News which argued that 
use of torture “increases the possibility 
that innocent people will be convicted” 
and gave examples of reported wrongful 
convictions. 

The lack of detailed provisions reg- 


res under Chinese law facili- 
tates the abuse of prisoners, the report 
says, since detainees often are held in- 
communicado for months, with no ac- 
cess to family or a lawyer until the trial 


torture or ill-treatment take place. 

Control of such abuses is compli- 
cated by the existence of informal secu- 
rity units in factories, schools, rural 
townships and neighbourhoods. These 
are nominally under police supervision, 
but in practice may operate with consi- 
derable autonomy. Although these are 
not empowered to make arrests, they 
may detain suspects for interrogation, 
mspect the scene of an alleged crime, 
question witnesses and gather evidence. 
Amnesty says the police often delegate 
more responsibility to security units. 

Prosecution and punishment are 

enerally lenient even when security of- 
ials are convicted of torture or mis- 
treating prisoners. China Legal News in 
1985 A tc the incident of a police of- 
ficer who was sentenced to six months 
detention for having tortured 10 pe 
in a year. Another report claimed that 
the officer had “injured or crippled 26 
rsons in the course of extracting con- 
lisions through torture." 

There are obvious links between cur- 
rent quem in treatment of prisoners 
and China's traditional legal system, to 
which the concepts of rights of the ac- 
cused are quite alien, and it is unclear 
whether the official campaign to elimi- 
nate torture and mistreatment has much 
public support. oO 











FOREIGN RELATIONS - 


Phasing out the force 


US and Soviets agree to scrap intermediate nuclear missiles 


By Nayan Chanda in Washington 
T^ US and Soviet announcement of agreement in on a pact for 
total elimination of the intermediate-range nuclear force (INF), 


Soviet SS-20s deployed against China and Japan, will be welcomed in Asia. 

But China's position in the big-power triangle may be affected if 

the 17 September agreement and the forthcoming su between US Presi- 

dent Reagan and Soviet leader Mikhail Gorbachov usher in a new era of US- 

Soviet detente. TE 
to 


Washington for a summit meeting by the end of November to sign the 


Ms c Zr pang Arn E | - er ring Shevardnadze. 
out n" progress in settling the pressing regional 
issue of the Soviet — Af, A od armi cere T no 
surprise er Gorbachov te July removed a key obstacle by an- 
nouncing ha Moscow would unilaterally remove missiles stationed in Asia 
REVIEW ug.). 

The other major obstacle was removed when in A Bonn announced 
that it was willing to scrap its 72 Pershing 1A missiles. The Soviets have been 
d that the West German missiles be in- 
cluded in the agreement. Since the missiles 
are operated by the West German airforce, their 
dismantling by the West Germans would free the 
US of its treaty obligation to maintain the US- 

owned nuclear warheads there. 
In the past China has expressed concern that in 
its disarmament talks with the Soviet Union, Wash- 


ington did not attach as much i to the 
deployed against China asit did it to ones in 

the E theatre. Now, China should feel 
more secure. But State Department sources say 
that while welcoming the move China may have 
some other worries about the longer-range effect of 
the agreement on Soviet power in eke dene Asia. 
In fact, analysts are surprised by Gorbachov's 
decision to give up the missiles in Asia with- 


wee an EN The vates ney may 
ve been at pre-em deployment 
of intermediate-range m in Alaska close to 


Soviet Asia. However, in the long term Moscow is 
i ^ft to draw benefit from the move as a gesture of its peaceful intentions 
as it steps up its cam for a nuclear-free Asia. The Chinese a to be 
concerned that the ol" rti could undermine Nato's fle response 
strategy, reduce the ty of the US nuclear guarantee, open the sip den; 
Soviet political gains in Europe and eventually affect Soviet behaviour in : 

However, more important than their — apprehensions is Chinese 
concern over the of a new phase of US-Soviet detente. “A substan- 
tially improved US-Soviet relationship could reduce Peking's leverage with 


both superpowers and weaken its position in the triangle," according to Bon- 
nie Glaser and Banning Garrett of the defence think-tank Srian insidiae 


Corp. 
"China is especially concerned that the Soviets will have less incentive to 
make concessions on the “three obstacles” (Soviet the Chinese 
border and in Afghanistan and Moscow’s support of the Vietnamese occupa- 
tion of Cambodia) and that the US may become less sensitive to both Chinese 

ests for technology and its concerns about US defence technology sales to 


Taiwan, sts note that in the wake of the Soviet announcement on SS-20 
removal, Pe has stepped up its demand that Moscow address the “three 
obstacles." 

Announcing the INF agreement, Shultz held out some for movement 
in the resolution of regional issues such as Afghanistan. He said that US- . 
i th So te cele A REIR h 5 

at on the Soviet military presence e 

had their “most thorough searching discussion." 
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IT IS A MOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENT S. 









OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
IN THE OLYMPICS YN THE SAACE PROGRAM 
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E t requires a twenty-four 
hour global capability, a pr 
ence in every i 
eign exchange cen 
for fast, competitive and co 

ential quotes in any of- 
world's important currenci 
It demands skil 
agement services, ti 
to use forwards, o 
other tools to hedge clien 
. positions. It calls for technique, 
.. and sometimes, innovation. 
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How to choose 
2| partner. 


Find someone who: 
Cares as much about your business as you do 


Will be there in an emergency 


Understands your business and knows the industry 


Can help you achieve more than you could alone 
Offers innovative ideas to help your staff 

work more efficiently 

Looks ahead to help you plan long-term strategies 
Believes the customer is all-important 

Solves problems instead of creating them 


Focuses his resources on achieving results 
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We're not in the computer business 


We're in the results business 
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When you've an impo 
at the end of your journ 


s Vus our prime objective is always to help our passengers arrive in better shape, we appreciate 
that there are some equally important people waiting at the end of your journey. That's why we're continuing to 
develop and increase the number of our popular long-haul, non-stop flights. And inside Asia maintain our 


comprehensive network and convenient schedules. 


Our pilots are picked from the best the world has to offer. And our cabin attendants, chosen from ten 


Asian lands, take pride in making your journey as relaxed as possible. 


So you can be good company as soon as you get off the plane, rather than recovering just in time 


for your next trip. 





Arrive in better shape——— 
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H S traveller i is back refreshed and 
y grateful to Murray for his Sayle’s 


igs for a longer gap than was planned. 
Don't worry; there's more Pom bashing 
to come. 

My intervening weeks were spent 
in France, where Asia seemed even 
further away than the Pacific (the 
French media still report events in Van- 
uatu, New Caledonia and Tahiti in two 
minds, torn between pride in the old 
metropolitan role vis-à-vis the franc- 
ophone overseas territories and the 
realities of modern nationalism). 

@ ONE of the (very few) depressing as- 
pects of the South of France are the 
small communities of exiles who seem 
to spend much of their time moaning 
and whingeing about life while some- 
thing very near paradise is all around 
them h piede Anc lude the ex-colonial 





y  despite't the hot 
A sun Cee w hich the area is 
popularly supposed to become infected 
by. general paralysis. A plummer ar- 
rived hot-foot when we sprang a leak, 
and the discovery of a dangerously over- 


loaded septic tank, which threatened to — 


engulf the neighbourhood with its explo- 


sive, unmentionable contents, brought 


a life-saving pump round within hours. 


© TRANSITTING Paris, we lost our- 
passports — only realising they were 


missing when we reached the South. The 
rocess af getting to the nearest dip- 
omatic mission, merely to obtain pieces 
of paper allowing only a direct return to 


‘Hongkong, promised to be complicated - 
enough to ruin the holiday. Then the . 


kindly REVIEW man in Paris, Michael 
Field, volunteered to make inquiries 
with the French “Lost and Found” (ob- 
jets trouvés). The offices he visited on 
our behalf were cavernous, and with lit- 
tle hope he filled out the necessary 
forms. | 

But in due course the official re- 


turned wth the glad news that both | 


passports had been handed in by an un- 
identified Good Samaritan. Of course, 

Down South, we had to present our- 
selves to anotary who duly identified our- 
selves as being ourselves and recorded 
our desire that the documents be 
handed to the invaluable Field. Sighs of 
relief, a bottle of champagne, an unin- 
terrupted holiday — and more evidence 
of Frenchefficiency — and honesty. 

€ THE. revelation that, 
agonised months before the doomed 
Anglo-French landings at Suez in 1956, 


posed to Lon 





War H CS that th | 
y should merge seemed to be one of his- - 
ches which have provided lively fill- 


during the ~ 





eie) 
vun SOR 





tory’s most sorely missed opportunities. 

The insular British politicians and 
bureaucracy of the time turned the idea 
down, as they did Mollet's subsequent 
proposal that France should join the 


Commonwealth. Doubtless the path of 


the union would have been accidenté, as 
the French say, but what vistas would 
have opened up! Such “what-if?” specu- 
lations are arid — and the vistas could 


well have been closed down with de | 


Gaulle’s eventual return from political 
exile. But, at the very least, the prob- 


lems of France's former possessions in | 


the Pacific would be different today. 


€ FLYING back to Hongkong I was | 
jerked into an unhappy reminder of Pe- | 
king's evident determination to thwart | 
attempts to establish a more representa- | 
ongkong Government. Although | 
this is so obviously at adds with the | 


tive 


Sino-British agreement that the post- 
1997 le islature would be elected, 
neither ndon nor th 





the survey of public opinion now 
inde? way. Peking evidently wants no 
electoral reform or progress towards 


democracy until 1990, at which time the | 
Basic Law will resumably provide for | 


the sort of elections, Marxist-style, 
which will p 


dates into the Legislative Council. 


-The voice which jolted me into the | Bang 
| uncomfortable future was a voice from | th 
the past: that of writer Han Suyin. Who- byt 
ever produces the audio features de- Lat 





a eon” 


two. P 








øse who run | 
Hongkong seems inclined to resist such 1 
Vp whatever may be the fi indings | 


safely acceptable candi- : 
















trying : 
lowed this w: nth an-emazing en C 
of praise for Hongkong's col. 
ernors — "God bless their souls 
said, apparently without irony. 
e STILL, the aucio entertainme 
both music end comedy, ran unin 
rupted y — or at least, if an announce 
ment did break in, the tapes took up: 
the poit they left o'f. I find the ente 
tainment on those airlines which hay 
not had the courtesy to install such cut- 
off switches very painful, a series of 
missed Beethoven climaxes and excise 
punch-lines — more so on those fligh 
which feel constrained to show off ju 
how many different languages are spo- 
ken by the cabin crew. | E 
® UNFORTUNATELY, my tr p 
made it impossible for me to attend 
dinner given by the Foreign Correspoi 
dents’ Club of Thailand at which 
should have shared in a presentation 
| Sinfah Tunsarawuth, a young Tha 
| nalist who has taken a special inte 
the refugee problem and the r 
Southeast Asia. 

Sinfah, who gets cash and a 
| trip ticket ‘which enables him to go 
| US to hone his journalistic ski 
selected by a comnii:tee of his p 
the first recipient of an annual 
founde« by the. club in memory o 
at television. arrow d Neil. 
and . 
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signed to while away the travellers | one 


weary flying hours had had the extra- © 
ordinary idea of interviewing | her — | 


another exile in Europe — on Hong- 


kong's future. Listening te her babble,I t 
recalled her commentaries on the Cul- ti 
tural Revolution, when she brushed 


aside worries expressed by the outside 
world about the treatment of what she 
called her. “fellow intellectuals” 


she accused of 


sycophantic biography of Mao Zedong. 
Why on earth, I wondered, would any- 


one have supposed her comments on. 
Hongkong to be relevant? : 

It was hardly surprising to find her — 
joining the chorus of those predicting 
that the future under Peking's aegis is © 
| bright. She dismissed as ridiculousthose ^ 
pushing for democracy (they wanted in- | 
| depen ence and a multi-party govern- 


ment, she wrongly alleged), claiming | 


she reflected. Hongkong's views. These : 
turned out to be those of the big busi- 
ness men she had talked to, including 
| Sir Y. K. Pao and Lord K: 
then French Deu Guy. Mollet pro- | ot 

on that Britain and France | Kad 
. should take up the Churchillian World | usa; 









she referred to “Sir Pao" and "Sir | 
ie" though she knows English | 
tt pom most; echaps she was | 





in: 
China, her criticisms of publications like - 
the Review which 
exaggerating the violence, destructive- . 
ness and chaos of those years and her 


€ I KNEW I was back in Asia whe 


wadoorie (curi- | 


meets 











| in air, ITONG and i it was goo ] 
-that the Federal Aviation. Admi 1 


















ocus attention on the iss 
ing the: forthcoming financial yeai 
the FA A's new programme must ha 
been named with a sick sense of humou: 
they are calling it "hmpact'88." — 

9 AS the airlinesare always remindin 
us, statistically, flyinz is the safest wa 
to travel — a fact which readers of th 
Japan Times doubtless remembere 
when perusing a recent headline: “Fiery 
 five-car. pileup kills four.” But one. 
: death was worse than the others: 





CHIBA iKyodo) Four people | 
were killed, one seriously, | 
amd eigat more received. 
slight injuries just past mid- : 














_ found on my desk a telex from D 
1 Westmoreland which read: re 
SEEN ON A BANNER IN JAKARTA LAST WEEK 
| SQUE MMDMEBE TE 















egotiating 


By Peter Wise in Lisbon 
Portugues: officials have confirmed 

reports that Lisbon is adopting a 
more flexible approach to negotiations 
with Jakarta over East Timor, but 
stressed it is not ready to reach an ac- 
cord based on recognition of Indonesian 
sovereignty over the disputed territory. 
- Lisbon wanted to promote a climate of 
. understanding with Jakarta to break the 
deadlock in talks over the future of the 
former Portuguese colony, annexed by 
indonesia in 1975, and enable UN Sec- 
retary-General Javier Perez de Cuellar 
to play a greater role in the search for a 
solution. 

: But the officials emphasised that 
ortugal was not dropping a central de- 
mand that the East Timorese be allowed 
to decide their own future in a free act of 
self-determination. This aim is written 

to the Portuguese Constitution and 
een endorsed by successive resolu- 
of the UN General Assembly. 

A shift in Portuguese policy became 
parent from the government pro- 
gramme that Prime Ministér Anibal 

























































on 26 August, following a landslide 
election victory by his Centre-Right So- 
ial Democrats. It said the government 
nded to seek “a worthy solution to 
ie Timorese question, one that guaran- 


gious identity of the Timorese people 
and preserves the Portuguese cultural 
atrix of the territory.” ` 

It dropped a reference made in 









ter David Lange's Moved i. 


avaco Silva presented to parliament 


es full respect for the cultural and re- 


















the past | 


Portugal signals flexibility over East Timor 


some, but not all, recent government 
programmes to Portugal’s commitment 
to defend the right of the East Timorese 
to self-determination. Shortly before 
Cavaco Silva’s speech, Indonesian 
Foreign Minister Mochtar Kusumaat- 
madja made his personal plane avail- 
able to Nuno Rocha, editor of the nght- 
wing Portuguese weekly O Tempo, to 
visit the East Timor capital of Dili for 30 
hours. Based on this visit and docu- 
ments from Indonesian archives, Rocha 
launched an editorial campaign calling 
for Portugal to re-establish diplomatic 
ties with Indonesia and recognise its 


sovereignty over East Timor. 


Jakarta has used Rocha’s reports — 
echoed by similar editorials in the In- 
donesian armed forces’ newspaper — to 
defend its record in East Timor and 
campaign for international support. A 


Lisbon spokesman said the reports, 


which have been strongly contested in 
Portugal, had had no effect on Por- 
tuguese policy. 

However, Portugal's leading week- 


ly, O` Expresso, on 19 September 


quoted a diplomatic source as saying 
Portugal may agree to "de facto" recog- 
nition of the Indonesian occupation in 
an effort to resolve the only outstanding 
issue from the decolonisation of the 
Portuguese empire. 

But a Lisbon official told the 
REVIEW that Portugal had no intention 
of recognising Indonesian sovereignty 
or abandoning its commitment to East 





Ment against nuclear weapons as “a credit to _ 
d virtue of the people of this land.” In place of | 
pasi condemnations of that sentiment, Cleveland drew 
iei | the US and Europe and 
s one of the “centre of guy E 


taken small noted th 


e Cu 
| his search for a solution,” he said. 





uellar more room to manoeuvre in 


Foreign Minister Joao de Deus 
Pinheiro is expected to set the tone for 
the new Portuguese approach in a 
speech at the UN on 25 September. But 
officials said he would not agree to a 
meeting in New. York with Mochtar. 
“Jakarta is reading: too much into small 
modifications in our policy," said a gov- 
ernment official. ^There is no question 
of our recognising East Timor as part of 
Indonesia." 

Developments are now expected to 
turn on a proposal made in a report 
elaborated by Perez de Cuellar that a 
Portuguese. parliamentary delegation 
visit East Timor, a territory that has 
been closed to all but a handful of inde- 
pendent observers since the Indonesian 
invasion in December 1975. Such a visit 
would be the most positive result so far 
of UN-sponsored talks between the two 
sides. 


eanwhile, Xanana Gusmao, the 

W East Timorese guerilla leader, has 
smuggled out messages to Perez de 
Cuellar and Cavaco Silva calling for re- 
sistance leaders to be brought into the 
negotiations under the terms of the 1983 
UN resolution that all sides should be 
consulted. Gusmao has asked Perez de 
Cuellar to visit East Timor or arrange 
for a safe-conduct for guerilla com- 
manders to attend talks in New York, 
according to resistance spokesmen in 
Lisbon. 

Gusmao leads Fretilin (Revolution- 
ary Front for an Independent East 
Timor), which has waged a 12-year 
guerilla war for independence against 
the vastly superior military might of In- 
donesia. News of the appeal for à Freti- 


i | peer Soviet Union 
tion negotiating table, also went 
dge the force of New Zealand 


i muting factor to the softening ma) hav 
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lin role in negotiations reached Lisbon 
amid reports of a major Indonesian of- 
fensive to capture Gusmao. 

A wide range of non-Fretilin sources 
in close contact with East Timor said the 
population continued to live in fear of a 
harsh military regime. They said sus- 
pected Fretilin sympathisers were taken 
from their homes at night and held with- 
out trial in prisons where they were 
beaten and tortured. Many prisoners 
were kept at secret jails and military 
bases that the international Red Cross 
was not allowed to visit, according to 
the sources. 

They said restrictions on movement 
meant sufficient crops could not be cul- 
tivated, leading to severe malnutrition 
in some rural areas. Indonesian immi- | 
grants had privileged access to jobs, 
housing and school places, they added. 

"Even those who were in favour of inte- 
gration are now anxious to leave," said 
one source. Mail was censored and lis- 
tening to foreign radio broadcasts ban- | 
ned, according to the reports. | 


» Michael Vatikiotis writes from Jakarta: 
News of Portugal's apparent policy shift 
on East Timor was greeted with caution 
on the part of the Indonesian Govern- 
ment and generally welcomed in the 
press. When asked for his reaction to 
Cavaco Silva’s speech, Mochtar said 
only that it was very interesting and 
would be studied closely. Diplomatic 
sources in Jakarta say this is an en- 
couraging sign, because in the past 
the Foreign Ministry has over-reacted 
to Portuguese statements on East 
Timor. 

Sources close to the Foreign Minis- 
try, however, believe that Portugal's | 
outward softening of its stance presents 
an opportunity to have the Timorese 
issue dropped from the UN agenda once 
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is seen by some observers as a sort of 


appointment 

and he is seen as being dovish on nuclear arms issues, he is 
likely to be much more acceptable in Washington. 

Rowling has been cold-shouldered in W ‘ 

was prime minister in 1974-75, when New 

fused visits by nuclear-armed warships from the US, and 
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and for all. The UN's continued recog- 
n:tion of Portugal as the administrative 
power in East Timor has also dogged In- 
donesia's bid for leadership of the non- 
aligned movement. 

It now has emerged that Jakarta 
ard Lisbon have reopened talks on 
Eas: Timor through their respective am- 
bassadors at the UN, and that the UN 
secretary-general will present a report 


or their progress to the general assem- | 


bly this month. The talks were broken 
off last year after Portugal demanded 


| that a referendum be held in East 


Timor. 
To some observers, these signs of 
progress have come as a surprise. The 


, last anyone heard, Indonesia was pre- 


paring to resist a campaign mounted by 
Pcrtugal at the European parliament in 
Strasbourg to force Jakarta to give 
ground (REVIEW, 9 July). There have 
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Tribesmen supporting Fretilin; pro-Indonesia rally in East Timor in 1975. 


also been reports from Washington that 
a groupof US congressmen tabled ques- 
tions on East Timor. 

Despite conflicting signals, it would 
appear that Portugal 3as offered a mod- 
icum of cooperation with Indonesia to 
reach a settlement which could lead to 
the eventual re-estaolishment of dip- 
lomatic relations between the two coun- 
tries. 

However, regardmg the proposed 
Portuguese parliamentary delegation, 
Indonesia's Ambassador to the UN Ali 
Alatas nas stressec that such a visit 
would not be sanctioned if its aim was to 
assess whether Eas: Timor should re- 
main a part of Indonesia. On this point, 





worked out the precise wording 
1984 Labour election policy which led to 
the breach. 





New Zealand" 
ees ae i 


vad the Grier i ove gie 


SIMI. BI KDR ta irai! «aids di paa 
independence for New Caleconia. In an in- 
September on his return from a first appear- 


whatever flexibility Portugal is now 
demonstrating, Indonesia remains firm. 
As far as Jakarta is concerned, East 
Timor's status as the country's 27th pro- 
vince remains non-negotiable. Oo 


of the 


The Francis appointment was decided 


on before the election and thus is not the 
nena ner evekqu Nine ee een 
ment Minister Russell Marshall. But Mar- 
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in South Korea 


Christian activists 
dominate South Ko- 
rea's dissident move- 
ment. Their minjung, 
or masses, theology 
| draws on shamanism, 

FITUS XS N.| traditional folk tales 
1 MPAIGNYTRAIL Y and peasant rebel- 
| lions in an attempt to create a uniquely 
| Korean liberation theology. Minjung is 
| a Korean protest myth, a moral story of 
| bondage and liberation, as much as it is 
ifically Christian. Kim Dae Jung, a 


i 


E o p ; 
vout Catholic, is steeped in the min- 
| jung theology. The masses, in his view, 
| are the only legitimate rulers of his 
| country, and he claims that he is their 
legitimate leader. As Kim put it 

| i during his recent trip to  Cholla, 
| “God and my ancestors" want it that 

j way. 

f Unlike liberation theologies in Latin 
America and the Philippines, minjung 
avoids Marxist terminology. That began 

| as a political necessity — any use of 
- Marxist analysis of class conflict would 
have invited more severe government 
repression. But what began as a neces- 


two Kims 


SX 7 *. Dissidents are send- 
Sing Kim Dae Jung a 

» ‘Ja clear message: he and 

ipo Kim Young Sam must 

2^. agree on a single can- 
didate. “If they don't 
' unite, they get no- 
o | Mach N thing,” said a senior 

. National Council of Churches (NCC) 
official. “They know that." If both run, 
church and human-rights activists will 
splinter. As rivalry between the two 

ims' factions becomes open and bitter, 
activists are increasingly worried about 
an open split. 

“If they cannot come to a com- 
promise they will both lose and religious 
circles, including ours, will be divided," 
warns the NCC official. “If this happens 
some [of our members] may support Mr 
Roh. That is almost unthin able." 
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j Above all, activists do not want to re- 
ES pe the bitter fighting between the two 
ims that provided a pretext for abort- 

.| ing the movement towards democracy 
in 1980. “People who were good Christ- 
ians and good church people but who 


b. = 


| Christ was born 


sity has become a virtue, for minjung 
theology has adopted a richer cultural 
texture by looking to Korean roots for 
inspiration. That has allowed minjung 
theology to avoid the economic deter- 
minism that characterises most Marxist- 
influenced critiques. 

But the emphasis on culture has also 
fed an anti-Western xenophobia. "We 
have to do away with Western theo- 
logy,” says the Rev. Moon Ik Hwan, one 
of the best-known minjung activists and 
a noted biblical scholar. "Western 
theology has been an ideological ruler 
for more than 1,000 years, since Con- 
stantine." 

Moon's theology follows a nativistic 
vein popular among many South Ko- 
rean intellectuals of both the Left and 
the Right: Korea has suffered at the 
hands of foreign powers — the Chinese, 
the Japanese, and now the American 
and Soviet superpowers — for thou- 
sands of years and the Korean peo- 

le must rediscover their true, unal- 
oyed heritage. 

“If our country has been influenced 
by American foreign culture, I cannot 


One Kim is better 


were not good politicians had too much 
influence in late 1979 and early 1980," 
says Ed Poitras, a professor at the 
Methodist Theological Seminary. 
“Some activists were putting pressure 
on Kim Dae Jung to run [in 1980]. The 
result of this is that the opposition politi- 
cians are wary of getting too closely in- 
volved with strategising with [activist] 
religious leaders." 

n their heart, many activists remain 
wedded to Kim Dae Jung. They have 
shared the privations of jail and loss of 
civil liberties. But they want, above all, 
to ensure a big margin of victory for the 
opposition candidate. Dissident activists 
vow not to re 


at what they call their - 


"naivete" in 1980 when both Kims were | 


urged to run by their respective suppor- 
ters and the opposition was divided. 
The most important task, they say, is 
simply to ensure that the ruling Demo- 
cratic Justice Party (DJP) is pried out of 
power and the military's grip on politics 
ended. “All our energies should be con- 
centrated on doing away with the mili- 
tary dictatorship," says Rev. Moon Ik 


— 
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d itis really a democracy," says Moon. 
“We have to develop our own culture. 
We were forced to accept foreign cul- 
ture." But without foreign influence — 
even as a focal point for opposition — 


Korean culture would have developed 
differently. The search for an authentic 
Korean culture is in part a search for a 
culture that never existed, a hypotheti- 
cal native culture. 

But the Christian church in South 
Korea has managed in the past decade 
to create one of the only independent 
power centres that has ever existed in 
this country, one of the only mediators 
between the state and the people in a 
land where power has always been 

PHOTOS: AP 








Hwan, one of the most prominent religi- 
ous dissidents. 

The opposition campaigned on an 
anti-ruling party platform in the 1985 
national assembly elections, and won 
one-third of the votes cast though it had 
only a month to organise. The platform 
will not be much different this time. 
Some activists hope to rally behind the 
slogan *No vote for a general." 

e main hope of activists is simply 
that the two Kims will not split. A unit- 
ed opposition with one candidate stands 
a better chance of winning the landslide 
victory needed to send a message to the 
military that it should not dare to med- 
dle in politics, dissidents say. 

Kim Dae Jung has suffered along 
with many activists. His time in prison, 
his brushes with death, win him the sym- 
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sucked into the imperial centre of 
Seoul. 

At the heart of minjung is han, a 
tragic, inconsolable emotional pain, a 
suffering born of Korea's history of op- 
pression at the hands of foreign powers 
and Confucian elites. In the words of 
theologian Hyun Young Hak: *Han isa 
sense of unresolved resentment against 
injustices suffered, a sense of helpless- 
ness because of tlie overwhelming odds 
against one, a feeling of total abandon- 
ment, a feeling of acute pain in one's 
guts and bowels making the whole body 
wriggle, and an obstinate urge to take 
revenge and to right the wrong — all 
these combined.” 


M oe is, Of course, a politically 
charged theology. More than a 
nativistic, xenophobic theology it is a re- 
jection of high church preaching to the 
reas a belief that the gospel is a story of 
iberation, and that the true gospel is 
found in the myths and stories common 
people tell of their suffering. 

injung theologians rifle back 
through history to draw inspiration 
from the country’s frequent farmers’ re- 
bellions. They attack Confucianism as 
an elitist, hierarchical system which also 
oppressed the masses, and they applaud 
the Tonghak uprising in 1884, whee Yi 
dynasty rulers called in Chinese and Ja- 
panese troops to quell a commoners’ re- 
volt, as an example of authentic native 
resistance. For it is resistance against il- 
legitimate power that empowers min- 


jung. 


pathy of activists. Some activists are 
personal friends of his. Although many 
are privately urging him to run, others 
are wary of letting their emotions carry 
them away and think that Kim Young 
Sam may be better suited as a presiden- 
tial candidate. 

“Kim Dae Jung has suffered for a 
long time,” says another prominent 
Protestant minister active in the dissi- 
dent movement. “That may win him 
some sympathy votes, but that doesn’t 
mean he has the leadership qualities, 
the wise policies and the political 
philosophy to lead the country. We 
don't know his true ideology. We don't 
know whether the two Kims are com- 
munist or socialist or, as they say they 
are, anti-communist bourgeois social 
democrats.” 

The activists have plenty of muscle to 
offer the opposition candidate. Stu- 
dents will form the core of the nation- 
wide poll-watching campaign that the 
Reunification Democratic Party (RDP) 
plans. Church pulpits will also be impor- 
tant in counteracting the DJP’s control 
of the airwaves. “Either Kim would 
have to have support from religious cir- 
cles,” said the NCC official. He esti- 
mates that there are about 30,000 Christ- 
ian congregations nationwide. The ac- 
tivist church hopes to have messages — 
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"Man is made in the image of God 
who is absolutely frec," says Moon. 
"Moses worked with the oppressed. 
Jesus came down and lived among the 
oppressed people of Galilee and 
worked among them for liberation. This 
ts the biblical concept of religion.” 

Minjung theologians bristle when 
asked whether their action or their 
Christian faith comes first. “That is a 
very Graeco-Roman question,” says 
one. Action is at the core of minjung 
theology. “Serving the people in Korea 
means fighting for a democratic socie- 
ty.” says Rev. In Myung Jin, of the Na- 
tonal Coalition for a Democratic Con- 
stitution, a coalition of three dozen op- 
position groups which organised the 
protest rallies in June. *The political 
structure, which is a military dictator- 


two Kims: one or nothing. 


about the general undesirability of hav- 
ing military men rule the country — de- 
livered from two-thirds of those pulpits. 

"That kind of church campaigning 
will generate momentum no matter how 
they view the television or election 
media," said the NCC official, who ex- 
pects that the ruling party will enact 
strict restrictions on electioneering in an 
effort to hamper the opposition. 

For their loyalty to Kim Dae Jung, 
activists have few illusions about the 
RDP. “Fundamentally, the RDP is con- 
servative,” says Rev. In Myung Jin, an 
official with the National Coalition fora 
Democratic Constitution, the umbrella 
group that organised the June demon- 
strations which prompted the Chun gov- 
ernment to promise sweeping democra- 
tic reforms. “Most of the RDP’s mem- 





ship controlled by imperialism, by 
foreign powers, is the main reason for 
the Korean people’s suffering. Without 
fighting against that Satanic structure 
we cannot serve the Korean people.” 
Miajung degan when well-educated 


theologians in the 1960s tried to carry : 


out the Christian duty of witnessing, or 
understanding, the suffering of the poor 
by working in factories and living with 
workers. The Urban Industrial Mission 
(UIM), founded in 1961, was one of the 
most importent of these groups. 

UIM minssters were forced to serve 
time in the factories as a condition of the 
ministry. Their example later inspired 
university students to work in factories 
and try to spread a more politically 
charged gospel to workers. Both the 
UI bl the students' activities in- 
flamed the authorities, 
who feared that the 
government's low-wage 
policy would be en- 
dangered by outside 
organisers. In 1974, 
UIM founder George 
Ogle — an American 
— was expelled from 
the country and South 
Korean religious ac- 
tivists were tortured 
and jailed. 

The church pro- 
vided the only place of 
refuge after then pre- 
sident Park Chung 
Hee's repressive Yu- 
shin (“Revitalising”) 


bers are representa- 
tives of the upper mid- 
dle class." 

Activists have 

rown increasingly 

id in calling for à 
new political party 
since Roh proposed 
democratic reforms. 
There is talk of a party 
that would embrace 
labour, farmers and 
liberal church ac- 
tivists, model ed loosely on European 
social democratic parties. But for now 
they see their task simply as voting out 
the DJP. There may be a new political 
party for the national assembly elec- 
tions, which will be held early next year, 
but even that is unlikely. 

If the oppcsition wins it will present 
activists with another challenge. Should 
they support the new government or 
push it further? *We are very strong in 
fighting against something," says the 
NCC official. “We are very weak in build- 
ing up something. When we are perse- 
cuted we show our strength. When we 
are given a chance to build we are prone 
to divide. Are we prepared to support à 
regime that we want to protect and nur- 
ture or will democratic Christians go 
into opposition?" — Mark Clifford 
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» ecumenical Independence Day | 
iss at Seoul's Myondong Cathedral — 
ended by Kim Dae Jung — which 
urned into one of the few anti- 
pen rallies between 1972 and 
1979 
-Many student activists turned to the 
church for refuge in the 1970s. “If peo- 
le wanted to have political meetings 
hey went to Myongdong Cathedral or 
the Christian building," says Lee Shin 
.Bom, a former student activist who was 
xpelled from Seoul National Univer- 
y in 1971. 
- Korean Christianity has always been 
orn between political resistance and 
e more comfortable path of individual 

ation. 
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sain’ $ oloon from 1910-45 
tablished Christianity as an oppo- - 
in force. Unlike in Latin America, 
sre the Christian gospel was carried 
priests garbed in the robe. of a colo- | 
ower, Christianity in Korea has a 


a of aa we a coral ort 


stance — sometimes pora — 
hout ilie 1920s and 1930s. 
Although Christian activists form 
core of the dissident movement, 


-worldly emphasis ie on individual 


vival meetings "which minjung ac- 
cal opposition. Churches like the Full 


congregation of over 325,000, show that 
evangelism is alive and well. in South 
Korea. 

The core of Christian activists now 
number several thousand people, far 
more than a decade ago when the arrest 
-Ofa score of religious leaders would crip- 
ple the movement. For example, in mid- 
. September, 1,500 Protestant ministers 
signed a statement opposing Democra- 
tic Justice Party candidate Roh Tae 
Woo' s trip to the US within = than a 





ue The direct. influence of religious 
?roups may wane, as the opposition de- 
ops more freely. But the administra- 
skills that the opposition needs to 
op are above all found in religious 
sations. Finally, the church or- 
 ganisations may play a role in restrain- 
ing the more radical students and secu- 
: lar activists. ae 











n times of political crisis during the | 
anese occupation, notably in 1907, | 
'rvative Protestants organised vast. | 


Gospel (Pentacostal) Church, with a: 


Os centred around the church. . One E ; 
the most important was a 1 March | Z"M 
76 


just another trader - 


ervative evangelicals predominate | 4 
ong South Korea's more than 10 mil- 
Christians. From the introduction | 
testantism in 1882, the dominant | 
t of Christianity here has-been an |. | 
Southeast Asian women and mer 
| Japan, including Thais, who are | 
“ployed as bar hostesses or construction 
workers, some legally, others not... 
A number of newspaper art les 
have cóvered Thai history and life. Col- 
| tivists say intentionally dissipated politi: 





‘was widely reported. 


By William Wetherall in Tokyo _ 


his month marks the centennial of 
modern diplomatic relations be- 
tween Thailand and Japan. But the 
celebration has stirred a controversy 
about Japanese living i in Siam over 350 
years ago. 
University of Kyoto political scien- 
tist Toru Yano questions the histori- 
cal accuracy. of popular stories about 
a Sie etd adventurer named Yamada 
B eod who is said to have gone 
iam in the early 17th century and 

b a martyr in the service of the 
ings of Ayutthaya, the capital of Thai- 
land from 1350-1767. Japanese are 
taught to regard Yamada as a national 
hero. "They come up with his name as 
Soon as Thailand is mentioned,” Yano 
an WU S practically a conditioned re- 

ex^ s 

Travel brochures published by the 
| Tourism Authority. of Thailand men- 
_ tion Yamada only in passing. "Japanese 









counterparts portray him as a symbol 
| of friendship: between the two 
tries. .— 
Thailand has had a lot of attention in 
the Japanese. press this year. The mar- 
riage in January 
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between "Slum Angel" 
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Thai treasures on display in com- 
memorative art exhibitions in Tokyo, 
Osaka and Nagoya. 

Relations between Thailand -and 
Japan go back to the late 16th and early 
17th centuries. Before Japan withdrew 
from the world in the middle of the 17th 
century, tens of thousands of Japanese 
sailed to Southeast Asia, most as 
licensed traders, some as pirates. 
Thousands settled in Japan-towns in the 
Philippines, Java, and Siam. 

Yamada was born around 1590 and 
arrived in Siam about 1610, according to 
popular stories. The tales portray 
Yamada as one of the most influential 
men in Ayutthaya, then one of the 
biggest cities in the world and an impor- 
tant East-West trade centre with large 
communities of Chinese, Japanese, In- 
diansand Europeans. . 

Yamada may have been a dealer in 
Siamese deerskins, but legend knows 
him better as a king-maker in Siamese 
politics. He himself was made the gov- 
ernor of Ligoor for leading a Japanese 
force against enemies of the Siamese 
court. But he was poisoned in 1630 after 
becoming entangled in a succession dis- 
putes of his own making. Some histo- 
rians think that the Dutch were behind 
the assassination. Others say that he 
was à victim of Muslim or Chinese in- 
trigue. 

Shortly after Yamada's death, 
Siamese forces attacked Ayutthaya's 
Japan-town, killing many of the resi- 
dents and driving others into Cam- 
bodia. Only a few dozen returned to 
Japan, and their reports moved the sho- 





A dumb little mutt 


By Nigel Holloway in Tokyo 
ondon has Piccadilly Circus as a 
favoured meeting place; Tokyo has 
Hachiko Square, a location named after 


.a bronze statue of an eponymous dog. | 


The square is so popular as a place of as- 


signation that people on blind dates 


have to specify at which part of the dog's 
anatomy they will find each other — by 
the nose, the tail, the left hind leg, and 
so on. 

. Net many dogs have statues carved 
in honour of them, even in sentimental 
Japan. Hachiko's claim to fame is his re- 


markable loyalty. Back in the 1920s, he 
| accompanied his NMaerc a professor at 


| 
| 
E 
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Tokyo Imperial University, to Shibuya 
station every morning. And every even- 
ing, there was Hachiko waiting at the 
station for his master to return. 

One day Prof. Ueno did not return: 
he died of a heart attack while giving a 
| lecture at the university. But Hachiko 
continued to wait for his master at the 
station each day. In fact he waited at the 
station for the next 10 years, until, 
worn out from. neglect, he CDM suc- 
cumbed. == ‘| 

They have now made a movie about 
Hachiko which went on general release. 
in time for the school holidays. The 





gun to sever all ties with the Siamese 
court. 

Japanese documents show that a 
man named Yamada Nagamasa (with a 
different Chinese character for *masa") 
sent a letter from Siam, with two shark 
skins and 120 kg of gunpowder, to a 
councillor of the shogun in Edo (now 
Tokyo). But no such name appears on 
the rolls of men who received shogunate 
licences to sail to Siam. Yano, who spe- 
cialises in Southeast Asian diplomatic 
history, believes that Yamada either 
stowed away or used a false name. 


| EY history sources are silent on 

amada's life and deeds, secondary 
and tertiary sources are vociferous. An 
18th-century account became the basis 
of an early 19th-century work by Hirata 
Atsutane (1776-1843), a nationalist 
scholar and Shintoist who held that 
Yamada “ought to be a model for when 
the people of the spirit of Great Japan 
go overseas." Hirata's writing was emu- 
lated in the Yamada books that ap- 
peared from the 1890s to the 1940s when 
nationalists advocated the "southern 
expansion doctrine." 


" 
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film, which, as one may imagine, has a 
pretty thin plot, recounts the story of 
the Akita (a type of dog native to Japan) 
which cannot forget his lovi rofes- 
sor. Naturally, paper handkerchiefs are 
essential equipment when watching the 
movie. Shops have been doing a pass- 
able trade selling Hachiko jigsaw puz- 
zles and the inevitable cuddly toys com- 


plete with wagging tails. 


ot everybody has been enamoured of 
the film or, to be precise, the emo- 
tions it may have evoked among the 
more impressionable members of the 
audience. Keigo Okonogi, professor of 
psychiatry at Keio University, recently 
wrote an article in a local magazine call- 
ed Voice warning of the dangers if a 
eneration of Japanese “is enthralled 
y Hachiko's mystique of loyalty." 
Okonogi recounts reading an article 
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Yamada leading the charge and heading for Siam: king-maker or charlatan. 


Hirata’s imaginative account of 
Yamada leading samurai into battle as- 
tride an elephant inspired artwork in 
some nationalistic children’s literature. 
State history textbooks and historical 
novels similarly eulogised Yamada as a 
national hero. Yamada thus became a 
vehicle for the Greater East Asia 
Co-Prosperity Sphere ideology. 

Forty years later, as Japan again seeks 
closer ties with other Asian countries, 
Yamada is being revived as a national 
nero. Recent books on Yamada review 
the historical evidence, Dut most still re- 
tell his story as though it were true. 

Yano admits that Yamada probably 
existed, but not as the hero which 
nationalistic writers create by enlarging 
on history. Yano also criticises the 
*anti-historical" and “anti-intellectual” 
attitudes of Japanese who take the accu- 
racy of the old Yamada tales for 
granted. 

Yano may be right, historically. Yet 
history’s silence leaves room for embel- 
lshment that is not necessarily moti- 
vated by nationalistic fervour. For most 
Japanese, Yamada is merely a larger- 
tnan-life hero of the hometown-boy- 


in a professional journal 15 years ago, 
where instead of being a paragon of 
fidelity, Hachiko is described a dumb 
mutt. The author had said that one of 
the differences between man and dog is 
that the latter cannot comprehend the 
death of another creature. Since a dog, 
as in the case of Hachiko, cannot con- 
ceive of a master never returning, it will 
wait stupidly for an indefinite period. 

Ohenee! says he had misgivings 
about it, because from childhood he felt 
vague affection and even respect for 
Hachiko. He passed off the author’s 
comments as typical of a foreigner who 
does not share “Japan’s collective fan- 
tasies.” 

Now he is not so sure. He says that in 
feudal Japan, a samurai was expected to 
serve his lord faithfully, no matter how 
Stupid or tyrannical he was. In the re- 
cent past, Japanese were indoctrinated 


makes-good variety. The ethnic pride 
which some take in his alleged feats is 
comparable to the affinity that Euro- 
Americans feel ‘towards bona fide 
meddlers like Hernando Cortes and 
Matthew Perry. 

Worship of real or imagined heroes 
seems harmiess anc even healthy beside 


| the paranoid analysis of historical data 


which suggests tha: the Japanese were 
victims of misunderstanding over trade 
friction even in the 17th century. Yet 


_ the stories of friction may be less fictiti- 
ous than the tales about Yamada. 


Dutch East India Company records 
apparently show that in 1624 the com- 
pany was losing money to Japanese 
monopolists who were buying up the 
best skins of the day. The Chinese were 
also dealt a blow by the Japanese com- 
petition. Ard a certain Spanish ob- 
server urged that the Japanese be bar- 
red from trading deerskins because 
their indiscriminate hunting was 
threatening the Siamese deer with ex- 
tinction. 

As modern Thai-Japan ties enter 
their second century. such history seems 
to be repeating itself on a global scale. El 





to believe that, no ma-ter who the politi- 
cal leader or his policies, they owed 
blind obedience to the nation. And dur- 
ing the Pacific War. Hachiko was used 
for propaganda purpeses as a symbol of 
selfless devotion. 

Okonogi says the time must come for 
Japanese to discard this mentality of 
unquestioning loyalty and that the 
spiritual reconditioning must start in 
schools. Students sheuld be told that 


. Hachiko's 10-year vigil is merely a sign 


of low, canine intelligence. 

Could another generation fall under 
Hachiko's spell? Wel, judging by the 
size of the audience when this writer saw 
the film, Hachiko’s Story must have 
bombed out at the bex office. Maybe 
would-be filmgoers thought the film’s 
theme was simply out of date and that 
semebody like Michael Jackson was 
closer to the spirit of the age. o 











MEMOIR 


Crying for justice 


Stay Alive, My Son by Pin Yathay. Bloomsbury, London. A$39.9 (US$28.50). 


hen published in French a few 

years ago, the story of how a Cam- 
bodian engineer called Pin Yathay 
avoided becoming, to borrow a phrase 
from the odious Khmer Rouge, fer- 
tiliser for the rice fields, was one of the 
first accounts of an insider's sufferings 
under the Pol Pot regime. It was hailed, 
justifiably, as a definitive account of a 
tamily's — and by extension, a nation's 
ec ey 

Now released in the English transla- 
tion, this chilling and highly literate 
memoir deserves a wider audience. The 
fact that a recent study by Amnesty 
International cited human-rights 
abuses in today’s Cambodia — whose 
leader, Heng Samrin, is described 
by Yathay as a “Khmer Rouge dis- 
sident” —_ should tempt no one 
to forget what happened between 
1975 and 1979 when an ideological 
madness held sway in “Democratic 
Kampuchea.” 

Cambodians . themselves have 
neither forgotten nor forgiven the fana- 
tics who still raid the country from their 
‘Thai sanctuary, and the opening lines of 
Yathay's painful account stand as a col- 
lective testament: “This is a true story. I 
dedicate it to the memory of my child- 
ren, my wife, my parents and other 
members of - family, as well as to the 
memory of millions of my compatriots. 
They were victims of slaughter, forced 
hard labour and famine during the 
darkest era in the history of my 
country." 


Yathay, a senior official in the public 
works department during the rule of 
Gen. Lon Nol, was active in a semi- 
underground forum of professionals 
which favoured a government of na- 
tional reconciliation. 

They believed that such a coalition 
should include the outlawed Khmer 
Rouge, a grouping which Yathay be- 
lieved to be simply nationalist: “Some 
might be communists, I said, but they 
were first and foremost Cambodians 
like us.” 

Just how dissimilar the Khmer 
Rouge were began to be revealed in 
April 1975, following the capture of 
Phnom Penh and the forced evacuation 
of the capital's residents. The hideous 
culmination was the killing fields where 
sO many innocents were put to death, 
mostly bludgeoned in order to conserve 
ammunition. 


B: well off, Yathay's family, in- 
cluding his aged parents, began 
their exodus from Phnom Penh by car 
with supplies of food, clothes and, in the 
author's case, US$3,000 in cash. De- 
spite the Khmer Rouge's supposed 
banishing of the market system, these 
goods would later make the difference 
between life and death — for a while, 
anyway — when used to bribe the black- 
clad cadres of the Khmer Rouge's sinis- 
ter Angkar (The Organisation). After 
weeks on the road, now carless, the 
family, along with hundreds of others, 
reached a stretch of virgin forest 


where they were ordered to build a 
home. 

"We wallowed in a bog, freezing and 
worn out. Staud [the baby] was now per- 
manently sick. The other two children 
just stood or squatted sadly, watch- 
ing us. As we huddled round the fire, 
Any [his wife] and I looked at each 
other without speaking, and wept . . . 
Tears were the only words we need- 
ed." 

Soon afterwards, Staud died, and the 
family gained special permission to cre- 
mate him. Usually corpses were buried, 
in contravention of Khmer Buddhist 
tradition: “The Khmer Rouge thought 
that the corpses should act as fertiliser 
for the future crops. Cremation, they 
said, was more waste. You had to gather 
the wood, make a pyre, and attend the 
funeral — a waste of wood, labour and 
time." 

Ironically, there would be few crops 
anyway (hence the widespread starva- 
tion). Firm believers in the Maoist doc- 
trine of it being better to be red than ex- 
pert, the Khmer Rouge were inept ag- 
riculturalists and turned their backs on 
all offers of technical help. Trained 
personnel had to perform manual 
work, a policy that Yathay dared ques- 
tion. 

In time most of Yathay's family 
would die from illness caused by the 
poor diet and long hours of labour, 
punctuated by political lectures from 
the comrades. His father's last words 
contained advice on how to survive 
the nightmare: “Act ignorant, do not 
speak, do not grouse, do not argue. Stay 
alive, my son." 

Used as the book's title, the same 
words are directed by Yathay to his last 
child, Nawath, whom he and Any were 
forced, painfully, to leave behind when 
they made their escape towards Thai- 
land in 1977. At the time, Nawath was 
languishing in what the Khmer Rouge 
called a hospital, where medicines 
did not exist and where a day's food 
comprised a few grains of rice in 
watery soup. Yathay's mother had 
died not long before in the same 
hospital. 

As well as recounting the horrors 
that Yathay and his hapless compatriots 
suffered, this is also a testimony to the 
human spirit and the ability for at least 
some people to survive. 

Yathay's remarkable jungle trek to 
safety is an epic ranging from deep 
despair — the loss of his wife — to 
the mind-soaring feeling engendered 
by escape from his final Khmer Rouge 
captors. 

Today, Yathay lives in Manila and 
works for a development aid agency. He 
has another family, many sad memo- 
ries, and, like other Cambodians, still 
waits to see justice done. 

— Robin Osborne 
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By Anthony Rowley in Washington 
n an extraordinary act of self- 
indictment earlier this year, 
the World Bank confessed 

that it had failed to "chart a clear 

institutional strategy through dif- 
ficult times," failed to provide 

"intellectual leadership in the 

debt crisis," had become "soft" in 

its internal management and had 
generally “not measured up to its 
mission. 

These were among the 
charges levelled in the report of a 
reorganisation steering commit- 
tee chaired by a World Bank 
vice-president and including 

mainly other bank insiders. The 
trio of external members in- 
cluded former bank president 

Robert S. McNamara, one of 

the Washington  institution's 

staunchest defenders in the 
past. 

The bank’s president, Barber 
B. Conable, then pronounced 
sentence: the bank must undergo 
radical reforms which would lead 
to numerous heads rolling and 
would involve penance for just 
about everyone in the shape of 
extensive job restructuring. This 
was rather rough justice and it is 
questionable whether the bank should have been on trial in 
the first place. 

In annual surveys of the World Bank published over the 
past five years, the REVIEW has commented that the bank's 
long-term development role has become obscured by a 
preoccupation on the part of its principal shareholders with 
short-term economic crisis management. The REVIEW also 
described Conable's immediate predecessor A. W. ‘Tom’ 
Clausen as a "banker without portfolio" in the sense that, 
during his tenure, the World Bank suffered considerable ero- 
sion of the autonomy it enjoyed under McNamara to pro- 
mote development as it saw fit. 

Such criticisms were directed as much at the confused 
development philosophies of the bank's major shareholders 
(especially the US) in the 1980s as they were at the bank. 
Clausen failed to defend the bank effectively against ideolog- 
ical attack from outside and his successor appears to have 
come to office with the remit of putting right rather ill-de- 
fined wrongdoings. 

Over the years — it was last reorganised in 1972 — the 
World Bank may well have become inefficient in some re- 
spects, possibly overstaffed and perhaps over-bureaucratic 
and unaccountable. But the present thoroughgoing reform, 
apart from being damaging because of hasty and poor im- 
plementation, is not being carried out in accordance with any 
well-defined policy agenda for the 1990s, beyond rather 
nebulous criteria of efficiency and accountability. 

The institution that will emerge from the restructuring 
bears a strong resemblance to a blueprint drawn up during 
the early years of the Reagan administration in the early 
1980s. According to this, multilateral and regional develop- 





ment banks should evolve into 
something between a private in- 
vestment bank and an intellec- 
tual think-tank with less em- 
phasis on project lending and re- 
source transfer. They should 
"catalyse" private (commercial 
bank) lending to the developing 
world. 

such ideas were pushed as 
hard by Washington at the Asian 
Development Bank and the Inter- 
American Development Bank as 
they were in the World Bank. 
But the presence of other power- 
ful regional shareholders n those 
institutions resulted in a blunting 
of the US reforming zeal. The 
World Bank thus looks like be- 
coming a prototype of early 1980s' 
US development thinking at a 
time when much of the underly- 
ing philosophy has already been 
compromised by events. 

At first sight this does not 
scem to square with the facts. 
The World Bank reorganisation 
was largely an in-house affair, as 
argued by its president who also 
likes to point out that h2 stood 
apart from the proceedings at 
many stages. But there is an ele- 
ment of sophistry in these claims and some regard the re- 
structuring as a carefully stage-managed exercise. 

Almost any group of people asked to say what is wrong 
with their institution and to criticise their colleagues and 
superiors would happily comply. That is what happened at 
the World Bank, and the process of self-destructien went 
several steps further when staff selection was delegated from 
one level to another all down the line. All this appears to 
have been assisted by the selection of a firm of outside con- 
sultants more familiar with efficiency (and profit)-oriented 
ves banks than with development institutions. 

Conable is accused by some bank staffers of embarking 
too soon after taking office on the reorganisation cf an in- 
stitution whose raison d'etre and modus operandi he can 
scarcely have had time to understand fully — and on standing 
too far back from the ensuing fray. On the other hand, those 
who believe that Conable was given two years by the US 
Treasury Department after his appoint nent (in mid-1986) to 
reshape the World Bank nearer to the US heart's desire 
argue that he has simply done as he was told. 

Many of the charges in the 42-page report of the steering 
committee could just as easily be levelled against the bank's 
principal critics (including certain European nations and 
Japan who have latterly joined with the US in the fray). 
hese charges may broadly coincide with the allegations of 
bank staff, but the policy agenda for the debate was set from 
outside by governments who seem to have projected some of 
their own shortcomings on to the bank. 

The charge for instance of failing to chart a clear institu- 
tional course through “difficult times” seem ironic. The 
science of development economics has become such a shift- 
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Shanghai Bank was establishing a unique 


. reputation in trade finance. 


Formed over a century ago, we were one 
of the first banks to set up branches not 
only in Asia, but also throughout the 
world. Today we are one of the world's 
major financial institutions, with over 
1,300 offices in 55 countries. 

We offer a wide range of trade services 
and FOREX-related services: docu- 
mentary credit facilities, collections and 
remittances, performance and bid 
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guarantees, letters of introduction, and 
government export credit and insurance 
services. 

We also offer Hexagon, the group’s state- 
of-the-art electronic banking system, 
which lets you control all your domestic 
and international financial affairs — 
including Import/Export — right from 
your Office. 

For further information on our range 

of services and facilities, contact the 
Imports/Exports Department at your 
nearest branch of the HongkongBank 
group. We'll put your trade on a steady 
course. 
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The Hongkong and Shanghai Banking Corporation 
Marine Midiand Bank © Hang Seng Bank 
The British Bank of the Middle East * 
of Australia + Hongkong Bank of Canada 


Wardley * James Capel + CM & M 
Equator Bank 





Carlingford and Gibbs Insurance Groups 
Concord Leasing 
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‘ually imposst- 
t of cou hrough t morass. “Intel- 
lectual leadership in the debt crisis has been equally hard 
to provide since it has been argued all along by those hold- 
ing the purse strings that a “case by case” solution should 
be pursued, rather than any overall framework approach. 

Essentially market-ersented govern- , 
ments which have been in rower since 1980 
in the US, Britain and much of Western 
Europe adhered to two tasic policy tenets: 
inflation must be wrung out of their 
economies at whatever cost elsewhere —- 
and, wherever possible, private-sector in- 
itiative should be favoured over public-sec- 
tor activity. Development economics have 
taken second place to these nostrums while 
terms like adjustment amd privatisation 
have been substituted for growth and deve- 
lopment. 

Against the background of a deflatio- 
nary international environment, it has been 
extremely difficult for all but a few develop- 
ing countries (such as the manufacturing ex- 
port-oriented East Asiar newly indus- 
trialised countries) to service foreign debt, 
let alone finance new devslopment. 
Yet throughout most of this period 
the World Bank has been pressured 
by its major shareholderstc engage 
not in large resource transfers but 
in promoting structural adjustment 
and, wherever possible, privatisa- 
tion. Both require large panics 
which has not been forthcoming. - 

An international commenity un- 
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able to square the circle of achiev- 
ing “non-inflationary prb vt "Fotal dott o anda. . 7.73 
and the debt problem wil. not go _Total funds (debt & equity?) . 6.73 ; 


away without growth — scems ill- 
qualified to accuse the multilateral 
institutions of failing to give a lead. 
But it is easier for leadng indus- 
trialised countries to use che World 
Bank and similar institutions a 
scapegoats rather than confront the 
inadequacies of their own cevelons 
ment philosophies. | 
The World Bank whictemerges 
from the reorganisation may well © 
be better equipped to provide ad- 
vice on economic adjustment than. 
the bank was under a s:ructure 
which evolved largely or the back 
of project lending. But so-called 
policy-based lending (which means 
telling developing countries how to 
organise their economies in return 
for loans) still accounts for only 
some 20% of total lending and is 
unlikely to grow rapidly. So the MEET 
new structure looks like being | 
rather top heavy at the sharp end. 
This sharp end is the ew intel- 
lectual powerhouse or Polizy Plan-. 
ning and Research divisor. Some 
suspicions have been voiced that 
the traditional project aad sec- 
tor lending activities might be jete 
tisoned at some future date once 
commercial banks return :o “volun- 
tary lending” to devel eloping coun- 
tries. The vastly slimmed World 
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dinator of private lending. Conable denies this and 
that lending levels envisaged do not sugg=st a dimi 
source-transfer role for the Bank into tke early 1990 
may be no more than expediency, however, given the dim 
sions of the debt crisis. : 
Meanwhile, the idea-of the World Ba 
evolving into a kind of super investme 
bank instead of an international econo: 
bureaucracy continues :o be strengi 
54 | by developments. The bank’s equity a 
56 | the International Finance Corp.. (I C 
56 | will almost certainly be given an en 
hanced role in the overall scheme aft 
reorganisation. (The EFC itself is lik 
to be looked at by consultants Coopers 
Lybrand soon.) The bank's role in p 
67 moting privatisation is compleme 
eg | With the IFC's promotion of capital: m 
71 ket development in developing countrie 
72 | and Conable says he wants to "use 
74 | Synergy of the two institutions more effc 
75 tively." 1 
_ Private- sector dewelopment- ^ 
seeks to reduce the bureau: 
excesses (not to mention 
 "budgetary straias) of a dom 
public sector is. still an in 
ally respectable concept in p 
like Asia and even in some o 
least-developed parts of A 
But too aggressive a privat 
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how ideology hzs intruded wa 
.US insistence that a new 
'sion of the Wosld Bank — P 
Sector Management — & 
under the ipea E 
have the words “and Priv: 
tor Development" added t 
title. ru 
Seasoned World Bank 
argue that development: e 
achieved through balanced gro: 
of both public and private sector 
and that this caa best. be achiev 
if the bank is assured of reasoi 
able autonomy.  Unfortunat 
the new structuze does not app 
to guarantee such freedom fi 
outside interference, and it. wil 
need a strong president to fend of 
arbitrary ideological incursions. 
Already. the continuity of tl 
bank's regular project wor 
been damaged »y the reórgani 
tion — mtissiors have been d 
laved for several months and 
could lead to delays of one 
years in certain projects.” 
could be reflected in reduc: 
ing, at least rela-ive to the | 
need. That in "urn could in 
countries’ willirgness and ` 
to accept the :conomie ref 
which the bank 1s supposed 
better equipped to provid E 
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INTERVIEW/MICHEL CAMDESSUS 


Growth without 
pain: the 
impossible dream 


overnments in developed and developing countries 
f must summon the political courage to tell electorates 

why adjustment is needed to restore growth, and not 
use the International Monetary Fund as a scapegoat for the 
economic and social pain which often results. This is the view 
of the IMF's recently appointed managiag director Michel 
Camdessus, as expressed to the REVIEW. 

In one of the first interviews granted since he came to of- 
fice earlier this vear, former French 
Treasury head and central bank gover- 
nor Camdessus talked frankly to 
international finance editor An- 
thony Rowley abcut IMF thinking on 
adjustment, on the debt problem anc 
on strategies for restoring economic 
growth. 


Under your leadership, the IMF is 
taking on a more human face. Do vou 
think that is consistent with the 
often stern economic disciplines which 
the IMF needs te impose upon coun- 
tries? 

I don’t see really why the fund 
would have a more human face now 
than before. What I can observe 
perhaps is that, due to the efforts 
of my predecessors [and myself] the 
membership understands better and 
better what the IMF is for, the 
difficulties we confront each 
day and why apparently we are 
frequently the villain of the 
game. 

The IMF is not inhuman in suggesting discipline: discip- 
line is a human virtue. Promoting discip ine is to be human 
and if you see a human face in the func it is possibly because 
the fund is for discipline and not for disorder. 

Now let us turn to economics and see why possibly it 
would appear [that we are] too much imterested in re-estab- 
lishing macro-economic equilibrium, too much [involved] in 
the adjustment side and less than desirec in the growth side. 
I would bluntly tell you that this is not a factual judgment. If I 
look to what we are doing here it is to work for growth — 
sound and sustainable growth — and if you want sound sus- 
tainable growth, you need adjustment Adjustment is as 
necessary for growth as growth is for adjustment. 

I make this point frequently because people are reluctant 
to see the reality. It is only dreaming to think that growth can 
come without pain. If you want to grow, and especially if you 
want growth in a sustainable fashion, you need to remove all 
obstacles to growth and [in doing that] yeu may have to fight 
deeply rooted privileges, bad habits. [Camdessus cited 
budget and public-enterprise deficits which pre-empt savings 
and growth among such bad habits.] Thea you find a tempta- 
tion for governments who know that they cannot avoid tak- 
ing measures being only too happy to have a scapegoat and to 
attribute [the need for] this kind of measure to the IMF. 

I cannot accept this attitude and I urge governments to re- 
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nounce it because if governments have not the courage to tell 
their people that these inescapable measures are their own 
decision, then there is no hope for the IMF and the program- 
mes that we have put together would just fall apart. 


Despite that. your initiative at the Venice summit to increase 
the size of the IMF's Structural Adjustment Facility (SAF) 
appears tc sugges! a realisation that more financing is re- 
quired for the adjustment process, and possibly longer 
periods of time? 

You are right. We wanted to be consistent with our mis- 
sion, which is to promote sound growth in the world. We can- 
not but observe that, at present, resources — especially for 
promoting adjustment and growth-orientated programmes 
in the poorest countries — are quite insufficient. Our [lend- 
ing| instruments were designed to answer the needs for short- 
term adjustment. Now we see that what is more important is 
to remove the structural obstacles to growth. We know per- 
fectly well that structural adjustment takes more time than 
adjustment thrcugh the reduction of demand. We consider 
that for the pocrest countries we need more financing with 
longer penods of reimbursement. This is why I have asked 
the leaders of the seven countries for some additional financ- 
ing to be used in conjunction with our 
SAF, which is our best instrument for 
dealing with adjustment and growth 
problems. 








Would a supplement to the SAF re- 
quire a paid-in contribution for the in- 
dustrialised countries? 

Yes indeed. The SAF is now 
funded through the reimbursement of 
the so-called Trust Fund which was or- 
ganised on the occasion of sales of the 
fund's gold. We have only 3 billion 
SDRs [Special Drawing Rights] there 
and we consider that we need at least 
SDRs 9 billion if we want to answer the 
most urgent needs of the SAF-eligible 
countries. The only way to fund that is 
to ask countries to provide. us with 
financing on similar terms and condi- 
tions. We are now in the process of 
gathering this money. Each country 
has a natural tendency to fee! that its 
neighbour is in a better position to 
contribute. But I urge countries not 
to consider the contribution of their 
neighbours but to form their own judgment of the magnitude 
of the neec and the crucial importance for the world commu- 
nity to have these poorest countries surviving. 

| am sure there are many leaders in our world ready to ac- 
cept this, because there is a growing recognition of the major 
risk for the entire world community from the further 
deterioration of the situation in these countries. No country 
— includirg the most prosperous — can consider itself as an 
oasis of prosperity in a universe of misery. 


Do you expect Japan to be among those helping to fund an 
enlarged SAF? 

Of course. I have no doubt that Japan will contribute with 
great generosity. Japan signed the Venice declaration on this 
matter and | know that Japan is implementing [Japanese 
Prime Minister Yasuhiro] Nakasone's programme for recycl- 
ing its sarpluses with a special view of contributing to the bet- 
ter ecoromic development in the poorest countries. 


How far can adjustment in itself go towards restoring growth 
and how do you keep the global economic system moving 
along so fhat there are incentives for debtor countries to 
repay their debts? 

More and more there is recognition that adjustment and 
growth strategies are not only for countries applying for IMF 
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There is no debt strateg: 
condition is not satisfied. You need growth in the industrial 








y which i is conceivable if the first pre- 


world and for that you aise need adjustment. 

What is needed fora start is efforts in surplus countries to 
stimulate their economies so-as to correct the inevitable 
economic slowdown whic? | 
internal demand in the Uaited States in line with the correc- 
tion of its own balaacs of payments. This adjustment is 
necessary in all countries, but especially in those which have 
no significant room for manoeuvre now because of their dif- 
ficult balance-of-paymen:s situation. Developed countries 
with balance-of-payments disequilibria have to redouble 
their efforts for structural adjustment [so as to] have a better 
balance-of-payments position in the years to come and, 
through that, a better rate of growth. — 

All countries have to reinforce their efforts for adjust- 
ment and growth in a coordinated fashion for their own sake 
and if they want to make possible a solution to the debt situa- 
tion. The key elements for sustainable solution of the debt 
problem are growth in the industrial coüntries, free trade, 
lower protectionist pressures and gradual dismantling of ex- 
ternal trade restrictions. sounder economic E in debtor 
countries, and then financing: 








Could you envisage any circiimstáiiées. in i which the banks 
might reduce their claims on debtor countries and would that 
e the Lid "€ of the debtor countries? - 





treatment is needed and? n niddle-inicomte- countries for which 
repayment of debt is not possible today without adequate re- 





scheduling but for whieh long-term solutions are: certainly _ 
feasible. Which kind of instruments have to be utilised for — 


that? I think that we are: encouraged to be imaginative by the 
decision of our Interim Committee to push what we call the 


menu strategy for a contribution from the banking communi- + 





ty to the financing: of sound programm 's in the indebted 
countries, not only throagh the traditio al new money pack- 
ages but through a seto” new 
equity swaps and all kinds: 








The only limitation suggested today will be that all these. 


instruments have to be cirectly or indirectly derived from the 
market and in no way rely ng on treasury [finance ministry or 


central bank] financing o> through multilateral institutions... 
It is an illusion to thiak taat a heh cantribution, a male 


B At the end of the day: it it is Pesta Si to find this 
financing. But I think there is enough scope for action 
through market-derived nstruments to [permit al solution 
provided the preconcitioas are ther | 
policies and adequate maneng from the multilateral finan- 
cial institutions. 





Do you believe that the agreement at the recent Venice sum- 
mit on the exchange of key economic indicators among lead- 
ing industrial nations represented a real breakthrough, and 
will it lead to meaningful policy coordination in future? 

It was a meaningful development because the set of deci- 
sions taken make possible in a concrete way the strengthen- 
ing of coordination ofeconomic policies of major countries. 

It is extremely difficult to reduce the unsustainable bal- 
ance-of-payments imbalances of major countries and also 
maintain an acceptabie pattern of exc ange rates without re- 
ducing growth in the wer d. I would say it is almost without 
precedent in the ecoaomac history of the modern world to 


achieve that. We have to add something in the system. This 
additional element is better coordination and for that there is - 


a clear readiness amoagat the major actors. Not one of them 
believes that it can get ric of its own. problems | y playing its 


will result from the reduction of - 


nts — debt. swaps, I? 
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own national game without taking. into con ideration the. | 


problems of the others. 


: Bank and commented on the possibilit” of a resump 


Most of our member countries seem to expect a great deal 


















































View fromt 
top of a 
new-look bank 


orld Bank president Bar- 
ber B; Conable admitted ir 
WW a recent interview with the 
REVIEW's international finance 
editor Anthony Rowley that the 
current reorganisation of the bank 
has proved to be even more 
dramatic than he at first ex-- 
pected. But he defended the deci- 
sion to go for a root-and-branch 
restructuring which wil make the 
bank more efficient-and more re- 
sponsive to the. reeds of its mem- 
bers. 
Conable also outlined his philosophy ot 
the bank in the development process, is. : 
International Monetary Fund and the bank's rok 
crisis. He discussed Japan's changing position it 









lending to Vietnam. Highlights: 


The reorganisation has been a good deai more wide- 
and far-reaching than most people expected. What ob 
tives did you set im engineering t the changes, and wh 
ble benefits will they qud ; i 


ng faced a a ics on the part of the Part Il 

veloping] countries that we were insu ficiently respon 
and too bureaucratic in our approach tortheir probl 
the Part I [developed] countries that we were ineffi 
that there was a sense of drift in the wa» that we made c 
sions. JE 

I felt the support of our member coentries required t 
we take a look at ourselves, that any institution as big and 
central as this one should occasionally Icok at the way it « 
rates, the way it is structured, and try te be both responsivi 

and efficient. If we can't make decisiors of that sort; Twas 
convinced that our member countries probably would not le 
us grow as I felt we might need to ove- the years to com 


the bank. I want to be sure that we are response to their 
pectations. 


If you had to undertake this exercise azain now would 
change the way in which the reorganisa-ion was carried 
to minimise the staff dislocation? | 
You have to understand that when I came here, I w: 
an experienced administrator, developraent man or ba 
I needed to get skilful advice about how to go about 
thing. I have not regretted the consultants that we hir 
look at the bank, nor have I regretfed he basic decisi 
have the reorganisation designed in-house by bari | 
members themselves. A lot of people thi 
‘fact , I held myself quite 2 loof from itt 

















institution, and asked the mid. 
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| managers to design the reorganisation. I don't believe they 
were wrong in the sort of things they dic, though clearly it re- 
sulted in more dramatic changes than | weuld have had the 
courage to do had I been doing it myself. 









































Why did you opt fer the four senior vice-presidents’ struc- 

I needed to have a policy group that woald be representa- 
tive of the entire bank structure, and | needed to have it a 
manageable size. 


Did everything else follow from that structure? 

No. I did want to make the policy process more visible and 
more bank-wide than it was before. I thought it would im- 
| prove my relations with the board if they could see how po- 
 licy was made. Everything flowed from the philosophy 
. adopted of trying to have a greater degree of decentralised 
. decision-making on a country level so that member countries 
— would be able to deal directly with the pecple who are mak- 
ing the decisions. 


— Why did that require that the staffing chamges should go all 
. the way down through the bank, that there should be this 
—. complete turnover of staff? 

— At this point, we are roughly on the aggregate; between 
E and 90% of the people working in the bank will remain 
- insitu. In other words, there is not as large z 
turnover as the perception. Clearly, there is 
uncertainty and insecurity as a result of thc 
overall review. But there is going to be < 
p. high degree of continuity in the fina 
esult. 


Oy 
" 
i D 
| ias been irrevocably damaged? 

| It has not been irrevocably damaged. 

. would not doubt for a minute that manv 
. people who support the idea of reorgani 
| sation are concerned about its impact or 
. them personally. This is a large and com 
| plex institution, ard it has tended to bc 
. fairly rigid in its regulations and its struc 
— ture and in the relationships art fel 
- secure in relative to a rather complex way 

of operating. Many people here were ex 
tremely frustrated by the sense that no- 
- thing they did mace any great difference, that they were 
. not responsible for the decisions they made because they 
. would be reviewed seven times by people above them and, 
_ therefore, there was little accountability I think morale 
. should ultimately be considerably better ir an environment 
in which people know they are going te make a differ- 
| ence. | 


| 


you accept the argument that morale 


‘will 


| «uw 
. The reorganisation strengthens the decision-making powers 
_ of the bank's president. In other words, he makes decisions 
whereas before they were made by the management commit- 
. tee. I have heard arguments that this will lez ve the bank open 
_ to outside influence via the eem 
I doubt that that would be the effect. lt would certainly 
. not be my intent that the bank would be more vulnerable to 
. such a process. But I do believe that onc ofthe problems our 
| . member countries had with this institution was the sense that 
. they couldn't get decisions made, that dec sions were made 
- bureaucratically in ways that were almost invisible to them 
and altogether too slowly. So somebody hes to have an ulti- 
| mate power of decision. 
E. 
| The PPR, the Policy, dere and Research Division seems 
to be emerging as a sort of intellectual sharp-end of the bank. 
| That is one of the intents but some cf us were concerned 
à that it not become an ivory tower, totally separated from the 
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been mace to mesh it on many levels with the Operations De- 
partment. 


Is it likely that PPR will become i important inthe 
sterol shoe ot tale, that the bank will act as a sort of in- ` 
tellectual partner in the development process and that pro- 
ject lendiag and other activities will slowly diminish in impor- 
tance? 

I think PPR will become an important part of the bank. 
But I can’t conclude from that that the project work of the 
bank is going to wither away. In fact, 75% of our work is 
likely to continue tc be fairly traditional investment-type 
lending. and there are many reasons for that. You can have 
the best macro-economic policies in the world, and if you 
haven't got a functioning road system or an education net- 
work or a communications process in the country, you simply 
aren't going to get economic growth. We have [created] 
country divisions and four regions under the reorganisation, 
and we w ll have substantially large pools of technical people 
available to be focused as needed to provide a degree of qual- 
ity control of the country direction. That is the basic goal of 
the reorganisation. 


Is the greater emphasis on country responsibility going to be 
a very real benefit? 

It should help us focus our human resources more effec- 
tively ir dealing with countries. There has been a tendency 
for 2 number of people to try to speak for 
the bank in relation with individual coun- 
tries, and they were creating great confu- 
sion. A lot of repetitive missions coming 
through and dealing with nuances that were 
not always clear to the beneficiary countries 
took P a lot of the time of officials who 
reeded to deal with the basic role of govern- 
ing. 


Do you think the bank has now clearly iden- 
tified its role in the development process? 
The IMF obviously is going to play a greater 
role in structural adjustment. So how do 
you fit with the IMF? 

We need the IMF and the IMF needs us, 
and that hasn't changed. We can't do signi- 
ficant work bringing about the economic 
growth that will reduce poverty unless 
there is a basically functioning economy 
in the semse that it is at least stabilised. If you have 
1,000% inflation and terrible imbalances paralysing your 
economy. obviously our work in either project or longer- 
term ecomomic growth adjustment is not going to be suc- 
cessful. 

On the other hanc, if you didn't have a World Bank and 
all you hzd was an IMF doing its basic short-term stabilisa- 
tion work with a fairly limited scope of fiscal pools available, 
you just Fave a repetitive pattern of crisis and austerity and 
no way sy we out of that pattern. So they need us as well. 


PEER (OM 


[However] we need to work hard on avoiding competition, 
avoiding duplication. 


When I talked to you last year, one of the things you em- 
phasised was that the role of the bank was development and 
not debt management. But the debt problem is still there and 
it tends te grow. Do you still feel so strongly that the bank 
ought not be concerned with debt management? 

We should be concerned with it because that is some- 
thing that can prevent sustainable development if the debt 
crisis is not managed. But you could have perfect debt 
management and still be a terrible flop as a development 
institution and thus, while you have to concern yourself 
about dest, you mustn't come the conclusion that debt 
management is the goal of this institution just because its 
name happens to be the World Bank. It is the world develop- 
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ment agency in effect and development is the ultimate goal. 


Are you confident that the bank will get a General Capital In- 
crease (GCI)? 

Yes. I think everyone would be more comfortable if [the 
process] were moving faster. But the member countries are 
still committed to the idea that, when needed, it will be made 
available. We have started discussions in our board on the 
modalities already, locking towards a GCI. We believe that 
one will be necessary seon, and that we will have the support 
of our member countries at that point. 


Soon? 

Certainly during fiscal 1988. Our first priority, of course, 
is IDA-8 at this point. We are somew what dependent on 
Strategic consideratiens in relation to the US Congress and 
other Part I countries. 


I had the impression that IDA-8 was all but agreed. It was 
signed and sealed? 


The authorisation has not been passed by the US Con- 
gress yet. 


Doy ici b here? A 
"| don't, but in these c D Oe iodawa obviously AT THE ORCHARD HOTEL H 

lar with domesic'pdiiédani RII ware Tcal teat OUR PERSONALISED STYLE 

process yey esl andar ver} ie maximss ke |. NEVER RUNS OUT OF SEASON. 

ing the US to reduce its deficit are frustrated that the US 

doesn't increase its foreign aid. 





Our reputation for personalised service 
something you'll experience throughout pe d 


Do you think that asa result of this reorganisation the bank P di 
will be better viewed in the US Congress and therefore the ^d MUR Wer T apound poene h i539 
chances of getting IDA and the GCI through will be im- ipis es pride in ensuring that each gues | 
proved? feels comfortable and right at home. | 
I would hope so. Ciearly, the bank is not disadvantaged "Mare Qi , 
with its member countries if it is viewed as more efficient and Located within Singapo res shopping/ entertainment 
more responsive. area, and mere minutes from the business district, 
the Orchard's 350 rooms and suites are furnished 3 
What is your view of the response to the developed member with the luxuries vou expect of a first-class hotel. " 
countries generally te the reorganisation? Our business facilities include facsimile f 
bits s waiting tc see the results. We are right in the and teletext while 3 dining outlets, a bar lounge and 
we Se rooftop pool complete the other amenities. 
What are the chances ef the bank resuming lending to Viet- So if Sin re is vour mbe 
nam within the period ef IDA-8 (three years from 1 July)? Oichard H Sal "Por i erant Ad Sk $ P y 
I would say it was dependent on Vietnam, what Vietnam hospital; h > pe 9 
was willing to do in the way of establishing its creditworthi- ospitality that's never out of season. 
ness and its potential for economic growth. I know there are 
interesting noises coming out of Vietnam now, just as there Corporate Room Rates: Single/Double S$75* 
are out of many of the socialist countries that have had severe à ; . 
growth problems. Businessman Package: (with American Breakfast) 
x MS : se ; Single S$80* Double 5$90* 
What are the chances of the Soviet Union becoming a | Long Term Monthly Rates: From $1800 nett, — 
They would have tojoint the IMF ard they would have to : D ud A 
open their books to de that and get convertible currency. | Bibione a tahoe told mw ae a 
think that issue is going to test the rapport of the Soviet * Rates subject to ten pércesit service charge and ) US 
Union quite strongly. Obviously the Soviets are not ojecting three percent Government tax. y 


to the Eastern Bloc nations engaging in the kinds of reforms i 
that we believe are necessary if they are to re-establish their e 


creditworthiness and be useful members of this organisation ORCHARD HOTEL 
because you have seen quite a bit of interest there. Poland 


joined us last year. Romania has some problems because 442 Orchard Road Singapore 0923 Tel: 7347766 S 
they don't seem to be meeting their obligations currently. Tix: RS 35228 ORTEL Cable: ORCHARDTEL Fax: 7325061 


The role of Japan in the bank, in terms of senior positions or è Cathay Pacific Airways Instant Hotel Confirmation Service — CUPID 


even less senior positions, still seems to be very small. * Singapore Airlines Hotel Reservations — KRISCOM 

We are doing what we can on that. There is a tendency for Malaysian Airline System — HOREZ 
the Japanese to believe that the road to performance leads SALES & MARKETING OFFICE — Japan: MM international Hotels 
through Tokyo and net through Washington. Clearly, we Yoshikana Building, 4F 31-4, 5 Cho-me, Shimbashi, Minato-Ku, Tokyo, Japan 
need to work on this. I am anxious to establish procedures to Tel: 093-437-6253 Tix: 2422819 MMINTL J 
encourage additiona! Japanese recruitment. o A MEMBER OF THE HONG LEONG GROUP 
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World Bank headquarters: radical changes. 


RESHUFFLE 


The fallout 
following 
the shake-up 


T probably has never been anythimg like it in the 





history of any bureaucracy — a reorganisation which 

cuts a swathe through a staff of more than 6,000 leaving 
many of them, including some of the brightest and the best it 
is said — without jobs and the majority of th? rest in astate of 
bewilderment and apathy. 

Barber Conable s fundamental shake-tp of the World 
Bank — he likes to disclaim full responsibil'ty for it end says 
it was a staff-determ:ned affair, while ethersclaim it has been 
a US Treasury-inspired coup — is defended as an exercise in 
increasing efficiency and accountability. Others sec it as a 
cynical exercise in institution smashing; a cultural revolution 
designed to satisfy ideological prejudice. 

Whichever it is — perhaps something cf the two — the ef- 
fects will continue to be felt long afterthe end of Seprember, 
when the final round of job reorganisation 1as been settled. 
Some say it will be two years or more beforethe bank's inter- 
nal “chemistry” is restored to balance and before the disrup- 
tion to external activities is rectified. 

Conable admits that the reorganisation proved to be more 
dramatic than even he expected. One senior official summed 
up the spectrum of views thus: “Some say it is the best thing 
that ever happened to the bank: others say -t will be the end 
of the institution as we know it." Another official claimed 
that the “collegiality” of the institution had been destroyed. 
Yet another commented: “People in the bamk had a remark- 
able allegiance to it in a way that civil servants never did. 
That has been damaged.” 

The “revolution” began shortly after Cor abale succeeded 
A. W. ‘Tom’ Clausen as president in 1986. Conabale hinted 
then that changes might be needed i! he was to defend the 
bank's budget before the US Congress and tne legislatures of 
other major shareholders. 

What followed was to prove far more radical taan the 
peripheral staffing changes generally anticipated. Many out- 
siders, as well as bank staffers, were stunned when Conable 
finally announced details of his reorganisation on 4 May. It 
was to be a complete shake-up, changing the basie power 
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structure of the bank, creating many redundan- 
cies in the process but, more radically still, com- 
pellirg :ust about everyone in the bank to bid 
anew for his job — or someone else's. 

Politics began to permeate staff selection 
from tap to bottom and a collective anxiety 
state ensued. Cronyism was allegedly rife and 
job preservation became *a matter of who you 
know rather than what you know". The internal 
staff association began publishing circulars 
headed “Staff Selection Process — How to Sur- 
vive.” Even Conable was moved to send 
_ memos to department heads warning about the 
. “subversion” of the staff selection process. Fi- 
nally. a group of employees brought a lawsuit 
. against the bank to delay dismissals of profes- 
. sional staff. 
| On taxing office, Conable received from the 
4 US (by (ar the biggest single shareholder in the 

| main arm of the World Bank, the International 
mes" $ Bank for Reconstruction and Redevelopment) 
mavca TIMES and from Japan and certain European share- 
holders a signal that the bank had become a 
bloated bureaucracy which needed to be trimmed. 

The institution had not been reorganised or shaken up in 
any way since 1972 when the then president Robert Mac- 
Namara called in the consulting firm of McKinsey to re-shape 
it. For his part, Conable called in lesser-known consultants, 
Cresap, McCormick and Paget (whose expertise is said to lie 
more in reorganising relatively small mvestment banks 
rather than big bureaucracies) to advise him. 

The consultants d:d their initial report in one month after 
conducting some 108 interviews. Conable then appointed 
three task forces (made up mainly of middle-level staff, but 
with some outsiders including MacNamara, a stern defender 
of the bank) to implement changes. These had to reflect the 
consultants’ finding ‘hat the bank's efficiency and respon- 
siveness to its clients’ needs had to be improved. 

The task forces and a steering committee reached the 
overall conclusion that: “The bank's present organisation 
does not measure up % the mission it is expected to carry out. 
Adjustments are required to integrate central staff functions 
that are presently divided. to make policy formulation inde- 
pendent of operational management, to integrate the ser- 
vice-delivery functions at the country level and generally to 
achieve a higher standard of efficiency and effectiveness." 

One thing was made clear to the task forces from the start: 
that the previous structure which devolved great power upon 
two senior vice-presidents — one for operations and the other 
for finance — was to de changed in favour of a structure with 
four senior vice-presidents which would dilute this power and 
leave a good deal more of it with the bank's president. 

This was real power politics, because it neutralised the 
hold that senior vice-oresident for operations Ernest Stern 
had long had over the bank, especially during Clausen's 
tenure, and it enabled those major shareholders who wanted 
a much greater po'icv input to exercise it via the presidency. 
Conable gives a somewhat dissembling reply when asked 
about this which does not altogether squash the impression of 
him as a toel of US pelicy within the bank. 

The former Management Committee at the apex of the 
World Bank power structure has been replaced by a Policy 
Committee on which (apart from the president and legal 
counsel) sit the four senior vice-presidents — Stern (now 
shifted fram Operations to Finance), Moeen Quereshi (Op- 
erations), David Hopper (Policy Planning and Administra- 
tion) and Willi Wapemaans (Administration). All this is more 
than a change of name. As one senior source put it: “Under 
Clausen we had the Management Committee which made 
decisions, whereas it will be the president who makes deci- 
sions now. The Policy Committee [simply] advises him.” 

Conable is answerable to a board of 21 executive directors 
appointed by the bank’s governors, but under the old system 
the institution was ruled in effect by MacNamara and then 
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| are two of the old 
eson ae e iin es. “What comes in is a structure or- 
ganised much more aleng country lines. Country directors 
will be responsible to governments direct as well as to their 
superiors within the bank. The structure is designed to flow 
decisions much more quickly up and down within the bank 
while ensuring that ind'v:sdual countries can tap in horizon- 
tally to that vertical conduit via the country directors. 

Few probably — excert for the vice-presidents and senior 
vice-presidents most directly affected — would have ob- 
jected to all this. It was wFat flowed from it that has caused so 
much trauma within the bank. Redundancies were inevitable 
as a result of the restructuring, but what was not expected 

was that virtually all ef the professional staff — roughly half 
the bank's total 6,20€ cr so employees - ven would need to be 
reconfirmed in their jobs. 





| 
he defence for tais extraordinary tactic, as put forward | 
by those actively i1volved in the reorganisation, is that- | 
the bank wanted to “treat everyone equitably instead of | 
just pitching them out.” As there is a practice of job rotation | 
anyway among professonal staff, the logic of this was ex- | 
tended to putting all sobs up for grabs, on the basis that this | 
would ensure a bette: mis of skills in line with the changing | 
needs of a fundamentally -estructured institution. | 
This was where things began to go wrong. Once the top | 
people were confirmed ia their jobs and they in turn chose 
their immediate subaiterrs, the process of cronyism began to | 
go all down the line. Scares were settled and favouritism was | 
allegedly rife. There were two principa! rounds of “job bid- | 
ding" and the final outcome of that process was not due tobe | 
known until the end cf September. Those who were not.con- | 
firmed in their jobs ip the first round were given a chance to | 
bid for other posts in a second round, receiving retraining : 
where appropriate. Bu: camage was. done long before that. | 


Staff were afraid to leave their desks for fear that their ja = 
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might disappear overnight, and there was gre tre 
go out on country missions. 
Young professionals who have eztered. the 
batches every year — usually from an Cxbridge ba 
in Britain or from places like Harvard inthe US — hav 
well out of the reorganisation. They are a technocra 
not always well liked by those bank economists and the 
who may not be able to boast. the same sort of academic cr 
dentials but who have had on-the-ground experience in 
veloping countries, in government ministries and elsewher: 
There is a Strong suspicion too ameng disgruntled s 
that Americans will be seen to have done well out of the re 
ganisation, at the expense of staff of ofher nationalitie 
cluding those from developing countries. (Before the: 
structuring, US. nationals occupied jus over 1,000 ^i 
level staff positions within the bank. by: far the highe 
number, with Britain second at 385.) * t is an American : 
tempt to show how much better the ban: will be if itis run b 
Americans," said one source. It is harc to judge such s 
ments until the final disposition of staff s known. © > 
Some good people fell through the cracks during the reo 
ganisation, it is claimed. They will be compensated with 
are generally acknowledged to be generous financial pac 
ages. But that is hardly the point. Man” foreign nationals. 
the World Bank lose their right of resicence in the US o 
they leave the bank. Few can hope to secure alternative « 
ployment matching that which they have enjoyed f 
years. And, perhaps worst of all, some able economi 
others appear to be going simply because they could: nol 
patrons within the new hierarchy. 4 
Although total redundancies are expected. to come «c 
around 390 — weil below the 1096 level which some fear 
the chief cause for concern is over who 2oes rather th 
many. (The US Government apparently wanted at eas 
staff fired, and the total amount to finance compensatio: 
cut Hom the PARIGO million Conable wanted to aro 
US$ 105 million. ) p 
c If there is acceptance that re 
ganisation was necessary, the 
. equal conviction that the meth 
 implementatiog has been hast 
botched. Political and nationa 
tors have entered the fray- The 
Germans felt kard done by. S. 
the French in ailing to sec 
posts within th: bank. Belgian 
cutive director Jacques de Gro 
claimed in a prwate memo to Con 
ble that Belgian morale was: I 
“It is hard to enderstand what has 
prompted you to request or- 
quiesce in the departure of anumber 
of Los people " he wrote. : 
“Damaging but not disastrous” 
was how one Gepartment head de- 
scribed the reerganisation. That is 
not saying mucn. If Cenabie ts to be 
remembered as making a positive 
contribution tc the bank and to the 
development p-ocess he will needt 
do better than that. He admits t 
the reorganisation was completed in 
“a remarkably short period o 
time.” This haste plus the fact th 
Conable did rot apparently inter- 
vene to prevent personal politics 
influencing the staff selection pr 
cess could stand as a real indictmen 
of the whole reorganisation u 
the president eagages | in some ef 
tive damage control. . 
— Antho Ro 
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T he rise of Miche! Camdessus to the top echelons of the 
r 







yi French financial bureaucracy and on through nterna- 
b M tional groupings to become head of the International 
= Monetary Fund has been described as an unlikely ene. For 
. one thing, Camdessus does not have quite the academic at- 
tainment which a snobbish French establishment expects in 
_ its top administrators. For another, he seems almost too nice 
-. for the job. 
— — Camdessus' admirers say he has risen on the back of his 
own ability. His detractors say it was largely a matter of being 
in the right place at the right time, including the good fortune 
of being head of the French central bank when France 
wanted to bring back former IMF managing director Jacques 
Delarosiére to that slot and was happy to promote tie swap 
of Camdessus in return. 
____Evenif that were true it does nothing to diminish Camdes- 
sus’ considerable achievements and France may have done 
.the world (especially the developing parts of it) an unwitting 
favour. Delarosiére’s austere approach to the debt problem 
and to the need for indebted countries to “adjust” out of it 
was beginning to appear dangerously sterile. 
... Camdessus’ niceness — though anyone who has met him 
soon realises that it is combined with intellectual bite and a 
sense of discipline — looks like a necessary antidote to the 



















. bureaucracy. 
— — Camdessus has already begun to change that image. In his 
public utterances to date he has repeatedly acknowledged 
| the heavy burden the poor have to bear from structural ad- 
purus and has spoken of the need for mstitutions like the 
IMF to “respect a member governments judgment of 
_ priorities and of domestic political constraints.” 
= More tangibly, he is seeking a significant expansicn of the 
_ IMF's Structural Adjustment Facility (SAF) from the cur- 
| rent level of around 3 billion special drawing rights to some- 
| mune in the region of SDRs 11 billion. This is one way the 
| IMF can hope to reverse the situation whereby ir recent 
| years it has been moving towards becoming a net taker of 
funds (after loan repayments) from the developing countries, 
rather than a provider. 

_ Thissituation was largely due to the essentially short-term 

nature of the IMF's traditional lending iastrumertalities. 

The SAF is, by IMF standards, a long-term instrument which 

. allows the borrowing country a five-year grace period before 

| repayments begin, and payback over a further five years. The 
interest rate is nominal. Africa would be the main candidate 

for PAN funds, but certain poorer Asian nations mizht also 
qualify. 

— Camdessus does not simply parrot the injunction that de- 
| veloped and developing countries alike must seek the Holy 
| radot non-inflationary growth. He may not be in favour of 
| anything so heretical as renouncing monetzrism, or even so 
| revolutionary as increasing international liquidity via a new 
| issue of IMF Special Drawing Rights (SDRs), but he has at 

| least taken to reminding the international commurity that 
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IMF headquarters listeningand learning. 


“economic growth is as necessary to adjustment as adjust- 
ment is to growth.” 

Since the former head of the French treasury and of 
France's central bank took office at the IMF only at the be- 
ginning of this year, it is premature to predict what history 
wil! say of his contribution to the post. He may well prove, 
however, to have a broader vision that some of his predeces- 
sors, despite their more lofty academic achievements. As the 
magazine /ns*itutiona! Investor discovered, both Delarosiére 
and yet another former IMF head, Pierre-Paul Schweitzer, 
were enarques — in other words they had graduated from 
France's Ecole Nationale d'Administration as /nspecteurs 
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ADMINISTRATION 


'A rational 
collection 
of functions’ 


ne of the criticisms levelled against the World Bank 
O has been that it has failed to provide "intellectual 

leadership" ir finding a way through the Third 
World debt crisis. Justified or not, that charge is one of 
the factors which led to the creation of a new division 
within the Bank — for Policy Planning and Research, or 
PPR — which is supposed to provide this new intellectual 
force. 

The PPR division has a specific mandate to provide 
the World Bank with leadership on the debt problem, 
among other things. This means finding ways in which 
developing countries can grow and adjust out of debt in 
the medium to long term as distinct from making the sort 
of short-term adjustments required by the Interna- 
tional Mone-ary Fund to correct temporary external im- 
balances. 

In a way this is a natural evolution for the World Bank. 
From being concerned primarily with rural poverty in the 
1970s, the bank's emphasis moved towards alleviating urban 
poverty then it became concerned with population studies 
and later with structural adjustment. To these have now been 
added concerns with the environment and with the role of 
women in development. 

The bank has always been able to embrace such intellec- 
tual concepts beyond its original remit of providing project, 
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des Finance. Camdessus graduated as a 
somewhat more lowly Administrateur 
Civil. 

As sometimes happeas with those 
who have the ability to rise above an in- 
tellectual caste system, Camdessus has 
little of the intellectual arrogance attri- 
buted to his predecessors. He also ap- 
pears to combine human compassion 
with a belief in systems and ideals. Some 
would attribute this to a Gallic love of 
order and logic but no ene can deny the 
necessity for a more logical ordering of 
international economic effairs at pre- 
sent. mas uu 
This is another area where Camdes- fo Tae. 
sus appears destined to make his mark. a 
Just before the Venice ezcnomic summit 
of the leading seven industrialised na- 
tions in June, he lobbied vigorously 
among heads of state to zet agreement 
on regular exchange of key econmomic 
indicators among the seven. As a result 
of this agreement the sevcn are commit- 
ted on paper to a considerably higher de- 
gree of mutual economi- cooperation 
than they were in the past. 

Only through such comcerted macro-economic initiatives 
can the world hope to achieve anything like a balanced and 
sustainable pattern of economic growth. Without that, there 
is little hope of an early solution to the Third World debt 
crisis — and there is a real danger of a slide into protec- 
tionism, exchange-rate wars and economic autarchy. Cam- 
dessus pins great hopes ‘perhaps too high) on the Venice ac- 
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programme and sector lending to aid 
development. But it is argued now that 
the dividing up of functiors between dif- 
ferent sections in the past prevented the 
bank from developing zn intellectual 
sharp-end: it blunted the approach. 

PPR is designed to bring together 
country and sector research work and to 
allow analytical and intellectual work to 
be done by a central policy research staff 
(of some 530 people). Under one senior 
vice-president will be concentrated func- 
tions which cut across nztional econo- 
mies at macro and micro levels. PPR will 
embrace agriculture, rurabdevelopment, 
human resources, environment and 
infrastructure, and energ* and industry 
as well as commodity research. 

A good many of these functions were 
previously carried out by *he operations 
division under senior vice-president 
Ernest Stern. It is claimed by those who 
have secured positions within the new 
PPR division that policy work was taking 
second place to operations before and that 
what has been achieved now is a “rational 
collection of functions" under one roof. 

"If a country asked us before what to do in a no-growth 
external environment, what their policy options were, 
we did not have a good answer because we were driven 
by operations and not by policy," said one PPR execu- 
tive. “Now we could articulate an answer. We can spot 
it when too many countries are all trying to do the same 
thing [such as promoting commodity exports] and warn 
them. 

“We will do research based on experience-transfer that 
will enable us to look ahead by 10-15 years on behalf of [de- 
veloping] countries. We will be able to help them with in- 


FAR EASTERN ECONOMIC REVIEW e 1 OCTOBER 987 





EE 
Delarosiére: austere approach. 





WORLD BANK '87 





cord — but it is at least an important step 
on the road towards true economic inter- 
nationalism. 

His third strength is in debt negoti- 
ations. As presideat of the so-called 
Paris Club — the informal grouping of 
finance ministers ard bankers of indus- 
trialised nations — Camdessus was in- 
timately involved in sovereign debt 
negotiations. His forte in this area is 
Africa, though he i; no stranger to the © 
problems of the mest heavily indebted 
Latin American coantries, He has re- 
cently gone on record as advocating re« 
duced interest rates for poorer coun- 
tries on their commercial debt, a pro- 
posal which will ne doubt prove con- 
troversial, though it may be essential if 
deb: fatigue and repudiation are to be 
avoided. | 

Camdessus is reputedly a good listen- 
er — better in this »espect than was his 
immediate predecessor. (Certainly he is 
more at ease with people in general and 
with journalists in articular than was 
Delarosiére.) The ability to give a sympathetic hearing to 
heads of debtor governments seems to »e especially impor- 
tant at this critical juncture when the MF has earned the | 
reputation, deserved or otherwise, of being autocratic and . 
sometimes uncaring. The doctor's bedside manner can be as 
important as the treatment prescribec if a cure is to be 
achieved. — Anthony Rowley — 


stitutional framework development. 
There is no point in telling a country, for 
instance, to raise agricultural prices if it 
doesn't have the institutional framework 
to do anything aboat it. We can work 
with [national] ministries to see that they 
are staffed properly.” 

PPR will do mos: of the “intellectual 
work" on World Bank Structural Ad- 
justment Loans in future. In fact the 
bank is moving somewhat away from 
structural adjustmert lending nowadays 
towards rather more limited sectoral ad- 
justment work as ‘he realisation has 
dawned that thoromghgoing structural 
adjustment which cuts right across all 
sectors of an econemy is not so easy 
politically as originaB y hoped. 

“We aim to do waat is do-able.” said 
a PPR man. “Some countries are ready 
for a look at their entire economy and 
others only at specific sectors. We aim to 
get a foot in the door.” PPR also hopes 
to make a meaningful impact on issues 
such as environmert where none has 
been made before. It aims to link envi- 
ronment to financing, which will no 
doubt publicise and politicise the issue. 

Country directors at the World Bank will be the point of 
contact for the government concerned but when asked by 
these governmental clients the director- will be able to ta 
into PPR for advice on *anything from tariff reform to tropi- 
cal rainforests,” as one of them put it. The one (PPR) roof 
under which various intellectual functions will be housed is 
supposed not to cap an ivory tower. But :ome fear that it will 
lead to a feeling of isolation at the “business” end of the bank 
— lending — from the more interesting issues which nowa- 
days challenge the bank. — Anthony Rowley 
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there is a lot of talk in the World Bank nowadays about 
headroom, or rather the lack of it. Headroom is the 









vel of its disbursec and outstanding loans relative to its cap: 
ital base (callable capital plus reserves). | 

_ Compared to commercial banks, the World Bank has al- 
ays been a conservative institution, maintaining a 1:1 ratio 
between lending and capital. The massive depreciation of the 
JS dollar since the famous Plaza meeting in September 1985, 
however, threatens to make a balance-sheet profligate out of 
he bank. 

. In the financial year to 30 June 1986, the bank's cutstand- 





























than US$15.5 billion of this. was due to translation ad- 












cember 1986 dnd 31 May 1987. loans Eb DUsed poen out- 
ig rose by $$6.7 billion "(US$3. 2 bilior), from 
Sá 9.4 billion to E 1 billion. M edd usd uncer os 











ishes and the bank is 
eginning to nudge uncom- 
yrtably close to its 1:1 lim- 
. of loans to capital. At 
l-December last year 
headroom stood at 
17.1 billion; cr 2096, 
by the end of May this 
it had fallen to 
13.2 billion, or 15%. 
Given-that the Interna- 
ional. Bank for Recon- 
struction’ and Develop- 
ment (IRBD), the main 
arm of the World Bank, is 
currently committing. new 
loans at the rate of around 
US$14 billion- æ year 
(though disbursing nearer 
S$8° billion) “and given 
hat itewants to raise its 
ommitment level by 
around US$1-1.5 billion a 
ear, that headroom could 
uite soon disappear, espe- 
cially if the US dellar de- 
clines further. 

(AS a stop-gap measure, 

: board of executive di- 
ectors on 3 July pass- 
d a special resolution 
dding some US$3 billion. 
of capital to the base,- 
and a further US$1.3 bil- 
lion is available under this 




































room for manoeuvre which the bark has in raising the - 


.and disbursed loans rose by US$19.7 billion, but no less. 


Istments: the rising value of loans iy terms of a taling, 


s the. oy vaiue of these loans r rises, so > the hi headroom : risk , Our 


| Increase 


GCI is now regarded as the most urgent 
ie bank. Even taking into account reflows (loan 
nents), the IBRD will be able to maintain only its cur- 
z} of commitments unless a GCI is forthcoming. The 
need for one is *understood by everyone and there should be 
little difficulty in getting one in the current fiscal year [which 
began on 1 July]," says a senior financial official at the bank. 
Bat a GCI could take nine to 12 months to implement: hence 
the need for stop-gap measures. 

The World Bank's approximately 150 member govern- 
ments, especially the more budget-strapped major ones such 
asthe US and some European countries — may not reiish the 
prospect of having to lay out further cash at this time but by 
ne means all of the IBRD's capital is actually paid in. Typi- 
cally, around. 10% is paid in, leaving some 90% in callable 
form. The bank borrews in the world’s major capital markets 
to make up the difference. 

Changes in exchange rates over the past two years have 
had only a notional effect on the bank’s balance-sheet. The 
bank holds no open foreign-exchange positions and no ex- 
change losses have been realised. “Outstanding loans go up 
ard down according to currency movements, but we do care 
about the long-term exchange rate exposure of lesser de- 
veloped countries. [LDCs]," commented an official in the 
bank's treasury. 

Borrcwings are raised in a wide vane) of currencies and 
the bank operates a currency pool system for lending, to 
avoid exposing ary individual borrower to exchange risks on 
a particular currency. The bank lends notionally in curren- 
cies bearing low interest rates and invests its liquidity and 


earnings in those bearing a high rate. 


Despite the cocktail nature of lending currencies, how- 


“ewer, the bank is concerned that a secular decline of the US. 






dollar couid expose its cooperative of borrowers to exchange 
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their claims against the debtor 


to the LDC S ot: a d ‘dolla : instituted a full- 
scale review of disbursement p 

It is possible that in future the bank might disburse, say, 
g.country. instead of putting those 
dollars into the liquid asset portfolio. That would make the 


exchange risk more transparent. to the borrower, but gener- 













rses to them: 

eds to decide whether long-term 
changes are taking place in the role of the US dollar as a 
reserve and transaction rency vis à vis other major cur- 
rencies — the yen-for instance. The planned borrowing 
programme for fiscal 1988 envisages raising around US$11 
billion, of which the yen component will be equivalent to 
US$2.8 billion (after swaps), reflecting the growing impor- 
tance of the Japanese capital markets in the bank's fund-.- 
ing nowadays. Overall the bank borrowed some US$9 bil- 
lion equivalent in 198” in 14 different currencies, with the 
average costs of funds i Ping out at just 5.9% against an 
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DEBT cris | 


————————————-Ó 


he way things ars soing "ihe will soon be as s many £ 
plans for solving the developing world's debt prob- 
lem as there are debtor countries: There is the (United 
States Tres asury Secretary James) Bake Plan, the (US Sen. 
Bill) Bradley Plan, the (British. Chancellor of the Ex- 
chequer Nigel) Lawson Plan, the (Wall Street guru Henry) .. 
Kaufman Plan and a numer of le pu leased others to boot. 

There is also the so-called” 
“menu” strategy devised by the . 
interim committee of the Interna... 
tional Monetary Fund to deal with’ 
the problem. And there are im-.: 
aginative schemes put forward by- 
such as the Washingtoa-5ased In- -> 
stitute for Internationa’ Econo- * 
mics (IIE). Some of the proposed: 
solutions have more merit than 
others but none is goiag to make - 
the five-year-old debt crisis go 
away during this decade. 

The international economic : 
and trade environment an which 
debtor countries earn revenues to 
service their debt has continued to 
deteriorate since 1983. At the 
same time, the biggest debtors are - 
becoming increasingly adamant 
that they are not goiag to hand. 
over more than a limited amount ` 
of their declining fereign-ex- 
change earnings to service debt. 

The big commercia! banks, led - 
by Citibank, have meanwhile: 
begun making heavy provisions 
against their Third Werid debt 
while maintaining the full value of- 









countries. The: volume of debt is 


| average return of 8: 96% on outstanding and disbt 





. Plan (biggest) debtor countries was still some U 


the exposure of US banks. 


_| .US$7,7 billion o 
nounced in July 


BANK EXPOSURE T TO 
THE BAKER PLAN 














































If the IBRD has problems over headroom;:at | ast 
other main arm of the World Bank, the Iaternational 1 
lopment Association (IDA), which makes long-term ec 
sional loans to poorer countries, is relatively trouble-f 
a change. | 

The latest replenishment of IDA @DA-8) has be: 
negotiated and authorisation given for participation by the 
US (the biggest single donor) and there isreportedly no s 
ous problem in terms of other members’ contributions. ID, 
8 technically came into effect (for three years} from 1 J 
and provision for advance contributions has been made. The 
amount of IDA-8 will probably finish ep at just short o 
US$12.5 billion compared with US$9 billion for IDA 
though a Japan-funded Sy pears Facility (mainly for Afr 
raised the total to US$10.5 billion. For once too, the 
which has dragged its feet for several years in providing fu 
on time to IDA, has approved a supplemental bill relea: 
final contributions due to IDA-7. — Anthony Ho 








being diminished at the margin bv schemes such as. 
counted sales and debt to equity conversions, but the im 
has been minimal so far and is likely to remain so unless : 
radical solutions are adopted. DS 

The exposure of US banks alone to the 15 so-calle s 


at the end of 1986, and the exposure of indus 

banks as a whole to these countries stood at US$Z 
There had admittedly been some fall tn constant 
values) in these.amounts since the end of 1984. es ipe 


. Much of that, as the ITE points out, was due to sud 
large improvements in the external accounts of certai 
American countries in 1984 and 1985, especially Mexic 
Brazil, and the fact that, as a result, they did not need: 
for new money during that time. 

This has now changed. Mexico reached. an agn 
with foreign banks in September 1986 which calle. 
of new lending. over 18 months and B 

1987 that it would be asking bank 

US$7.5 billion of new fina 
the short to medium term: ¢ 
tina has. agreed a new 
» package with : commercial ba 
-and others willbe following sui 
According io the ITE, “det 
countries face essentially two al 
ternative strategies for dealing 
with external debt. The first is the 
mainstream approach. that has 
broadly been tollowed in manag- 
ing the international debt prob- 
lem and [which is] stated more 
formally i in the Baker Plan." This 
involves “economic adjustment 
with the goal of sustainable 
growth and restoration of credit- 
worthiness, with eventual return 
to access to capital markets on a 
voluntary basis.’ 
"The second is that of conces- 
sional debt relief. Debt relief i 
defined as forgiveness of some 
portion of principal or interest, 

‘with the — «changed 
Po. at terms which 


















































































would be of limited value nyway tc debtor countries. 
nks are prepared to defer interest, ‘roll it up, cap it or do 
hatever may be necessary to give debtor countries breath- 
ing space, but they definitely do not want to cancel:t, far less 
to cancel principal. 

If all this means making new loans to help debtors service 
existing ones, then so be it. That way the banks are able at 
ast to count loans as still being performirg ones ina techni- 
cal sense. The fact that US banks are coripelled by regula- 
tory authorities to count loans as non-perfcrming if interest is 
not received within a specified period hzs allowed various 
debtor countries to drive a hard bargain om refinancing in re- 
turn for promising to pay up (just) if: time. 

The banks argue also that interest-rate reduction is at 
best a marginal concession to heavily indebted countries, 
hereas making new loans to them (albeit with strings at- 
tached) provides tangible help in financing. They also 
gue that once they concede the principe of deb: forgive- 
ness — finally acknowledge, that is, that loans are is 
going to be repaid — then just about al! forms of credit, i 
cluding essential trade finance, te tbe debtor RA A 
would dry up. 


































































spokesman tor Citicorp, which stuaned other banks 
earlier this year by announcing that it was adding 
"B US$3 billion to its reserves a vainst losses or loans to 
developing countries, commented to the REVIEW in New 
York: “We have taken the position that banks are not going 
orgive debt. It is against the international payments sys- 
em.. We do not think forgiveness-i is inevi: able anc nor is it 
necessary." 
Citicorp and others say they are still confident that Latin 
American and other major debtor countries (including the 
hilippines) can grow their way out of debt, given a m: ddly 
expansionary external environment and sufficient new 
inancing to tide them over their current creses. 
Their confidence has an air of bravado about it, however. 
thers like Kaufman 
d Bradley) argue that 
ere is no way that the 
Ost. heavily indebted 
tries are going to be 
e.to shoulder the bur- 
Of servicing the debt 
ped upon them indis- 
iminately during the 
1970s and that without 
forgiveness. of a signifi- 
nt proportion of Third 
World debt, "it will be 
virtually impossible to al- 
_leviate the massive pay- 
ments disequilibrium in 
the world without a major 
economic contraction. 
The commercia! banks 
snap back that they can- 
not be forced to forgive 
debt or to sell it off at a 
discount. “No one forces 
oil companies to sell oil 
cheap to the developing 
countries, so why us, 
said one. In any case, the 
banks privatelv accuse in- 
vestment banking houses 
of the kind Kaufman 
works for (Salomon 
Brothers) of self-interest. 
in preaching the gospel of 
pane because such. 





















































at the heavy provi 
sioning I 1 3 d in (some say so as to put pres- . | 
sure on its léss profitable rivals. to do the same thing) is a step 
along the: road tcwards debt forgiveness. “It simply gives us 
more bakince-sheet flexibility in rearranging our portfolio, " 

a spokesman commented to the REVIEW. Banks in general 
are, meanwhile, maintaining their claims-against debtor 
countries at 10095 on their books even where they have pro- - 
visioned against them, or sold debt at a discount. That way 
they hope to maximise their basis for recovery in the event of 
a crunch. | 

Debtor countries have not been slow to notice the fact 
that the full-value claims against them exceed the values at 
which banks are carrving the debt in their books — often by a 
substantial margin. Some of them are asking to "share the 
discount" with the banks and to be able to buy back their debt 
at the discounted value. There are various ways of financing 
this operation. An aid donor for instance is able to leverage 
up his aid 5y relieving a debtor country of a large nominalob- 
ligation at a disccunted price. This has already been done in 
the case of Bolivia. 

However, the banks will strenuously resist extending this 
principle. It would, they say, be unfair to countries (such as 
many of those in Asia) which have managed their debts bet- 
ter than those elsewhere and which continue to service them 
at full value. 

The International Monetary Fund also takes ihe view that 
debt forgiveness is unlikely and that it could permanently 
dps debtor countries’ access to credit markets. The IMF 
also rules out the possibility of an officially financed bale-out 
of the commercial banks from their Third World obligations. 
Any solutions must be market related, insists managing di- 
rector Michel Camdessus. 

The possible solutions include market sales of debt at a 














discount, conversion of debt to equity through various ima- 


ginative schemes (which automatically induces direct in- 
vestment) and increased issuance of debtor country bonds to 


banks in return for fresh financing. This helps to secure the 


debt and make it salable. 
ultimately in a market 
wider than the banking 
community. 

The forthcoming Bra- 


zilian debt re-negotia- 
tion — Mexico's and 
 Argentina's packages 


have. already been sewn 


up — will be crucial. 
Brazil previously sus- 
pended interest pay- 
ments on commercial 


bank debt and refused to 
sign a standby agreement 
with the IMF of the kind 
which normally accom- 
panies restructuring of 
debt. Brazil is asking for 
reduced spreads — (in- 
terest) and that smaller 
banks be excluded from 
the refinancing, which 
would mean the bigger 
ones having to shoulder a 
larger share of the bur- 
den. The. commercial 
bat cs will almost cer- 
tainly have to. play ball, 
but each new re-negotia- 
tion of debt seems to 
make the whole ball game 
more dangerous. _ " 
— Anony Rowley ] 
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ting the institutional structure right is much harder." 


e 
Reforms remain The bank is not discouraged in its attempt to achieve 
| broad reform; it simply recognises that it has to be more pa- 
tient. Structural adjustment is a euphemism for painful re- 
| forms which can easily spill over into political and social 
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the price of 
access to money 


he World Bank's programme of structural adjustment 
Teis began with a bit of a bang in 1980. It has end- 

ed not so much with a whimper as a mature acceptance 
of the fact that the political and social — as well as econo- 
mic — costs of adjustment can be too great if aims are too 
high. 


The bank is moving away somewhat from Structural Ad- . 


justment Loans nowadays towards Sectoral Adjustment 
Loans which have rather more limited application. Instead of 
trying to get a country to reform its entire tariff or subsidies 
structure for instance, the bank might content itself with 
more limited trade policy reforms or with innocuous-sound- 
ing agriculture or education-sector adjustment loans. 

The aim “is to do what is do-able,” one bank official com- 
mented to the REVIEW — to "get a foot in the door." Some 
countries, he noted, “are ready for a look at their entire econ- 
omy and others only at specific sectors." In other words, the 
bank has to be able tc judge carefully where to push for ad- 
justment which cuts nght across all sectors of the economy 
and where to be satisfied with more limited sectoral adjust- 
ment. 

In Asia, the bank has achieved considerable success with 
broad structural adjus:ment in countries such as South Korea 
and Thailand and, to a lesser extent, in Indonesia and the 
Philippines. But in Africa, Latin America (except for Colom- 
bia) and the Middle Eas! plus southern Europe, more limited 
sectoral adjustment seems to be the most that can be hoped 
for at present. The same will apply probably in the Subconti- 
nent. 

At first, admits another official at the World Bank, “we 
expected quick responses and important changes. We 
thought that if you set up a programming and budgetary sys- 
tem, that in itself wou:d produce reforms. Then we woke up 
to the fact that structural adjustment was going to be a 
drawn-out process. 

"Correcting interest rates, exchange rates and key prices 
to world market levels is quite easy and quick but the rest is 
extremely complex. For instance, you cannot correct over- 
night the way in which banks allocate credit in an economy. 
Put it this way: basic signal correction is easy but get- 
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Corazon Aquino; Unicef field project: adjustment with a human face. 


strife, as has been demonstrated all too vividly in parts of 
Latin America and in Zambia. The IMF too, in expanding 
greatly its Structural Adjustment Facility has recognised the 
need for more money to finance adjustment. 

This is not pouring money indiscriminately into a country 
in the way that some commercial banks did during the 
sovereign lending binge of the 1970s. it is a realisation that if 
subsidies are to be phased out, or import costs raised in order 
to achieve realistic pricing and resouree allocation, the blow 
must be softened by temporary financing. 

Organisations much as Unicef are pushing for *adjust- 
ment with a human face" and the World Bank wants to re- 
spond, as does the IMF nowadays. This implies the need for 
even more liberal and generous forms of adjustment pro- 
grammes and financing. 

Meanwhile, the World Bank continues to target around 
20% of its total lending specifically tewards policy reform; 
Even to get it to that level has been something of a fight. For 
a number of years, the bank was required by its major share- 
holders to keep policy lending to 10% of the total and to de- 
vote the rest to financing "productive" lending. 

This meant lending mainly to finance specific projects, 
but thinking on that is changing now, both within and outside 
the bank. “In the past we thought we could have an island of 
sanity [a project] in the midst of a sea of confusion, and by 
using shadow prices isolate it from the rest of the economy in 
order to measure its return," a bank efficial said. “But you 
are not really lending for productive purposes if vou are lend- 
ing in a lousy policy environment." 

The answer (for which senior vice-president Ernest Stern 
must take much of the credit) was to link project lending to 
the implementation of policy reforms. This does not mean 
that the World Bank could or would threaten to leave à 
bridge half-built or a road half-laid if a borrowing country 
failed to make desired policy reforms. But with continuing 
project lending there is obviously scope for putting pressure 
on countries to continue reforms if they are to continue to 
have access to finance. 

This kind of bottom-up approach tostructural adjustment 
may prove more realistic than the more ambitious top-down 
approach given the social backlash which is already becom- 
ing apparent against radical economic reform. All these 
questions were due for review by the World Bank in 
November this year, but that review will almost certainly be 
delayed by the current restructuring of the bank. 


— Anthony Rowley 
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Planning to 
plough back 
the profits 


By Nigel Holloway in Tokyo 
MEN here are two good reasons why Japan is in the best 
M position to fill much of the vacuum caused by the 
—..M lack of US intellectual leadership in the World Bank — 
one political, the other economic. Unlike the US. Japan has 
no misgivings about the relative significance cf an institution 
like the World Bank, and wholeheartedly supports it. Japan 
itself is an example, par excellence, of the m?ldirg together 
of private and public enterprise, and is toc shy and too green 
to take the economic lead itself. 
_ A multilateral, consensual organisation ike the World 
Bank is tailor-made for a country like Japan, sow the world’s 
biggest creditor. Japan’s net overseas assets may reach 
-US$600 billion bv 1990. It has already said it ntends to recv- 
le US$30 billion of its current-account surplus between 1986 
and 1989 to poorer nations. US Treasury Secretary James 
Baker's ill-starred global plan to help indebted countries was 
worth US$29 billion. 
_ After the oil shocks of 1973 and 1979, it was the oil export- 
ers who recycled their foreign-currency earnings to prevent 
è world monetary system from seizing up. Mow it is the turn 
of Japan and, to a lesser extent, West Germary to ensure that 
his can be avoided again. 
If there is any doubt about the degree of Japan's support 
for the World Bank, perhaps the views of two influential Ja- 
panese bureaucrats will help to convince. In the words of 
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| NTERVIEW/T OYOO GYOHTEN 
Willingness 
to playa 
greater role 


ØA 5 vice-minister for international affairs at the Finance 
A Ministry, Toyoo Gyohten, 56, is the mos: important 
y Japanese bureaucrat dealing with orzanisations like 
the World Bank. REVIEW Tokyo corresponcent, Nigel Hollo- 
way, talked to Gyohten about whether nd how Japan 
wanted to increase its influence and play a bigger role in mul- 
tilateral financial institutions. 


y ple say that Japan's influence in the World Bank 
i other such organisations does not reflect the country’s 
rong financial muscle. What is your view” 
— At present Japan is running a large surplus which has 
made it a large creditor country, so it has bæn our policy to 
try to enhance our role and reso E in the activities of 
those institutions. One example of such ar aspiration was 
that Japan has always been supportive of the idea of enhanc- 
ing the resources bases of those institutions, so that they can 
fully discharge their international role. Last year Japan's re- 
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Toyoo Gyohten, vice-minister for international affairs in the 
Finance Ministry: “We consider those multilateral institu- 
tions like the World Eank and the International Monetary 
Fund to be ite most important channels for Japan to deal 
with global issues of development and monetary stability." 

Explaining Tokyo's expanding interest, Koji Kashiwaya, 
deputy director-general! in the international finance bureau 
of the same ministry, says that Japan is deepening its involve- 
ment with the World Bank because such an institution can 
discuss ecomomic policies better with the borrower than an 
individual government is able to; it can dish out the money 
more efficiently and fairly; it will have to do so by default be- 
cause there are no other organisations prepared to do the 
job. Kashiwaya is in a good position to see both sides of the 
fence because he was seconded for three years to run the 
World Bank s Tokyo office. 


lative share in the World Bank was enlarged and so I think 
progress is steadily being made. 


There are only 55 Japamese among the World Bank's profes- 
sional staff. comparec with more than 1,000 from the US. 
How do you feel about this? 

That is à situation Fm not happy about. Such institutions 
are quite willing and even anxious to recruit more Japanese 
staff, but I have to confess that the problem is also on our 
side. So far. we have been unable to supply a large number of 
qua ified and acceptable candidates. [t is very unfortunate 
and I'm terribly unhappy about it. There are many factors be- 
hind it: our emplovment system at home, our strong yen, 
wage levels and so on. Some even argue that Japanese people 
as a whole do not prefer to live abroad. Efforts must be made 
on both sides. 


Your name was mentioned for one of the top jobs in the 
World Bank, wasn't it” 

Pve noticed such reports. There were some very informal 
talks. This kind of thing cannot be decided just between the 
government and the management. Those very top officers in 
those institutions mus: be accepted by the majority of share- 
holders. I'm not sure I'm the one who is qualified to that ex- 
tent. 


Aren't you a bit modest, because the feeling in Wash- 
ington was that it was the Japanese Finance Ministry which 
was reluctant to let you go. Your case seems to show, doesn't 
it, that Japan appears unwilling to play a bigger role? 

It is a little too far-fetched [to sav] that Japan is unwilling 
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There are several other reasons for thinking that Japan 
should get more heavily involved with the World Bank. His- 
torically, the country Fas a closer affinity with the bank than 
any other rich nation. In the 1950s and early 1960s, it was the 
second biggest borrowerfrom the bank after India, financing 
such projects as the Tokyo-Osaka highway and the bullet 
train. Japan also knows more about good development bank- 
ing than any other country. 

With credentials like these, why does Japan not step into 
the breach? It does not want to annoy the US, which is used 
to having the decisive voice in the bank. Japan already has 
the major say in the Asian Development Bank, where it 
supplies the president, but this institution is small in compari- 
son with its mother bank in Washington. The very reason 
that makes multilatera. institutions attractive to Japan — the 
country's political diffidence — tends to cause it to keep a low 





to play a greater role. The point is this: which will be the best 
place to utilise the ab lity of this particular man? If the fi- 
nance minister judges he needs a man in a certain position 
most at the present mcment, this does not mean that the Ja- 
panese Government is not willing to play a greater role. Of 
course it would be desirable if a pooc Japanese could serve in 
a very senior position. We would wish to see it happen, but 
this is simply a matter of availability. 


Would Japanese candidates have to come from the Finance 
Ministry, or could they also come from, say, the Ministry of 
International Trade and Industry or the Bank of Japan (the 
central bank)? 

Of course, if there are really qualified and accepted per- 
sonnel. 

I think it is quite natural for multilateral institutions to 
look first of all for [people with] international recognition. 
Our system, both in the pe sector and the government, 
was such that young staff in their 30s and 40s were not given 
sufficient opportunities to expose themselves to the interna- 
tional environment. The younger people are assigned to do 
the preparatory work before the last stage of presentation to 
the outside world. 

Once a man reaches that level of recognition, he is quite 
old already - in his 60s sometimes — and for strenuous work in 
those institutions, ama in his 60s may be considered too old, 
So we have to adapt ourselves to produce acceptable people. 
He must be respected not for his future work, but for his past 
achievement and present performance. Many [in jsp us 
qualified but they have not acquired a sufficient amount of 
international recognition. 


FAR EASTERN ECONOMIC REVIEW e 1 OCTOBER 1987 ? 













WORLD BANK '37 





profile in the bank. And its economic success has won it © 
emulators but few friends, particularly in Asia. That success | 
was apparent 15 years ago, but Japan is still getting used to | 
the idea. 

The most obvious sign of the disparity between financial 
power and influence within the bank ss the fact that Japan's. 
shareholding in the bank is rising to 6.69% , compared with 4 
the US share of just under 2095. Yet out of 6,400 professional | 
staff, there are only 55 from Japan, compared with almost - 
1,100 from the US. The lack of a prefessional presence in | 
Washington is something that seems to concern Gyohten | 
greatly (interview) and will obviously take years to sort out. 
One Tokyo official believes the difficulty is not as great as it. 
appears. given some determination en the part of Worlc 
Bank president Barber Conable and his cohorts. It would 
help a lot, he says, if a senior Japanese was appointed to the - 
World Bank's personnel department, for a start. | 

Japanese officials are polite about Conable's achieve- 
ments to date. They contend that it is too early to judge him. f 
They believe that an internal reorganisation of the bank was - 
overdue, but they are still waiting to see what his overall stra- : 
tegy is. Japanese bureaucrats are fairly emphatic about 
where they think the bank should be going next. There must 
be a more balanced geographic representation at senior - 
levels, so that the Asian newly industrialised countries (as. — 
well as Japan) can preach their successes to others. Loans. 
must be directed more towards the “soft” economy — such as 
tourism and light industries. Above all, the World Bank - 
should rapidly expand its assets and liabilities and stre 
its leadership in resolving the problems of indebted develop- - 
ing countries. I 

Some believe the World Bank's management is being far. | 
too cautious in speeding up the flow of resources to the poor. ] 
Ideological questions of whether there should be more or less | 

rivate-sector investment is not a big issue to the pragmatic | 
apanese. Officials in the Finance Ministry may not have the | 
answer to the debt issue, but nobody eise has either and they | 
have a lot more confidence than most that sheer determina- | 
tion can work economic miracles. | 










Hostility still 
runs strong 
on the Hill 


By Robert Manning in Washington 
i n the past, it has often been argued that ignorance and 





misunderstanding of the World Bank’s activities — a mis- | 

construed image of the bank as a kind of welfare agency | 
for the Third World — accounted for US Congressional hos- — 
tility towards the bank and its affiliates. So Barber Conable, | 
a 20-year veteran of Capitol Hill would take over the venera- | 
ble institution, trim the bank's flabby bureaucracy and edu- 
cate his former colleagues about the bank'scrucialrole. - | 

But into the seconc year of his tenure, it has become in- 
creasingly obvious that even the best efforts of one of its own 
have made little appreciable difference to the attitudes of US 
legislators towards the World Bank or multilateral lending 
agencies in general. 

Far overshadowing Conable's credibility on Capitol Hill 
are the twin demons of the massive US trade deficit and the | 
US budget deficit — both running in the US$170 billion a | 
year range. Faced with President Ronald Reagan's refusalto | 


WORLD BANK ’&7 





raise taxes and the automatic cutting mandated 5y the 
Gramm-Rudman deficit-reduction bill, Congress has in fact 
applied unusual scrutiny to the bank’s operat ons in ar effort 
to address both the trade and budget problerrs. 

The upshot is that as Congress has peered into the details 
of bank operations it has become more sophisticated, end has 
managed to devise new ways of extending bota protectionism 
and its budget axe to the World Bank which threaten to 
wreak havoc on a host of bank activities. 

The shape of bank funding for fiscal 1988 has emerged, 
and though still subject to eleventh-hour conzressionzl man- 
oeuvring, the appropriations themselves dc not appear to 
C= any serious threat to bank operations The powerful 

ouse Appropriations Committee (HAC) aas scaled back 
Reagan's — almost across the board A Reagan re- 
quest for a US contribution to the Internatior al Bank ‘or Re- 
construction and Development of US$2.37 »illion hes been 
slashed to US$490.6 million. In place of a requested callable 
capital increase of US$204 million, USS3e.8 million was 
granted. Similarly, US$453.8 million in paid-in capital was 
granted against a requested US$2.17 billion. 

There is, however. a clear ideological thrust to the monies 
approved by the Democrat-controlled Corgress. The two 
sharpest cuts in US funding for the 
bank are directed at the agencies 
heralded by the Reagan administra- 
tion for promoting free enterprise in 
the Third World — the International 
Finance Corp. (IFC) and the Mul- 
tilateral Investmert Guarantee 
Agency (MIGA). Most dramati- 
cally, Reagan’s US$222 million re- 
quest for MIGA was cut to zero, ac- 
cording to the HAC report, “due to 
budget constraints on existing pro- 

ammes." The IFC request was cut 
ud US$35 million to US$962,000, 

Both administration and congres- 
sional sources say that at least part 
of requested MIGA and IFC funds 
will be obtained in a supplemental 
request early next year — but few ex- 
pect the full amounts to be provided, 
which appears a serious setback for 
the fledgeling MIGA. The rationale 
for such cuts is hinted at in the HAC 





report, which says: “The committee wishes to emphasise the 


importance it attaches to a strong World Bark effort *o assist 
Third World poor people and to continued e forts to improve 
that assistance." 

In a warning shot at Reagan, the report added that “the 
administration should be careful in not losing sight of the fact 
that congressional support for the [multila eral] banks has 
been largely based or the traditional role cf these inst tutions 
in poverty alleviation in Third World countres. The commit- 
tee is concerned that any major shift away from the tradi- 
tional role of the banks in poverty alleviation may also erode 
long-term congressional support without geining additional 
support from those who have been unsuppostive in the past.” 
Such views have led Congress to appropriate on its own 
US$88.4 million to tae Special Facility for sub-Saharan Af- 
rica to provide concessional resources to the poorest mations, 
most of which are ir Black Africa. The ad ministraton had 
not requested the aic, and has preferred to channel any addi- 
tional resources to Africa bilaterally. 

The other poverty-alleviating institutior that appears to 
be faring better than many observers expected is the Interna- 
tional Development Association (IDA). The House has ap- 
propriated US$830.1 million of the USS$€58.3 milion re- 

uested by Reagan *or the first portion cf he US share for 
the IDA-8 replenishment. Although there is clearly less 
ideological scepticism of the IDA in the Democrat-ran Con- 





gress, the same budget constraints that plagued the US com- 


Di v 


mitment to IDA-7 remain in force. 

The HAC report cla:ms that it “strongly supports the new 
IDA-8 replenishment. " According to congressional sources, 
the US$830.1 million, the same amount approved for the fis- 
cal 1987 budget, was adopted solely for budget reasons. Like 
the rest of the aid package for multilateral banks, it is largely 
the handiwork of David Obey, a Democrat and powerful 
chairman of the Appropriations Subcommittee on Foreign 
Operations. Obey :s believed to favour a supplemental re- 
quest next year to obtain most of the remainder of the fiscal 
1988 request. But the Senate Foreign Relations Committee 
has authorised only US$600 million for IDA-8 in fiscal 1988. 
The House-Senate discrepancy on IDA will be ironed out by 
early October. Congressional sources say a final figure close 
to the House amount is expectéd to prevail. 

Democratic strategy in apportioning the fiscal 1988 aid re- 
quest is in part aimed at forcing Reagan to make hard 
choices. One congressional source said: “Obey and many 
other leaders are not against more aid for multilateral lend- 
ing agencies. But Reagan can't ask more for defence, refuse 
to raise taxes, and then come up here for foreign aid increases 
while slashing domestic programmes.” Aside from belt-tight- 
ening in regard to agencies like the World Bank, US foreign 
aid has been cut across the board, with only a handful of 





strategic countries such as Israel, Egypt and Pakistan (which 
account for almost half of all US economic and military aid) 
exempt from the budget axe. 

Budget concerns and scarce resources, however. only 
partly explain a contradictory Congressional attitude. 
Democratic legislators have sharply criticised the US Trea- 
sury Secretary James Baker plan on Third World debt as not 
going far enough. The committee report notes the “virtual 
cessation of private lending” to lesser developed countries 
(LDCs), but bemoans the fact that “this lack of new commer- 
cial flows places an even greater burden on international fi- 
nancial institutions. . ." World Bank officials say this reality 
makes the bank’s role even more critical to managing the 
Third World debt problem. Yet there is no sense in the US — 
either in Congress or the administration — that the bank's 
role should be further enhanced if debt-burdened LDCs are 
to attain long-term growth. “Where do they think capital 
flows will come from,” asked a bank official rhetorically. 

According to bank officials, no discussion of a General 
Capital Increase has begun, and the US Treasury is reluctant 
even to raise it with Congress until after the IDA-8 authorisa- 
tion and funding has been sorted out. 

This failure to view the bank as a central element in Third 
World debt management is a measure of continued congres- 
sional scepticism about the bank. “The strongest backing for 
the World Bank here is for humanitarian and poverty-related 
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activities. Beyond that. the consensus starts to break down," 
a congressional source said. 

Far more nettlesome to the bank than lukewarm US sup- 
port is a new form of congressional micro-management — 
using US leverage to oppose bank projects for agricultural 
production or mineral extraction in export commodities in 
which there is a surplus or where there are government sub- 
sidies injurious to US producers. In addition, Congress is 
also focusing on bank environmental policies and treatment 
of indigenous people in borrowing countries. It is the trade- 
deficit induced US nat onalism, largely the result of a more 
sophisticated farm lobby. whose protectionism may produce 
a serious confrontation between the US and the bank. 

For almost a decade, there has been US legislation which 
directed US representetives of multilateral agencies to vote 
against loans for the production of citrus, sugar and palm oil. 
But the votes of US executive directors have frequently been 
insufficient to block such loans. The massive US trade def- 
icit, however, has given a renewed impetus to such efforts, 
and also given them a populist gloss that has attracted many 
liberal Democrats as well as anti-bank conservatives. The 
episode that seemed to galvanise congressional opinion was a 
major structural adjustment loan to Argentina of US$350 
million. Legislators from farm states and the soybean and 
wheat lobbies fought Fard against it, arguing that it would 
give Argentina's soybeans and wheat an advantage over US 
farm products by reduc ng Argentine export taxes. 

That affair created widespread congressional ill-will to- 
wards the bank, because it was seen as contributing to the ex- 
port of US jobs in projects that lacked an intrinsic economic 
rationale. Congressional sources say in the past year there 
have been 19 votes agaist such World Bank loans by the US 
executive director, tho jh none of the loans were blocked. 
Among the controversial loans in the past year cited to the 
REVIEW by critics were a groundnut oil loan to Burma by the 
ADB, World Bank loans to China for machine tool produc- 
tion and beef production. and a US$33 million World Bank 
loan to Indonesia for beef production. 

The result of congressional frustration is a still-pending 
Foreign Agricultural Investment Reform Act (FAIRA), 
crafted by a coalition o? farm groups and conservative legis- 
lators, including former US representative to the ADB Joel 
Rogers, now a Washington consultant. The legislation has 
moved closer to final passage, attached as an amendment to 
the Senate omnibus trade bill, which is currently in confer- 
ence committee to iron out differences with the House trade 
bill. 

The current language of FAIRA is substantially tougher 
than last year's legislation, and could have a chilling effect on 
bank activities. Not only does it instruct the US executive di- 
rector to oppose any agricultural loans or mineral extraction 
loans where there are surpluses or subsidies, but it mandates 
US actions if such loans are made over US opposition. 

Unless the management of the institution which made the 
loan provides a written commitment to the US treasury sec- 
retary that its policy will not resultin loans that would require 
opposition from the US executive director in the future, the 
bill directs the treasury secretary not to increase the US capi- 
tal share in the bank, not to replenish funds, notto permit the 
bank access to US capita! markets nor to raise funds in US 
currency. World Bank offacials fear this latter provision may 
"shut off its water." One bank official said: *I doubt that any 
of the multilateral banks can accept that kind of restriction 
from a member state." Bank officials also doubt that the pro- 
vision about US currency — the Eurodollar market — is en- 
forceable. 

The administration nas so far opposed FAIRA, but an 
aide to the bill's sponsor, Republican Sen. Steve Simms, an 
ardent Reagan supporter. says he is optimistic that the bill 
will survive the confereace committee when it is completed 
some time in the autumn. If it fails, identical bills are pending 
in the House and Sena:e as separate legislation with wide- 
spread support. Meanwhile, it is another US cloud hanging 
over the bank's future. Oo 
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Vietnamese in Cambodia: unresolved problem. 





VIETNAM 


Vaguely back 
in financial 
good books 


By Nayan Chanda in Washington 


ith a new leacership in Vietnam undertaking prag- 
W matic economic reforms and repaying its interna- 
tional obligations, the country seems poised to re- 
turn to the graces of the International Monetary Fund. In 
1985 Vietnam was barred from IMF credit for failing to repay 
its overdue arrears. Fcllowing à recent agreement by Viet- 
nam to repay the IMF and adopt a set of policies suggested by 
the fund, Hanoi is expected to receive an IMF Structural Ad- 
justment Loan. The World Bank on the other hand, though 
encouraged by Vietnam's new directions, remains opposed 
to any new loan so long as the problem ef Vietnam's occupa- 
tion of Cambodia is unresolved. However, a new IMF loan 
and opening of lines o* commercial credit to Vietnam may 
help improve the atmosphere and pave the way for resump- 
tion of bank operations if progress is made in finding a solu- 
tion to the Cambodia problem. 

Like its post-war history, Vietnam's relations with the two 
major international financial institutions have gone through 
dramatic swings. In 1976 Hanoi surprised many by joining 
the IMF within weeks of the reunification of the country 
under communist rule. With the exception of Romania and 
Yugoslavia, both mavericks in the socialist camp, no other 
socialist country had joined the IMF, seen as an “imperialist 
tool." Vietnam's move underscored a willingness to cooper- 
ate with the Western institution despite the country's avowed 
goal of building social:sm. Czechoslovakia initially joined 
the IMF, but later withdrew because it refused to reveal its 
trade figures. The immediate objective of cash-strapped 
Vietnam was obvious. In 1976 Hanoi crew its gold tranche 
(US$18 million) from the IMF and used US$22 million of 
its US$25 million allocation of special drawing rights 
(SDRs). 

In the same year Vietnam took up membership of the 
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World Bank and invited a study mission to tour the country. put agreed that the second be "explored in a very co- 

n a confidential report in 1977, the bank recommenced that | operative fashion.” Under this option Vietnam would repay 

substantial assistance" — concessionary and quick-cisburs- | one-third of its outstanding IMF debt from its own re- 
ing — be provided to Vietnam. In 1978 the bank undertook to | sources, including borrowing on its own authority. and 
finance its first project in Vietnam — which also provedtode | two-thirds out of foreign borrowing arranged with IMF | 
me Only months after a US$60 million irrigation project | assistance. 
was started in southern Vietnam, hostilities betweea Cam- Expressing support for the second option, IMF managing 
Es and Vietnam lèd to a full-scale invasion by by the lat- | director Michel Camdessus nevertheless made it clear that 
ter. Amid international uproar and under heavy US pressure IMF cooperation in such an arrangement was conditional on 
the World Bank suspended operations in Vietnam. “After | Vietnam accepting "a reasonable set of policies." Once Viet- 
the 1979 episode [the invasion of Cambodia] the Executive | nam was current with the fund and adopted strong adjust- 
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‘Board felt that further lending to Vietnam was not appro- | ment policies it could obtain funds under the Structural Ad- 
priate,” a bank source said, adding thatthe view was shared by justment Facility. Camdessus told the board in January that 
both the creditor and borrower countries in the bank. An- | “it would very difficult to envisage catalysing external assist- 
‘nual soundings since then have shown ne change in the | ance and future func assistance without such a meeting of 
 board's attitude. minds." This meeting of minds essentially involved Viet- 


j: After ignoring the bank for a period recently, Vietnam | nam’s agreement to eliminate subsidies, decentralise deci- 
has made overtures to both the Asian p Bank | sion-making and adjust the exchange rate and pricing sys- 
(ADB) and the World Bank for resumption of lencing but | tem. Informed sources said that arrangements had been 








nas been rebuffed. In a recent interview with the REVIEW | reached te implement the Vietnamese repayment proposal t 
Vorld Bank president Barber Conable noted that there were | and an IMF technical assistance mission went to Vietnam in | 
"interesting noises coming out of Vietnam," and other offi- | August to finalise the agreement. Although no details of the 


cials consider personnel and policy changes undertaken by | arrangement nor policy measures agreed on by the IMF were 
Vietnam to be encouraging. However, bank sources say that | available at press time, Vietnam had already told the fund | 
while encouraging, these changes are 
not enough to unfreeze relations with 
Vietnam. “It is their [Vietnamese] re- 
sponsibility to change the perception of 
e international community.” In other 
- words, without a settlement leading to 
withdrawal of Vietnamese troops from 
Cambodia, opposition to new loans to 
'letnam would not go away. However, 
nce that obstacle was removed Viet- 
nam would not have difficulty in staking 
its claim to a concessionary IDA loan. It 
is one of the world's poorest countries, 
with an annual per capita income of less 
p US$200. Bank sources said tha! 
Vietnam's interest payment on the ear- 










ier loan had been "generally satisfac- 
tory." 
7 Vietnam's relations with the IMF, in 
contrast, have been strained not by poli- 
-tical considerations but by Hanor's fail- 
pe to meet its obligations (though Viet- 
nam's economic troubles were due to 
some extent to its Cambodian involve- 
ment). Even after the invasion, when all 
other financial institutions closed their dam —— 
doors to Vietnam, Hanoi continued to 5 os Ww p. 
borrow from the IMF to finance imports _ | Flood control in Vietnam: strained relations. F 
_of food and oil: However, in January —— 
. 1985 Vietnam was declared ineligible for farther IMF loans | thatits reform plans included decentralising decision-making 
for failing to pay its overdue arrears. As of May 1987 Viet- | totheenterprise level. increasing the scope for private-sector 
- mam's arrears to the IMF stood at SDR 73.4milbon. nitially, | activities. reorienting investment to agriculture, light indus- 
- Vietnam tried to use IMF leverage to release some US$100 | try and exports and establishing realistic price relations. It 
million of its assets frozen by the US since 1975. Hznoi told also undertook to. adopt cautious budgetary and credit 
_ the IMF that it would be able to repay the arrears ifthe IMF | policies, and depreciate currency sufficiently to make ex- 
used its good offices to persuade Washington to release the ports prefitable. To what extent Vietnam's bureaucra- 
frozen assets. tic inertia and conservative opposition will allow such po- 
—. By the beginning of 1987, after a new leadersh p under | licies to be implemented remains to be seen, but as po- 
_ party secretary Nguyen Van Linh had taken contro! in Viet- | licies go Vietnam has travelled a long way since it first 
- nam, Hanoi had concluded that its efforts to seek Western | joined the World Bank and the IMF more than a decade 
perodit, investment and technology would be futile without | ago. 
 normalising its relations with the IMF. In the new mood of Some sources hope that the economic realism that has 
economic pragmatism, Vietnam alsofounc iteasierto agree | brought Vietnam to the path of reform will also lead it to 
_ with the IMF recommendations. After a long absence Le | moderate itsstance on Cambodia and thus remove the obsta- 
- Hoang, Vietnam's governor to the IMF, attended an execu- | cle to Worid Bank and ADB lending. That may be excessive 
tive board meeting in January 1987 and outlined three op- | optimism, but Hanois new agreement with the IMF 





- tions to resolve the arrears problem. They were: use of froz- | nevertheless marks the first significant step in Vietnam's re- 
en assets in the US. use of a combination of Vietnam's own | turn to international financial markets. ü 


70 1 OCTOBER 1887 e FAR EASTERN ECONOMIC REVIEW 


Di F4 - a Ti f. " > “i ppm ew ohh 


CHINA 


Policy advice 
helps the 
huge country 


By Robert Delfs in Peking 


he World Bank's eight-year relationship with China, 
T the world's largest developing country, has been one of 
its most important successes to date. Lending to China, 
which began with a modest US$200 million education project 
in 1981, has reached nearly US$1.5 billion a year. Assistance 
has been almost entirely concentrated on infrastructural and 
human-resource development projects that address some of 
the most serious obstacies to China's modernisation, and 
which are unattractive or unsuited to commercial financing 
or foreign investment. 
But more important than the actual amount of loan assist- 
ance, bank leaders say, is the role the bank has played in 
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Chinese population control pester: keep the numbers down. 


helping China's reform.st leaders define and evaluate policy 
alternatives. 

The bank's technical assistance and advice has served as 
underpinning for the reform process, according to Moeen 
Qureshi, the bank's senior vice-president for operations, 
who adds: "In no other country does the bank have such a 
varied and diverse role. ° 

Two large-scale World Bank studies of the Chinese econ- 
omy, in 1980-81 and in 1984, have been widely influential 
among Chinese ecomomists. The second report, China: 
Long-term development issues and options, focused on alter- 
native strategies for investment and financing which have be- 
come central themes in current reform debates. 

The bank remains decidedly upbeat on the prospects for 
China's economic development and reform. “China is in à 
state of economic take-off,” according to Qureshi. China's 
ability to sustain average GNP growth of nearly 10% over the 
past 10 years is "an historic experiment which historians will 
perhaps look back on as the most important process of eco- 
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nomic transformation of the 20th cemtury,” Qureshi says. 
No country except China is likely tc approach this rate of 
growth in the next decade, says Quresh:, who stresses the im- 
pact on the rest of the world if China's GNP by the second 
decade of the next century were to reach the size of Japan's 
today: “Think of the trade requirements, the demand fòr 
capital goods and technology." In suca a process, the most 
important aspect of the bank's role — both advisory and fi- 
nancial — will be to facilitate the process of integrating China 
into the multilateral world economic system, Qureshi says. 
The bank maintains a five-member »ermanent mission in 
Peking, headed by Edwin Lim, a Filipiro economist who was 
deputy-chief of the bank's first mission to China in 1980 and 
headed the team that produced the 1983 report. The mission 


has established close links with government leaders and — 


think-tank economists, DE to diplomats, and has 
made important contributions to the pciicymaking process. 
The bank's lending commitments to China as of mid-1987 


total more than US$5.5 billion, of whica US$1.42 billion has 


been approved this year. Of the total, 20% has been low-in- 
terest credits from the International Development Associa- 
tion (IDA), the bank's soft loan window. | 


Energy projects have absorbed neasly 25% of total lend- — 


ing commitments so far, transport anc industry each 20%, 
agriculture 16% anc education 10%. 

Annual lending 5 expected to double 
over the next twc to three years to 
approximately US53 billion, Qureshi 
told reporters in Peking in September. 
Qureshi said that incustry will become an 
increasing focus of bank lending in China 
as the country moves into the second 

re of economic reforms. 

Despite broad. congruence between 
nk and China’s leaders on the over- 
in of. China's reforms, there are 
ireas where the bank leaders think 
progress is needed. One area of 
n is interest rates. “We would like 
st rates to reflect actual scarcity of 

il more accurately,” Qureshi says. 
would reduce the fiscal burden of 
su sidies created by -nterest rates that are 
lower than the opportunity cost of capital. 

The bank woulc also like to see a 
better-managed foreign-exchange sys- 
tem. and more prog-ess in price reform. 
"Getting prices — relative prices — right 
is the hub of the whole issue," according 
to Qureshi. 

Bank officials sress that Chinese 
leaders concur on :he need for these 
reforms, but that he timing of such 
steps involves complex social anc political factors. 

The intractability of just such social and political factors 
— including urban hyper-sensitivity to price reform, and re- 
sistance within the party to substantive reform measures in 
the factories and in finance — leads other analysts toa much 
more pessimistic outlook on the future cf reforms. 

But the bank can look to its own tra-k record with some 
satisfaction. In 1981, when the firs: World Bank report was 
released, many China experts utterly dismissed the possibil- 
ity that China could double 1980 national income within a 
decade, a target that China seems certam to exceed by 1988. 

A US$170.5 million assistance package for Gansu 
is the World Bank's most recent project and the first deve- 
lopment project directed to a provincial entity in China. 
The bank will provide SDR 119.1 million in IDA credits 
and a US$20 million International Bank for Reconstruc- 
tion and Development (IBRD) loan partially matched 
with funds from the central and provincial hover 
and the Gansu Investment and Trust C». (GITC), bringing 
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total project value to the equivalent of US$323.1 million. 

Rural incomes in Gansu are the lowest in Chira. The 
more populated central section of the province is a semi-arid 
region of eroded loess hills. Average wheat yields on rain-fed 
fields, mostly terraces cut from the hills. are well beiow the 
national average. 

Thrée-quarters of the total project funds are devoted to 
construction and implementation of two irrigation projects in 
central Gansu — US$181.3 million is devoted to a scheme to 
bring water through nearly 100 km of canals and-tunnels from 
a Yellow River tributary to arid Yongderg and Gaolan coun- 
ties north of Lanzhou. Newly irrigated lands covered by the 
project total 57,000 ha. 

Another US$20.7 million will pay for additional irrigation 
work and efforts to improve rainfed agriculture on 76,000 ha 


INDIA 


Harsh medicine 
prescribed for 
a big borrower 


By Lincoln Kaye in New Delhi 
i ndia remains — just barely — the World Bank's biggest 











single customer for credit. But its share of the bank's 
worldwide lending portfolio dropped to only 14.576 in fis- 


cal 1986, down near'y two percentage po nts from the previ- 
ous year. And its access to the soft :« ^:;5 window, the Inter- 
national Development Agency (IDA . | ¿s been sharply cur- 
tailed. 


This year, India has nearly 20% © IDA credit atthorisa- 
tions, less than half its share just a decace ago. In the coming 
round of soft loan allocations, New De iti will be ucky to 
come away with a 15% share. What is more, the Fank has 
shortened the maturity of IDA credit for relatively incus- 
trialised developing countries like India from 50 years to 35. 

World Bank president Barber Conzble's reorgenisation 
has detached India from South Asia, at least in terms of the 
bank’s internal administration, and clubbed it with China. In 
fiscal 1988, the world's two 
most populous countries to- 

ether will draw down about 

DR 960 million, er 30% of 
IDA funds (down trom 36% 
in fiscal 1987). India will get 
nearly US$535 million, ac- 
cording to the bank’s newly 
named vice-president in 
charge of Asia, Atilla Karaos- 
manoglou. That is nearly 
US$70 million less IDA assist- 
ance than New Delhi drew in 
fiscal 1987, but marginally 
more than China caa expect in 
the coming fiscal year. 

In effect, the new arrange- 
ment pits India and China 
against each other in a zero- 
sum struggle for concessional 
credit. Playing both ends 
against the middle this way 
makes it all the easier to lean 
on New Delhi to accelerate 
liberalisation policies, accord- 





of the Guanchuan river basin. A total of US$36.7 million will 
be devoted to education, primarily improving basic educa- 
tion, teacher training and secondary education. 

The US$20 million IBRD loan component will be on-lent 
by GITC to support 22 technological upgrading and con- 
struction projects to promote industrial diversification and 
expand industrial employment, especially in rural industries. 
This is the first bark project to channel loans through a pro- 
vincial financing company. 

Project execution is administered by the provincia! gov- 
ernment's World Bank loan implementation office, which is 
now primarilv engagec in staff training. The office's most im- 

rant tasks, according to Liu Xiangqian, project group 
head for the office, will be to coordinate evaluation of bids 
for zonstruction projects associated with the irrigation pro- 
jects, and — in cooperation with GITC — evaluating applica- 
tiors for industrial diversification assistance. Oo 





ing to the bank’s many journalistic and academic critics in 
Inda. Even top officials like finance secretary S. Ven- 
katcramanan wish the bank would be freer with funds for the 
pocr, instead of advice and "straitjacket solutions on a for- 
mu. a basis,” as he told the World Bank/International Monet- 
ary Fund development committee in April. 

Within two weeks of Venkatiramanan's remarks, though, 
the bank's New Delhi office served him up a new dose of hor- 
tation in the form of its draft annual country report on India. 
When the confidential document's executive summary was 
leaked (as per annual routine) to the press, it provoked even 
more criticism than usual. Not that the warnings sounded or 
the remedies prescribed were much different from those of 
New Delhi’s own policymakers (some of whom were re- 
cruited back to India after stints with the World Bank). What 
rankled was the preaching tone, broad-brush analysis and the 
unsealistically tight five to seven years time horizon. 

The report warned India to: 

» Trim its commercial borrowing. Counting repayments on 
Incia's US$4.4 billion IMF debt and interest obligations on 
noa-resident Indians’ hard currency bank deposits, the debt 
service ratio is an alarming 26%, up three percentage points 
from fiscal 1986. 

» Rein-in the potentially inflationary central government 
budget deficit, now running at 13% of GDP. 

» Dismantle the preferential pricing. credit access and mar- 
keting channels now accorded to public-sector enterprises. 

» Repeal licensing restrictions and import quotas in order to 
expose flabby Indian industries, private and public, to 
a bracing dose of competition. 

> Loosen anti-trust stric- 
tures to reap economies of 
scale and open up produc- 
tion of items now reserv- 
ed for small-scale indus- 
tries. 

» Substitute fiscal measures 
for quantitative controls, both 
in domestic resource alloca- 
tion and in imports. 

» Slash by half the average 
level of tariffs on imports, 
which now stand at about 
100% ad valorem. 

» Free commodity markets 
from administrative pricing to 
squelch hoarding, boost com- 
petition and reduce the sub- 
sidy burden. 

» Support development of re- 
mote regions through tax con- 
cessions and production sub- 


sidies. rather than invest- 
ment subsidies and licens- 
ing controls. Concentrate 
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on 20-30 backward areas at a time, instead of the present 
246. 
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» Amend labour laws to allow retrenchments, plantclosures | India's Extended Fund Facility (EFF)credits from the IMF 
and mergers. As long as it is made much easier to set up shop has increased by 54% in rupee terms since disbursement in 
than to close down, moribund industries are bound to prolif- | the first half of the 1980s. Venkatiramanan, in the wake of 
erate. the latest central budget with its record deficit of Rs 57 

The report tries to push these measures as an all-or-no- billion (US$4.38 billion), reassured reporters that India 
thing liberalisation package, warning that piecemeal reforms planned no balance-ot-payment loans in the foreseeable fu- 
will not work. If India follows the bank’s advice, the report ture — neither EFFs nor World Bank structural adjustment 


predicts average GDP growth of 6.1% over the term of the credits. 


1985-90 plan, outstmpping both current performance and That means project loans will continue to dominate the 
five-year targets. These projections failed to impress Indian | bank's portfolio in India. But such funds have a way of get- 


commentators, who mostly found 


the World Bank prescriptions un- APPORTIONMENT OF WORLD BANK 


realistic and contradictory. How to 
simultaneously lower tariffs and sub- 
stitute them for quantitative import 
quotas? How to withdraw preferen- 


tial support from public-sector enter- 
PP P (US$ billion) 


LOANS TO INDIA APPROVED 
THROUGH FISCAL 1986 


prises and at the same time beef up | — 
government revenues" How to de- Baad ice oe -— A 'om 





control prices but bridle inflation? 
Anyway, such questions were 
moot, according to most edit- 
orialists, since the  scandal-rid- 
den government of Prime Minister 
Rajiv Gandhi is far 'ikelier to lurch 
Left than Right in ecenomic policy to 
boost its flagging political fortunes. 
The spectre of natienwide drought 
also makes it harder than ever to 
risk even a short-term increase in 
unemployment due to 
bank-backed adjustment 
policies, since villages 
will be in no position to 
absorb surplus labour. 
The most emotive 
issue in the report 
seemed to be the bank's 
rather gingerly and 09- 
liquely worded recom- | -——— 
mendation that India Rr eee SS es US 
consider a formal cur- [273 | x 
rency devaluation to 
boost exports and dis- 
courage imports, Indian 
economists countered 
that India's trade basket 
is not particularly sensi- 
tive to currency fluctua- 
tions, either on the ex- 
port or the import side. 
The country is a price-taker in 
exported agricultura! aad min- LIER 
eral commodities, while con- : Go *1 TO INDIA 
sumption of such staple im- 
ports as petroleum and edible 
oils will be relatively impervi- 
ous to hikes in their rapee cost. 
The prime casualty o! devalua- 
tion would be capital gcods im- 
ports, and that would mean 
setbacks for the World Bank- 
promoted technological up- 
grading of Indian industry. 
Besides,  anti-devzluation 
commentators note, the rupee 
has already depreciated sub- 
stantially over the past two 
years through the central ol 
bank's managed float of the 
currency. So much se, in fact, 
that the repayment burden of 


Indian imports: call for tariff cuts. 
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IDA SOFT LOANS 


Indian 
portfolio 


ting trapped m the pipeline here. 
Out of a cumulative total of US$25 
billion in credits approved to date, 
some USSI1.* billion remains un- 
drawn, accordmg to the bank's New 
Delhi mission chief, Bevan Waide. 
The hold-ups may be lack of local 
matching funcs, miscalculation of 
project costs cr sheer bureaucratic 
sloth. One recurrent sticking point 
is the bank's insistence on interna- 
tional competitive bidding for pro- 
ject inputs, which often comes into 
conflict with India’s protectionist 
bent. 

Whatever ‘he cause, though, 
blocked funds do little to relieve 
New Delhi's liquidity woes. To ease 
the flow, the bank has set up a re- 
volving fund which allows India to 


wcosHagaewa. draw cash advances 





agamst pre-committed 
credits, rather than 
awaiting reimbursement 
for X already-approved 
outays. The size of the 
fund was increased from 
US5250 million in fiscal 
198^, when it was found- 
ed, to US$400 million 
in fiscal 1987. Total 
disbursements for fis- 
cal 1987 amounted to 
US* 1.37 billion, up from 
US*1.21 billion the year 
before. 

To administer this 
much aid, the bank 
maiatains one of its 
largest missions here. 
The agricultural section 
has eight headquarters staff 
and 10 local agronomists. 
Similarly, the economic sec- 
tion has three headquarters 
economis's, two expatriate 
operational officers (one each 
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dustrial development) and 
three locally hired pro- 
fessicnals This year, the mis- 
sion will add a public health 
and nutition office with 
one expatriate and two local 
staffers. india is well repre- 
sented, teo, on the staff at 
bank headquarters in Wash- 
ington, though so far there 
is no Irdian vice-president 
— an omission all the more 
glaring smce rival Pakistan 
as two. A) 
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business practices. Now, with a heavy structural deficit in the 


INDONESIA 


Facing the need 
for fundamental 
economic reforms 


By Anthony Rowley in Jakarta 
T he relationship between the World Bark and Indonesia 









Jakarta's relations with the International Monetary 
Fund. The bank maiatains a relatively large permanent mis- 
sion in Jakarta, and Iadonesia's central bank governor Arifin 
Siregar spent some years at the IMF in Washington. 

It is essentially 2 relationship betweer technocrats, a 
dialogue of like minds. Critics charge that i- is thus a rather 
sterile dialogue which does not involve the rr ain political and 
economic power players in the country. T3ey point to the 
good relationship the World Bank had with Cesar Virata and 
other technocrats in the cabinet of former Philippine presi- 
PHOTOS: FINANCIAL TIMES 





dent Ferdinand Marcos, and the fact that in -he end the tech- 
nocrats' policies did not prevail there 

There is probably some justification in such charges, 
though both the bank and the IMF have te tread a careful 
path between being seen to offer advice tc client countries 
such as Indonesia and interfering in domestic politics. Talk- 
ing to the country's own technocrats and etting them win 
over more intractable political interests seems the more judi- 
cious course. 

Indonesia has now become a testing groand for the Bret- 
ton Woods institutions in the sense that the conflict there be- 
tween proponents of economic nationalism and advocates of 
the kind of open and internationally competitive economy 
which both the bank and the IMF advocate is becorning in- 
creasingly intense. At the same time, the issue of powerful 
business monopolies surrounding President Suharto (and in- 
volving his family directly) is becoming incr2asingly debated 
both within and outside Indonesia. 

In the days when Indonesia had sufficient oil revenues to 
pay its way, it did net need to worry unculy about what out- 
siders thought of its high-cost econemy and monopolistic 
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has long been a close one, and much the same goes for | 


balance-of-payments current account, the second-biggest 
foreign debt in Asia (behind South Korea), depleted foreign- 
exchange reserves and heavy dependence on foreign aid, 
Jakarta car nct afford cuite such an independent line. 

The plunge in oil and liquefied natural gas exports re- 
venues from US$12.5 billion to US$6.8 billion between fiscal 
1985 and 1986 meant that the current-account deficit rose 
from US$: 7 billion to US$4.1 billion. The deficit would 
have been nearer US$6 billion but for a 31% devaluation of 
the rupiah in September 1986. The currency has since been 
effectively linked to the US dollar. The deficit would have 
been even higher had not Indonesia pumped more oil, a fact 
which helps explain the 3.2% GDP growth achieved in fiscal 
1986. 

Directly reflecting the balance-of-payments deteriora- 
tion, the overall balance on the central government budget 
moved from a deficit of US$2.7 billion in fiscal 1985 to a 
shortfall of US$5.1 billion in 1986. (It had been in surplus two 
years previously.) To finance this, foreign loan disburse- 
ments had to be near!y doubled to US$7.5 billion in fiscal 
1986. As ə result. Indonesia’s disbursed and outstanding 
foreign de»t had risen to US$42.6 billion by 30 March this 
year, up from US$37.3 billion a year earlier. 

The debt service ratio, meanwhile, has risen to 41.3%, of 
which about 30 percentage points is attributable to public- 
sector deb: and the rest to private-sector indebtedness. This 
is equal tc about 11% of Indonesia’s GNP compared with 
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3.6% (on a debt service ratio of 17%) in 1982. Foreign-ex- 
change reserves as at the end of fiscal 1986 stood at just over 
US$5 billion, equivalent to just under five months of im- 
ports. 

None cf this means that Indonesia is about to join the 
ranks of the sovereign debt defaulters, or even that it faces a 
rescheduling of its debt. The World Bank regards In- 
donesia's debt situation as being under control, and the 
bank, the IMF and bilateral aid donors grouped within the 
Inter-Governmental Group on Indonesia (IGGI) have all 
stepped ud their financial assistance. Japan is making In- 
donesia a particular target of its surplus recycling. 

The international! oil price, meanwhile, has risen comfort- 
ably above the US$15 a barrel upon which Indonesia is cur- 
rently basing its budget estimates. Certain other commodity 
prices (such as palm oil) have also risen and Indonesia's non- 
commodity export earnings are expanding slowly but surely. 
Even so, -akarta's room for manoeuvre on both fiscal and 
monetary policy has narrowed with declining external for- 
tunes and that will shift the onus for adjustment on to more 
fundamenzal economic reforms. 
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Finance Minister Radius Prawiro admitted in an intervi 
with the REVIEW that the next three or four years would be 
tough going for Indonesia in coping with its debt-service bur- 
den. The cost already nas been a sharp cutback in budget 
spending on development and an effective freeze on civil ser- 
vice salaries. Some fear this could foster social discontent and 
increase incentives to corruption in the public sector. 

The multilateral ‘inancial institutions and Indonesia's 
principal aid donors are doing probably all they can to cush- 
ion the impact of fiscal austerity. The World Bank provided 
Indonesia with two loans of approximately US$300 million 
each last year (one linked to specific adjustments) and the 
IMF granted Jakarta a US$600 million Compensatory 
Financing Facility loan. These were gestures of confidence in 
the ability of Indonesia's financial technocrats to correct dis- 
tortions in the economy. 

Much the same holds true of the confidence which major 
bilateral aid donors have in Indonesia. IGGI as a whole 
pledged US$3.16 billion in loans and aid for 1987-88 com- 
pared with US$2.5 billion the previous year. Allowing for ex- 
change-rate adjustments in the denominator currency, this 
still represents a signizicant increase in real terms, even from 
Japan whose contribution went up this year from ¥80 billion 
(US$555 million) to ¥88 billion. | 

There is some speculation that the increased yen aid pack- 
age — Japan also granted Indonesia US$900 million in untied 
assistance (via its Export-Import Bank) earlier this year — 
was in lieu of a restructuring of the yen portion of Indonesia's 
foreign debt. Former coordinating minister for economic af- 
fairs Widjojo Nitisastre is understood to have visited Tokyo 
last year to discuss a possible restructuring of Indonesia's yen 
borrowings. Japan's loans and aid concessions could be read 
as a response. 

A large, though undisclosed, portion of Indonesia's total 
foreign borrowings are in yen and the fact that over 6095 of 
the country's exports are denominated in US dollars means 
that the sharp decline of the dollar against the yen has im- 
pacted quite savagely upon the debt service ratio. Over the 
past two years, debt service has cost Indonesia more than its 
has received in oil revenues. 

But Arifin is not unculy worried about the debt problem. 
According to him, orly 20% of Indonesia's foreign borrow- 
ing is from commercial banks with the remaining 80% in the 
form of official deve opment assistance. “We have a good 
debt profile," he assured the REVIEW — in terms of con- 
cessional and non-coneessional, currency-mix and maturi- 
ties. 

Apart from financing from IGGI now running at an an- 
nual level of around US$3 billion, Indonesia has US$2.3 bil- 
lion of undrawn commercial bank facilities available, so Ari- 
fin is confident that tke current-account deficit can be fi- 
nanced fairly comfor-ably. That deficit, he says, is likely to 
fall to around USS$2.1 billion in the fiscal year ending March 
1988. (It had earlier been put at US$2.6 billion on the as- 
sumption of a US$15 a barrel oil price.) Assuming an average 
oil price of US$17-19 a barrel between now and 1990, In- 
donesia should enjoy a turnaround in the current account to a 
modest surplus by fiscal 1991, according to Arifin. 

Between now anc then there will be little scope for re- 
building depleted foreign-exchange reserves, which accord- 
ing to Prawiro stood at US$6.25 billion with the central bank 
(in early August) plus some US$3.7 billion with the commer- 
cial banks, of which swaps represent around US$3 billion. 

Reserve building will depend on the government's success 
in arresting further bouts of capital flight of the kind In- 
donesia experienced in the first half of 1987. And it will de- 
pend upon Indonesia's success in eliminating high costs in the 
economy, which hobble attempts to boost the sort of non-oil 
manufacturing exports which the World Bank suggests In- 
donesia should focus on in future. In turn, the ability of the 
gom to achieve such objectives depends on its wil- 
ingness to tackle the business monopolies that inhibit econo- 
mic development and foster periodic crises of confidence 
which stimulate capital flight. oO 
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of development 


By Jose Galang in Manila ; 


omestic financial and political problems continue to 
prevent the Philippines from tapping the full potential 
of the assistance being made available by the World 
Bank. Budget constraints have kept the rate of disbursement 
of approved loans low, and the conditions accompanying 
some of the bank-assisted programmes have served as divi- 
sive issues in official and private-sector thinking in the coun- 





try. : j; 

hi fiscal 1986, the Philippines received only two World 
Bank loans totalling US$151 million, mainly because of the 
general slowdown in the economy sinee late 1983. In the fis- 
cal years 1980-84 bank lending to the country averagec 
US$420 million a 
year, a big leap from 
the average of US$90 
million in 1970: 
75. Nonetheless, the 
slowdown provided 
ies: opportunity 
or bank program- 
mes to focus on struc- 
tural adjustments ir 
the Philippine econ 
omy | 


The Philippines 
was among he 
first recipients of 


the bank's Structura 
Adjustment Loans 
(SALs) in the early 
1980s. However, 
programme is still to 
show dramatic ben- 
eficial effects on the 
economy. The gov- 
ernment of former 
president Ferdinand. 
Marcos, ousted in February 1986, has been faulted for — 
using bank loans for political ends, and part of the SAL 
proceeds were used to help bale out financial institu- 
tions and business enterprises of certain Marcos associ- 
ates. p 
The administration of President Corazon Aquino con- 
tinues to be hounded by housekeeping chores that prevent it 
from pursuing development projects with bank facilities. For 
instance, an economic recovery loan of US$300 million 
signed on 30 March 1987 is still to take effect officially, be- 
cause of frequent changes in the Aquino cabinet. Legal opin- 
ions from the Department of Justice, for instance, are re- 
quired before official borrowings take effect. A new cabinet 
reshuffle, following the mass resignation of Aquino's cabinet 
secretaries on 9 September, could delay the programme 
further. p 
This US$300 million loan is intended to finance essentia 
imports to boost domestic activity, which is now staging 
comeback due mainly to government pump-priming. Policy 
reforms sought by the World Bank for the programme in- 
clude: more liberal trade policies to reduce protection and 
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improve industrial efficiency; tax reforms to boost efficiency 
of the tax system; reducing government's involvement in the 
financial sector, and restructuring of the public investment 
programme. 

The import liberalisation scheme particu arly has ignited 
heated debates among local cabinet members and leaders of 
private industry. Although the government has identified 
1,234 items for deregulation, the actual ceverage remains 
very much below that level. Many of the domestic producers 
of consumer goods are still actively opposing the move, 
though the Aquino administration has ceclared a firm 
intent to phase out prolonged protection t» certain indus- 
tries. 

Such programmes appear to support criticisms that the 
bank had been sticking its fingers into sensitive domestic af- 
fairs. Its espousal of import liberalisation, for instance, is 
often used to exemplify arguments that the bank is “a lackey 
of capitalist imperialtsm,” a charge 
often heard at leftist rallies in the 
Philippines. 

The bank is also accused of not 
helping enough The Philippines 
has sought bank assistance in secur- 
ing funds for a massive agrarian re- 
form programme, deemed neces- 
sary to unleash the economic po- 
tential of 70% of the Philippine 
population of some 57 million. 
However, the bank says that the 
programme, as drafted, would 
strain government institutional and 
administrative capacty. The pro- 

ramme proposes a fund to buy 
and for redistribution to 
qualified tenant farmers. 
Bank analvsts assert that 
the income that might 
be generated under the 
scheme would not be 
enough to justify the rnam- 
moth bureaucracy re- 
quired to implement it. 

What makes the World 
Bank qualified to dispense 
such controversial pre- 
scriptions for the Pailip- 
pine economy? Over the 
past 29 years, the bank has 
extended 100 loans of 
some US$4.02 billion. 
Credits from the Interna- 


























US$592.3 million in 1980-83 supported tariff reforms, a sys- 
tem of industrial incentives, energy pricing and export pro- 
motion. 

Economic difficulties in 1983-85 curtailed the govern- 
ment's ability to raise counterpart financing for foreign as- 
sistance. Disbursement on World Bank loans in fiscal 1985 
was only 14.4%. Although this rose to 20.5% in 1986, it was 
still below the average 23% disbursement factor among East 
Asian countries. 

There are 32 continuing loan programmes, worth 
US$1.91 billion, of which US$724.7 million has been dis- 
bursed. A total of US$437.6 million has also been cancelled 
(the undertakings for which the loans were contracted were 
either completed or aborted). 

Among those discontinued was the textile restructuring 
project, which was extended a total of US$157.4 million. 
When the project was dropped, some US$140.7 million re- 
mained undisbursed. The textile industry was one of those 
which experienced capacity usage of less than 50% during the 
depression of 1983-85 because of 
low domestic demand. A current 
programme seeks to enhance the 
quality of local textile producers 
and induce garments makers to pad 
their domestic sourcing. 

The bank recently established a 
resident mission in Manila, head- 
ed by Rolando Arrivillaga, a 
Guatemalan who was involved in 
various ‘economic missions to the 
country during the Marcos years. 
Arrivillaga says that both the 
Marcos and Aquino governments 
proved difficult to deal with in 
terms of negotiating loan condi- 
tions. For instance, under 
the economic recovery 
loan the bank has sought 
the opening of govern- 
ment financial institutions’ 
audit to private entities. 
The government insists on 
using the state audit 
agency's services. None- 
theless; despite the in- 
creasing calls for more 
nationalistic policies on 
the economy, Arrivillaga 
still has to see a gun during 
negotiations — an experi- 
ence he had in a discussion 
on the sugar industry dur- 
ing the previous adminis- 


SMOSUME TAKE JOMI 





tional Development Agen- A = As Ew | tration. 
cy (IDA) have reach- |Filipino sugar worzers; textile industry: economic recovery. ot ah opt Over the next two 
ed some US$122 mil- years, the bank plans to 


lion, while investments made by the International Finance 
Corp. (IFC) now total US$162 million. The bank group 
accounts for 13% of the Philippines’ total multilateral deot 
and about 18% of the annual debt service 
Much of the bank's lending in the Philippines is in agricul- 
ture, including irrigation systems, credit programmes and 
other services to support rice production. Th? bank has been 
a major influence, along with the Internat onal Monetary 
Fund, in dismantling the agriculture monopolies set up dur- 
ing the Marcos administration, which largely contributed to 
the deterioration of opportunities in these sectors. One of the 
early actions of the Aquino government was to restore mar- 
ket forces in these sectors — the sugar, coconut, grains, meat 
and wheat trades. That move is now being tagged as one of 
the factors behind the continuing econemic recovery. 
Another substantial share of bank lendirg to the Philip- 
ines has been for the industrial and financial sectors, and for 
infrastructure projects. Three SAL programmes totalling 


76 


focus operations in the Philippines on “essential macro-eco- 
nomic and sectoral policy reforms, rehabilitation and 
maintenance of existing infrastructure, and high-priority ac- 
tivities that would minimise the need for budgetary support.” 
The bank's resident representative says that support for the 
Philippines will continue “until we see a sergeant named as fi- 
nance secretary." possibly a veiled warning to plotters of an 
abortive military takeover in late August. 

Without factoring in recent political tremors, however, 
bank economists continue to predict steady economic growth 
for the Philippines. Real growth rates are forecast to range 
from a base of 4.9% to a high of 6% for 1987, with a base of 
5.4% and a high of 7% by 1991. The forecast for 1987 still tal- 
lies with government projections of a growth of 5.8% , which 
will be mainly led bv increased consumption through the gov- 
ernment's pump-pr:ming. Any beneficial effects of increased 
investments, particularly from foreign interests, are now ex- 
pected to come in 1988 oO 
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5 They know that Dubai's Jebel Aj Froga zone 
-has introduced exciting trade freedoms 
and benefits, enabling companies to set up 
-trading and industrial bases easier in the 
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T Mddie Ease. They also know that with superb facilities 


, including an extensive infrastructure, state-of- 
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By Nigel Holloway in Tokyo 
Mes of the Tokvo Stock. Ex- 
change (TSE) will decide in early 
November on one of the more contenti- 
ous issues involved in Japan's financial 
relations with the outside world: how 
many new members to admit to. the 
floor of the exchange and, of these, the 
number of seats that shculd be allocated 
to foreign stockbrokers. A 19-member 
committee under the chairmanship of 
Shoji Umemura, the head of Nikko 
Securities, is: ‘currently considering what 


to recommend on the matter to the 4 


TSE's board of governors. 

The doors of the exchange. will be 
_ opened wider this time than in the previ- 
ous admission, when six foreign brokers 
were offered seats in November 1985. 
These were Jardine Fleming, Vickers da 
Costa, S. G. Warburg, Goldman Sachs, 


Merrill Lynch and Morgan Stanley. By | 
the end of the year, abcur 15 new mem- | 


bers are expected to be admitted, of 
which more than three-quarters 
may be non-Japanese firms. _ 
. Some of the would-be foreignen- f 
trants will, therefore, be disap- ||: 
pointed. There are at the mo- 
ment 43 foreign securities com- | 
panies in Tokyo and at east 15 of © 
them are known to want 2 seat on 
the TSE. They include Salomon 
Bros, Barclays de Zoete Wedd, 
Shearson Lehman Bros, UBS- 
Phillips & Drew and James l 
Capel. l 
Those admitted will find the 
going rougher than their’six pre- 
decessors, who benefited from 
the fact that the value of daily 
stockmarket turnover coubled in : 3 
1986 and has doubled again this | 4 
year. The costs of doing business: ~ 
continue to rise. Each new seat is _ 
expected to fetch slight'y more - 
than the ¥1. billion (US$7 mil- 
lion) they went for last time 
round. A firm needs adout 15 
floor traders plus back-up staff. 
This will further inflate salaries 
which have already balooned as 
foreign brokers offer pay in- 
creases of 50-200% to detach Ja- 
panese from lifetime employ- 
ment at the domestic houses. 
TSE members will have to run 
faster to stay in the same place, 
because brokerage commissions 
are to fall as from 5 October, with 
the eepest cuts on trades involv- 
g 5- dlion shares — the 
level at which the foreign firms | L— 
do most of their business. Thisis Lo 


the second dropin rates since April 1985 
and surprised some by being introduced 
-only 10 months since the last decline. 

- According to Japan Financial Re-. 
port, the Finance Ministry estimates 
that this may produce a 12.8% droj in 


commission for foreign TSE mem 
and a 49% decline in profits. Some ot 
these brokers say that it is more likely to 
cut their commission income by 15- 
20%, a reduction that may well have 
been intended by the authorities to 
deter some of the more faint-hearted 
applicants for a stock-exchange seat. It 


was also meant to cut the profits of the - 
| big-four Japanese stockbrokers. and to 
stop the trading in local shares from 


goi E ara 


ere are three main advantages to 


| becoming a member. It naturally im- 
proves the ability to read the market | 
and it means firms can keep the.27% |. 


share S commission fees that. would 


; (Pre- tax profits of fore:gn securities 


Í houses in Tokyo) 


Foreign t orc okers queue to join the TSE ata price 


ore musical chairs 


et 


| ity, US equities are 


'US$9.4 billion in the first half o 


foreign competitors in the field. 




























otherwise be passedito the member 
tually executing the orders on the fl 
Most important is the prestige confe 
red on those who make it into th 
sive club. This helps-in poaching staff 
from established stockbrokers. an 
doing business with institutional clier 

At the moment, aspiring firms hav 
an advantage over ‘domestic broke 
one area in which membership ol 
TSE is not a prerequisite — knov 
of capital markets outside Jap: 
investment in foreign equities 


and may reach US$20 billion 
tire year, more than three t 
ure for 1986. Inexperienced Ja 
nancial institutions need advice 
sifying their portfolio abroa 

big-four local firms lag behir 


- Because the institutions wa: 












Europe and the rest o 
ing the likes of M. 
. an edge over firms suck 
burg and Jardine dn 
Strength lies elsewhere. Bu 
is begi inning io mi 

nds aad equiti 
the rest of the-Asian 


B G: iving clients a good 
l for their investm 
| Japan helps generate busi 
‘side it as well. One of the 
pleasant surprises for fi 
TSE members has been 
 big-four Japanese stockbr 
do not have a stranglehold o 
domestic institutional busines 
Morgan Staniey says that 40% 
all its trades done on the TSE is 
broking for domestic clients, The 
managing director of the firm's 
Tokyo branch, Joseph Tompki 
says the eventual aim is to be re 
garded here as a domestic Japan 
ese stockbroker. n. 
Foreign firms seem to s 
over their Japanese adversari 
by being able to integrate 
customers’ Comestic. sharehold 
ings within a global p 
Salomon, which is relati 
` weak in equity sales, says it 
offer genuine 24-hour trading. 
. passing the book from one ce 
. to another. The firm's vice-p: 
dent of ey sales and 
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FSE. listed AM says David doo di- 
rector and general manager for Jardine 
Fleming, which has had, perhaps, the 
strongest foreign-research team in 
‘Tokyo for several years. His firms sell 
Japanese shares in seven centres outside 
Tokyo, so it will have benefited from 
the substantial increase in turnover of 
these equities by foreigners. 
> Jardine Fleming has bought and sold 
‘more shares than the other five forcign 
brokers between April and the end cf 
August, closely followed by Morgan 
‘Stanley, with Merrill Lynch some way 
behind. Trading of the six combined ac- 
‘ounts for about 3% of total TSE türn- 
ver. Warburg has done much of its Ja- 
ese equities business in Londo 
here it claims to be the market. leader 





































ae is still reeling from. the 
shock “RO case to answer” ' conclu- 










sisi of roughly HKS100 mil 
$12.8 E in legal fees an 

sts, a committal hearing and a. trial 
ing 281 davs, the cases against some 
those involved in Hongkong's most 
ectacular co 
n 1 abrupt 



























t: denouement will persist. And it has 
ft several institutions with severely 
amaged reputations: 
> The Hongkong judiciary. 
» The Hongkong Government's Legal 
Department — and by extension, the 
bility of the authorities to prosecute 
he huge commercial-crime cases with 
which the territory has been confronted 
jn recent years. The failure bodes ill for 
the survival of British common jaw 
practices post-1997. 
- The Hongkong partnership of thiei in- 
‘ternational firm Price Waterhouse (PW). 
-Their accountants, David Begg and An- 
«thony Lo, were acquitted but not before 









to their professional competence but of 
the key role of former PW partn 
the Carrian debacle. PW's senior 
. ner then and now is Legislative Co 
lor Tom Clydesdale... 
^ The conduct. et. the case an 






orate rise and i came 


‘a mountain of evidence had been p pre- 
sented raising questions not only as- 
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RE me E by Andy Tang 
in such, shares, but lagging behind ir | 
Tokyo looks bad, so the firm intends to - 


boost its turnover in Japan. 

Being seen to work hard on the TSE 
is important when it comes to the largest 
share issue of all time, a second 12.5% 
government stake in Nippon Telegraph 














trillion, entirely to some investors. 


Local newspapers have speculated that 


the list includes three brokers whose 
firms are not members of the exchange, 


Salomon, First Boston and Kleinwort 


Benson. The more predictable names 


are Merrill Lynch, Morgan Stanley, 
Goldman Sachs and Warburg. Another 
15,000 or so shares are likely to be di- 
vided among the other foreign houses. 


rawn as well as. brains i is needed to 

make an impact on the TSE. Brokers 
are trading more on their own account 
than before and clients are demanding 
net-price quotations, and these require 
the securities firms to put up more capi- 
tal to conform with Finance Ministry 
guidelines. Salomon is the behemoth by 


` this yardstick, thanks to a US$300 mil- 


lion capital injection in January. which 
lifted the firm to within spitting distance 
of the big fout. The amount is five times 


ment bs Justi e 


Either Barker didi not regard i it as neces- 
sary, or preferred.not to tackle what 


.| would have been a major task. 


Also, Barker has been criticised for 


| his conduct of the case itself. First, for 
| his tendency to flippancy, evidenced | 
| even on the judgment day to greeting | 

| his wife from the bench and referring to 


not the outcome per se, but the manner | 


in which it has been reached," 


ment is quite inadequate in both length 


and substance, given the gravitvand im- | 


portance of the'case. The judgment runs 
to 12 typescript pages, of which five are 
taken up with the details of the charges 
and much of the rest with well-known 
facts about the case. | 

The mountains of evidence and argu- 
ments of both prosecution and defence 


are cursorily brushed off in a few brief 


sentences which find the accountants 
not only innocent, but without- any 
blame whatsoever and let the Lam 
brothers off on technical grounds that 
they may have been part of a conspi- 
racy, but not the one charged. Bv exten- 
sion, the judge then said he had to do 
the same with regard tc Carrian execu- 
tives George Tan and Bentley Ho. 

"It could easily have been written in 
one afternoon," remarked one judge. 


. The brevity of the judgment is seen not 


only as appallingly inappropriate to the 
significance of the trial. Worse, many 


argue, is that any decision to pre-empt 


the opinions of the jury after such mas- 
sive submissions on complex issues by 


il- | the prosecution is acceptable only if itis 
accompanied p a | detailed analysis of. 








'said one | 
senior legal official. Specifically, there 
is a strong feeling that the Barker judg- | 
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oath?” Although the judgment came s 
EN shock: to. the. T those who 





i his desire to visit Shek O Golf Club às 
Harket hada given rise 
to disquiet within the judiciary. “It is - 


relevant to the timing of the hearing on 
costs. A sense of humour among judges 
is an asset, and Barker is regarded as 
an amiable person, always convivial 
around the club bar. But in many eyes, 


the gravitas that the occasion demanded | 


was sometimes lacking. 
On a different note, some lawyers 
and judicial colleagues blame him in 


part for the inordinate length of time the | 
prosecution case took. In his judgment. 


he said he had sympathy for (but did not 
accept) the argument that such a 
lengthy case made a proper result very 
difficult. 
applied delaying tactics at everv turn, 
with witnesses being questioned not just 
remorselessly but repetitively. But in 
addition to the laborious giving of evi- 
dence and lengthy cross-examination, 
no less than 195 days were devoted to 
legal arguments without the presence of 
the jury. These were almost all on tech- 
nical points brought by the defence. In 
most cases, Barker ruled in the de- 
fence's favour. 


t one point, a ruling so constrained 

the ability of Lord Benson — 
Britain's most honoured.accountant — 
to give his evidence that he exclaimed: 


“What am L to do, my Lord, if the ruling - 
conflicts with the oath I took to tell the d. 


truth. Do you. wish me fto abuse 1 


Defence very successfully | 
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members, and is far more than even 
Salomon actually requires. 

Miffed that it did not make the TSE 
last time, the capital injection is more a 
gesture of intent. Salomon is far and 
away the biggest foreign player in the 
Japanese Government-bond market 
and has the profits to show for it. More 
than 100 members of staf? are involved 
with the fixed-income securities market 


and the underwriting team ranks among. 


the top seven foreign firms in Tokyo in 
terms of the number of issues managed. 
Salomon is now loboying to take. a 
bigger share than its current 1% of the 
securities syndicate underwriting gov- 
ernment bonds, which is already double 
that of any other foreign broker. It has 
even been suggested that Salomon be 
enlisted onto the mancgement group, 
currently of six (all local) investment 
houses, which negotiates. government- 
bond coupons with the Finance Minis- 
try. This would entitle it toa | bigger 
share of the SYA etx r$ 

























been far with Barket’s 





to imply as 
Saying Barke! 
into this case 
be said to be 


submissions you have 
wholly for the jury . | t 
missions attribute a naivete to the court 
which is unreal and misplaced.” | 
The Crown is now appeal 
points in Barker's judi 
are now of academic merest 
while, some members of tl cpu 
ciary are pondering what they can 







do to limit what they se? as the damage | 


to Hongkong's image anc desire to de- 
velop itself as a centre where law, com- 
mercial or criminal, is conducted at the 
highest professional level. The judiciary 
is still under a cloud since one of its 
number was allowed to ze off quietly on 
sick leave and then retire after the South 
China Morning Post had revealed that 
he had significantly falsified his- per- 
sonal credentials and was given to wear- 
ing medals to which he was not entitled. 

Next, the Legal Department and 
its boss, Attorney-General Michael 
Thomas. So far they, rather than the 
judge, have attracted most of the public 
criticisms that having stent HK$40 mil- 
lion and with no shortage of prima facie 
evidence of improper goings-on at Car- 
rian, they cow d not come up with: a 

"case to answer.” 





‘There is certainly the k key question of. 


the wisdom of bringing the three dispa- 
rate pairs (Carrian executives, the Lam 
brothers and the two: accountants) to- 






S cómmerts 
in open court and. elsewhere had | 
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HOW FOREIGN 
BROKERS 


LINE UP 
IN JAPAN 


The reason for considering the possi- 


bility of admitting a foreign broker to 


the management group is apparently to 
forestall moves in the US Congress to 
strip Nomura and Daiwa of their pri- 
mary dealerships in the US, if foreign 
brokers are not granted equivalent ac- 
cess in Japan. Other foreign securities 
houses want the position to be rotated 
on a monthly basis among all. non-Ja- 
panese houses. 


Although these are -early, days: for | 
: dn ud in the Tokyo: capital market, 





gether under one all-encompassing con- 


spiracy charge. It may have been 
prompted by the belief that one trial 


would be simpler than two or three. But 
the opposite proved the case: Including 
the auditors was the major mistake; as | 
| whatever the extent of their failings, 


they appeared of a different order un- 


| less it could be shown that they had per- 
sonally benefited from the shortcom- 


ings of the audit. Charges under the 
Companies Act might have been more 
appropriate. The 
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| ecision to lump all 
| the. charges” together was made by 
d rem ,.A, could well have a point 





| ambitious, 


{ dealings in connection with the 
block Gammon House and involvi 
E con's solicitor Richard Wall is 


| been the decision to give i 


| | and Ho — but their in 
it very difficult to link the accon 


there is only likely to be roo | 


countants by Bell “innocently.” : 


‘began to substitute the jury with a judg 


“were too long and complicated for | 
 juries. The Carrian result appears 


|! lay not with the jury, who were de 










for four to six foreign securities 
which are big in all three depa: 
of equities, bonds and corporate 
nance. s 
Merrill Dye Goldman Sachs 
Morgan Stanley and (for sheer bra 
ness) Salomon appear to fit the bi 
Merrill even has the makings of a re 
oorok network in Japan: Wart rg 
is not considered by some to be aggre 
sive enough; Vickers da Costa is 75% 
owned by Citicorp, but does not tis 
seat on the New York Stock Exchange 
Jarcine Fleming is relatively weak in the 
US. These attributes are important, be 
cause if a firm is to reach the top tier o 
the capital markets it will have to be bi 
in all three large financial centres — 
London, New York and Tokyo — anc 
in ail main departments. The four size 
able Japanese securities firms will also 
get there eventually. Everybody ek 
may have to settle for something lc 









































































One charge relating to 


Another major flaw appear ii a 


| -— of Carrian: John cto 
Rodney Bell : : 
| partners — on condition that i 


evicence. In the event 
placed the blame for 





to Tan and Ho because the 
claimed that they had been m slec 

"Tan, meanwhile, could claim to he vi 
relied on professional advice from ac 
countants and lawyers. Barker ever 
avowed in his judgment that false ir 
formation had been given to the ici 
e 
was "not alleged to be a conspirat: 
The judge failed to mention Bell’s g 
of immunity or to query how they were 
so singularly blind to what was going ot 
in the company of which they were top 
executives. | 

Thomas has caught a lot of flak, t è 
because of his attempts before. the 


and assessors in complex comm 
crimes, on the grounds that suc 


have shown the opposite. The pr 





of the opportunity to determin 
case, but with the Legal Depart 
and the judiciary. However, | Th 













vision. 





he sheer volume of paper can create 
'onfusion. But Thomas and his office 


‘called complexity of major commercial- 
«crime cases. Some bits of the Carrian 
‘ease were confusing. But some of the 
major deals were almost naively simple 
n their construction, and relied mainiy 
on other people's greed and gullibility 
.father than being masterpieces of de- 
ception. 

With the Roskill Commission in Bri- 
tain now having supported reform in 
this area, some change in the law re- 
garding such trials is very likely. With 
“several major cases still due — including 





- Ka Wah Bank), where the allegations 
relate to sums as large as those in the 
Carrian case — the public will be icok- 
-ing for more effective justice. 
^U There is a political dimension to this. 
1e contrast with China at- present 
could hardly be starker. On the main- 
land, persons are summarily executed fer 
relatively minor offences — such as 
peddling pornographic tapes. But the 
vagery of such rough justice may be 












































Certainly, existing rules are slow and | 


may have got carried away by the so- 


that of the Low brothers (formerly cf | 


pay 


Hongk erat 


many weeks) of slow-motion debate anc 


then have the whole thing thrown out or. 


the basis of one judge's brief judgment. 
| Unless the Hongkong system can per- 
form better, it will be hard to insist or 
| the necessity of preserving that system 
| after 1997. 
| Thirdly, PW. For Begg and Lo, 
a five-vear ordeal is over. Barker 
decided that "nc 


has there was 


evidence of a conspiracy." Indeed, "if 


anything, the evidence disclosed a con- 
spiracy against the auditors." However. 
some horrifying evidence of the stand- 
the Hongkong 


Rrra Teter errr corer Venn te terms eae 


ards practised by 


QCs) to engage in two years (including 
the committal proceedings which lastec | 








































| case of some - 





p of this well-known firm was 
and not significantly chal- 


yartners 





| lenged. The auditors did httle more 
i than act as a highly paid rubber stamp 


for the management of Carrian, as a re- 
sult of which shareholders and creditors 
suffered immense losses. This was not 
altogether surprising as the 1981 Car- 
rian audit — among the most lucrative 
that PW had — was entrusted to Begg. 
at 31 the firm’s youngest partner, and 
Lo, for whom this was his first time as 
audit manager. 


B y then, no jess than four former PW 
accountants were working for Car- 
rian, three in very senior positions: 
Marshall, formerly No. 2 at PW, as 
managing director; Bell, previously a 
partner, as finance director, and John 
Wong, as financial controller. Defence 
counsel for Begg argued that “auditors 
could reasonably expect the former 
partners of their own firms to be reliable 
and fully informed.” 

That seems a fair enough statement 
but is a reminder that when the REVIEW 
in November 1982 (long before Car- 
rian went into liquidation or anyone was 
charged) suggested that PW's auditing 
of Carrian might have been influenced 
by the presence of Marshall and Bell in 
Carrian's management, it received a 
threatening letter from Deacon's — 
then PW's lawyers, but now itself the 
subject of a writ from PW on a Carrian- 
related matter. 

Why Begg and Lo were put in charge 


IM of this audit, were expected to carry it 
t| out rapidly and why they seldom con- 


NE sulted more experienced partners on 


a 
wy eb yee E tte 
ae A A 


Tan: paying his own way. 


some of the oddities in the Carrian ac- 
counts may not be important. But there 
is the evidence of their peers, Benson 
and Eoghan Macmillan, a senior part- 
ner in Arthur Andersen. Benson. for in- 
stance, concluded that six transactions 
totalling HK$312 million or 81% of Car- 
rian Investments’ reported profit for 
1981 should not have been included. 
There were, he said, 32 instances where 
inquiries should have been made (but 
were. not) because there were indica- 
tions of related-party transactions. 
Routine verifications were not carried 
out. 

The defence was also able to make 
much of the inadequacies of Hongkong 
auditing standards at that time — there 
was no standard on reporting related-partv 
transactions, which appears to have ab- 
solved auditors from making even the 
most basic inquiries. Even so, there was 
an overriding responsibility to establish 
that the accounts provided a true and 
fair view — which in the Carrian case 
they did not. 

There were, it was said by the ac- 
countant witnesses, inexplicable fail- 
ures to pursue inquiries when account- 
ing standards demanded action, failure 
to abide by the firm's own procedures, 
and acceptance as normal profit of 
the profits of clearly contrived trans- 




























Dividend UP MEM p 
a Investment Properties: — > "| | 
Portfolio 9996 occupied. . g P | | S | 
90% of portfolio now concentrated in Core Central. — — : m. | 
s Development Properties: . EN m * oi as fi e d 
Three Exchange Square to be completed by the end of 1987. | z 
Redevelopment plans for No. 9 ice House Street to be released Soon. HOA g 


a Company now positioned forgrowth. —— ; : ENT e 





"Vacancy in Core Central is-expected to remain below 3% over the next three years tieka | 
prospects tor continuing growth in rental income excellent. With debt currently projected too ceo 
fall below HK$2,000 million, the Company now has the freedom to pursue aggressively 
eal oboma praece or other investment opportunities that may arise, without the 
















Extraordinary items 
Profit attributable to shareholders 


Dividends — ordinary © - 

~- preferred ordinary 
Dividends per share — ordinary 
-— ae," ordinary 
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actions. Furthermore, accountants were 
aware of the bizarre dealings between 
the quoted Carrian Investments, 
its holding company Carrian Hold- 
ings, and private Tan-linked com- 
panies. 

It may be that had 3arker not de- 
clared no case to answer, expert 
witnesses would have been produced by 
the defence to refute Benson and Mac- 
millan. But while Begg and Lo are free, 
PW's public image still must reflect 
the evidence as presented. What cannot 
be contradicted is that the auditors, paid 
large sums to safeguard the interests 
of non-management shareholders and 
creditors, failed to ask cuestions which 
even Hongkong's none-too-inquisitive 
press were raising about the origin and 
nature of Carrian profits. 

This was particularly significant 
given the close personne! relationships 
between PW and Carian. Bell and 
Wong joined Carrian in its early days. 
Marshall was a member of a Carrian in- 
vestment committee for almost a year 
before he left PW to jo:n Carrian offi- 
cially. It may be hard for the layman to 
understand how it was possible for Tan 
and Ho to have duped experienced ac- 
countants for so long. 


|: a recent interview in Barrons, the 
US financial weekly, top US account- 
ant Arthur Wyatt, until recently a 
member of the Finanda! Accounting 
Standards Board, noted: "Accounting 
firms have commercial interests that are 
more important than they were," and 
that as a result they sometimes "say what 
their major clients want them to say." 

This tendency has long been even 
more worrying in Hongkong where au- 
diting standards — judging by results in 
many important cases — have been very 
poor while the incomes of partners in 
accounting firms been very high. (Mar- 
shall claimed he even tock a cut in in- 
come to move from PW to Carrian.) 
Hongkong's problems with accounts are 
exacerbated by the fact that manage- 
ment is mostly persona! rather than in- 
stitutionalised, and public watchdogs 
are weak. 

It is generally believed that stand- 
ards in Hongkong have been raised 
since the debacles of the early 1980s. 
But the self-regulatory body, the Hong- 
kong Society of Accountants, resisted 
attempts in 1983 to get :he PW audit of 
Carrian investigated by its disciplinary 
committee. 

Lawyers and merchant bankers did 
not come out of the case too well. Al- 
though charges involv ng a Deacon's 
lawyer were detached, two senior 
former Deacon's partners who were in- 
timately involved wich Carrian — 
Maurice Wong (a Carrian director) and 
Simon Pun — have been “overseas” 
since the scandal broke. Senior partner 
John Wimbush delivered his own judg- 
ment by committing suicide in 1984 fol- 
lowing police questioning. ü 
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POLICIES 


Fund of optimism 


The IMF sees further gains for the Thai economy 


By Paisal Sricharatchanya in Bangkok 
I^ an unusually upbeat assessment 
of the Thai economy, the IMF has pro- 
jected 7% annual average GDP growth 
for Thailand between now and 1992. 
The medium-term forecast, however, is 
predicated upon the IMF's suggestion 
that Bangkok continue to implement 
structural reforms in its revenue-gather- 
ing system, state-enterprises sector and 
public-finance consolidation. 

Even with the qualifications, the op- 
timistic forecast has caught Thai Gov- 
ernment economists by surprise. It is 
substantially higher than the average 
5% annual growth target set out in the 
Sixth Five-Year Plan (1987-91). The 
normally conservative Bank of Thai- 


land (the central bank) still sticks 


S| within 2% of GDP 


change-rate depreciation since the last 
major devaluation in November 1984, 
and constant streamlining within the 
business community, as factors con- 
tributing to the country’s improved ex- 
ort competitiveness. The export boom 
in manufactured items since last year 

has been the prime mover of growth. 
In its report. the IMF poses a vital 


question: can Thailand expect to entera — 


new era of rapid growth without bal- 
ance-of-payments constraints such as 


those faced in the past. Beyond com- 


menting that it is too early to give a firm 


answer, the IMF will only say that such - 


an era “is feasible in principle.” 
In its 1987-92 simulation, the IMF is 
banking heavily on rapid expansion 


in non-agricultural sectors, expecting - 


these to grow by an average 8% annu- 


min:shes, these other sectors together 
now account for more than four-fifths of 
GDP. Export volume growth is pro- 
jected to rise from 9.6% this year to 
11.6% by 1992, against a gradual de- 
cline in import growth (from 15% this 
year to 10% in 1988 and beyond). 

The current-account deficit, which 
plummeted from a recent peak of 7.2% 
of GDP in 1983 to an estimated 1% of 
GDP this year, is expected to be kept 
tween now and 
1990, rising to about 2% of GDP in the 


| past two years under review. The debt- 


_| service ratio is projected to ease from 


to a 5.5-6% growth projection for 1987. 

The product of little-publicised an- 
nual consultations with the Thais, held 
here several weeks ago, the IMF assess- 
ment also warns of risks on the domestic 
and external fronts which could change 
the outlook. 

Possible domestic threats include po- 
litical pressures for a return to expansion- 
ary public spending "beyond the sys- 
tem's absorptive capacity," or relaxed 
fiscal and monetary policies which could 
fuel inflation and blunt export competi- 
tiveness. An increase of international 
protectionism ranks high on the list of 
possible unfavourable external factors. 

According to a senior Thai source in- 
volved in the consultations, the IMF at- 
tributed Thailand's rapid recovery over 
the past two years partly to an improve- 
ment in international conditions (nota- 
bly lower oil prices). But this line of 
thinking was not entirely accepted by 
the Thais, who felt that significant po- 
licy adjustments by the government and 
private sector also contributed. 

Experts point to the substantial ex- 


around 21% in the 1985-86 period to - 


13% by 1992. Inflation, measured 
the GDP deflator, is put at around 4 
annually. 

The forecast of 7% annual growth is 
based on continued export strength, 
a pick-up in domestic demand and 
domestic and foreign investment - 
ticularly as a result of industrial reloca- 
tion from Japan and Taiwan). Even if 
the downside risks do occur, the IMF 
says the Thai economy would be in a 
much better position to cope than in the 


past. 

With a budget deficit turning out to 
be less than planned — due to increased 
government revenue — plus àn im- 
provement in the state-enterprises sec- 
tor (despite continued heavy losses st 
some organisations such as the Bangko 
bus company and the state railways), 
the IMF concludes it does not foresee 
any pressing issues in the short run. The 
IMF links the current excess liquiditv, a 
subject attracting much debate here 
lately, to the inflexibility of the interest- 
rate structure. The IMF does not view it 
as a serious matter beyond its impact on 
banks’ profitability. 





| ally. As agriculture’s role gradually di- - 
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u's Hi ralisation course’ will under- 





Pe r mine the confidence-building consis- 


‘pushes up taxes - 











Indian Government's long- 
.M awaited plan for financing drought 
relief surprised few but dismayed many 
in the business community when it was 
_ finally released recently. 

- Corporate economists doubted that 
the scaled-down relief package would. 
be enough to boost rural incomes and | 
prop up demand for industrial output. 
Businessmen, meanwhile, feared the 
extra taxes and import duties levied 
üld push up manufacturing costs, 
fuel inflation, further reduce the inter- 
national competitiveness of India’s ex- 
ports and reverse the trade-liberalisa- | 
tion drive launched by Rajiv Gandhi's 
overnment. | 

The failure of the monsoon rains for 
fifth year in a row could. create 



































































rea dy forecast that ca eut- 
mat ta zar wili fall 10 TU tonnes 








in with the more optimistic esti- 
te, agricultural incomes will f 
50-60 billion (US$3.4-4.6 billio un- 
s there is a sharp rise in the. 
id to. farmers. State governments have 








aid from New Delhi in order to cope. 
Such numbers look especially daunt- 
ng to a central government which i 
unning a record deficit of Rs 57 bili 
Yn top of that, Gandhi promised in 
"March, when he ‘presented the national 
budget, not to submit supplementary 
requests for deficit financing as the year 
progressed. Attention in recent weeks 
had therefore been focused on how the 
government would solve the problem of 
. unanticipated relief-funding needs. 

|J.  Intheevent:, “they did it with a hanc 
| wave," said one Western diplomat. 
“Their estimates of how much they're 
going to need run to about half of: what 
everybody else projects.” 

.. Finance Secretary S. Veikir 
naù said that the extra burden of 
drought funding would amount to no 
more than Rs 1.3 billion — a sum which 
is adequately covered by the recently. 
innounced emergency levies and .au- 
‘st terity measures. 

- Observers believe the government 
elief figure 
the late resurgence of the rains.’ 
told a Ficci seminar in Septembe 
1 est India remained 
grip of dro ght; cor iad ez 
$ ioa Pradesh and Maharasht 
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eady applied for over Rs 40 billion | 


*places too much store-on - 





'he Indian | Cavemen drought- 

relief finance package includes the 
following levies (announced on 19 Sep- 
tember) and cost-cutting austerity mea- 
‘sures (announced on 11 September): 


|» A 5% surcharge on individual and 
co te incomes of more than Rs 
50,000 a year and a 10% surcharge on 
the wealth tax. The projected yield is Rs 
2.5 billion. 

» A 10% surcharge on all imports ex- 
cept crude oil, edible oils, fertilisers, 
life-saving drugs, some basic chemicals 
and other government-designated essen- 
tials, The projected yield is Rs 2.5 billion. 


jected yield is Rs 800 million. 

> Across-the-board cuts in bureaucra- 
tic allowances for entertainment. travel, 

furnishings, cars and fuel 
xivil servants’ cost-of-li vii 








increments. 


The projected savings would be Rs 6 6. Si 

E | pact" because they are designed t | 
 tfie rich, who can afford them. He esti- 
mated that 80% of individual taxpayers 
and virtually all small-scale industries 
will be unaffected by the measures. By 
| raising import tariffs rather than excise 
even in those states it is not clear whe- | 
lvaged in what | 


billion. 
The 








government also plans tà PE 


bute foodgrain stocks valued at > ^ | 
(Lincoln dd | 


billion. | 








ther a late crop can be & 
is left of the southwest monsoon or whe- 


ther the water-table will prove sufficient | 


for the winter wheat harvest. If not, 
the relief bill is likely to de higher. 


As it is, the cost of the drought will | 


not simply be confined to relief outlays, 

according to D. R. Pendse, chief of eco- 
nomics and statistics for India's s premier 
industrial house, Tata. While foodgrain 
reserves of 23 million tónnes should be 
adequate to stave off famine, prices of 
other staple foods (edible ots, sugar 
and pulses), which will have to be im- 
ported, are bound to rise. Together 
these commodities carry a weighting of 
nearly. 8% in the consumer-price index. 


he combination of falling farm in- 

comes and rising prices will produce 
a sharp drop in consumer demand, 
which in turn will reduce industrial re- 
zeipts. Since industry accounts for nearly 
78% of government revenues in the form 
d: corporate income tax and excise 
duties, a drought-induced recession 
could put New Delhi out of pocket 
‘by as much as Rs 5 billion, Pencse esti- 
mated. _ 

Ironically, the government’ s own 
revenue-raising measures, especially 
the confiscatory taxes which now stand 
at 55% after the surcharge, could 


1 t SM, vp incusity by oT 


tel. A freeze on | 
| adviser, Bimal Jalan, said the increased 
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_ tency that the government has tried to 
| establish by issuing its long-term fiscal 
| policy. Venkitaramanan said the extra 


levies would remain in force for only a 
year. But surcharges have a way of lin- 
gering on long after the emergency that 
triggered them. Pendse said that tem- 
ds taxes dating back to the 1971 

angladesh War.had still been in force 
12 years later. 

Businessmen feel the increase in im- 
port duties is especially pernicious. 
They object not only to the fiscal bur- 
den, but also to the protectionist tariff 
barriers. This contradicts the govern- 
ment's stated goal of exposing Indian in- 
dustry to competition to boost effi- 


' ciency. It will also raise prices for Indian 
: manufacturers by bidding up the cost of 


inputs. Exporters complain that they al- 


| ready have a hard time competing in 
> A 10% surcharge on domestic air | 
fares and first-class rail fares. The pro- | 


price and quality without introducing 


further handicaps. Domestically, too, 


| costlier manufactured goods are 
| bound to deepen the demand reces- 
| sion. 


The government's chief economic 


levies would have "zero inflationary i im- 





duties on domestic production, the gov- 
ernment also hoped to confine price in- 
creases to items that are consumed by 
high-income groups. 

. A Bombay tax lawyer dismissed such 


claims as “populist posturing” by a gov- 
ernment that is in political trouble for 


alleged involvement in arms: purchase 


- kickbacks. Other critics have said that 


the much-vaunted austerity measures 
are also designed to play to the galleries. 
Across-the- board cuts in the bureau- 
cracy's running expenses amount to no 
more than an open invitation to fiddle 
the accounts. Ultimately, Pendse said, 
the departments that would be penalis- 
ed by the new cuts would be precisely 
those that have shown the most probity 
in the past. They would have the least 


. fatto trim. 


The worst danger, though, is that in 
order to preserve their perks, bureau- 
crats will shift the burden of the cuts by 
slowing the implementation of govern- 
ment investment projects and reshuffl- 


ing budgets. Such delays would not only 


postpone the returns on government in- 
vestment but also produce cost over- 
runs later on, said Pendse.  . 

"That s the problem with austerity 
measures,” said a diplomat. “They look 
great on paper and win votes in the short 
term. But ultimately they have to be en- 


forced by precisely the people. who 
stand most to lose from them." Oo 
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plications, your local Nedlloyd agent is your direct con- 

nection to total transport services worldwide. Nedlloyd 

Lines has 5500 transport specialists, 42 purpose-built 

vessels operating on 31 scheduled liner services to 
50 ports on seven continents. 

Nedlloyd Lines has 130 years of experience in oper- 
ating shipping services worldwide. Your Nedlloyd agent 
can guide you over the shoals of door to door transport 
- all on one bill of lading. Simple, cost-effective services 
you can rely on. 

A local telephone call connects ycu to Nedlloyd's 
global know-how. 

Nedlloyd Lines, the reliable Dutch solution to all vour 
international transport requirements. 


.«5" Nedlloyd 








Nedlloyd Lines 


P.O. Box 240, 3000 DH Rotterdam, 
Tel.: (10) 4177933, Fax (10) 4147394 
Telex 24690 NEDL NL 
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Philippine 
Airlines 
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SIONS, DECISIONS, DECISIONS. 


In business class, just about every airline We offer a choice of three. 
offers a choice of two entrees with your mec!. And not just any choice. Each menu offers « 
But, once again, Philippine Airlines has carefully-planned selection of international an« 


gone one better. ethnic dishes with something to appeal to ever) 





taste, every sector of your journey. 


So next time you're travelling on business, 
you have one less decision to make. 
Which airline you take. 
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When the Jakarta Hilton International first 
opened it was a little wz y out of the city. This 
gave us more room, so our guests could relax 
in our private grounds. 

Over the vears however, things have 
changed. Not our spaciousness, we still have 
our 32-acre gardens, bu: the face of Jakarta 
itself. The city has moved to us so we are now 
right in the heart of the new business districts. 

Perhaps it's the attraction of our tranquil 
luxury, impeccable service and superb 
business amenities. Or could it be our 
splendid array of recreational facilities. 

Whatever it is. when you come and 
experience Jakarta’s premier hotel you'll 
realise that it was a smact move. 

For reservations, cail your travel agent, 
any Hilton International hotel or Hilton 
Reservation Service. 


JAKARTA 
HILTON INTERNATIONAL 
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WE'VE CHANGED 
THE FACE OF JAKARTA. 
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You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastem Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China 


You Could Gather It Yourself 

You probably could get the same in*orma- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
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In the world ot high 
finance, success is rarely 
achieved overnight. Most of 
the time, it comes only as a 
result of exacting calculations, 
careful consideration and 
the kind of instinc: gained 
through years of experience. 

That same process of 
deliberation and calculation 
applies to the investment 
you make when advertising 
your product cr service. 
Naturally, you want to invest 
ir a media pian that pays 
you maximum dividends. 
And that leads you straight 
tc the Far Eastern Economic 
Review. 

When you advertise in 
The Review, you're making an 
investment with guaranteed 
high yield. 

No other publication so 
consistently delivers the 
readers you want to reach 
and in such a high quality, 
thought-provoking editorial 
environment. 

Consider the options. 
Balance the figures, and 
see how it all adds up. 
When you put your 
advertising dollars in The 
Review, you get a better 
return for your maney. 
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During the past year, 130 banking and 
financial institutions invested in 518 pages 
of advertising with The Review. 
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combined congresses with dancing - in three-four time, ef course 
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TECHNOLOGY 


DAT's the problem 


Electronics groups bypass political barriers with new CD product 


By Bob Johnstone in Tokyo 


J apan's consumer-eiectronics makers | compact discs, and recommend that in- 
are learning the hard way that, when | audible “flags” be included along with 
introducing a new audcio/visual format, | the music on pre-recorded tapes to in- 


it helps to have the software producers | 


— the record companies and film 
studios — on your side. 

Without their cooperation, last 
year's new format — digital audio ta 
(DAT) — has become the focus of a 
political controversy. With their coope- 
ration, this year's new format, the com- 
pact video disc (CVD), looks set to be- 
come a major commercial success. 

At the Audio Fair in Tokyo in Sep- 
tember, DAT and CYD players drew 
the biggest crowds. Sony and Mat- 
sushita were both showing neat little 
DAT portables weighing less than 1.5 
kg. At prices of US$1,800 and above, 
however, it is difficult to imagine any- 
one other than radio stations and the 
well-heeled enthusiast baying them. 

These second-generation players 
have arrived on the Japanese market at 
a time when there is still no resolution in 
sight to the controversy over the first 
epee which has he'd up sales of 

AT players in Europe and the US. 
Record companies are seeking legisla- 
tion to ban the introduction of the 
players, which they clair will be used to 
produce perfect copiesof compact discs. 

To prevent copying, a US record 
company, CBS, has developed a system 
called Copy-code. This works by shut- 
ting off the DAT recerder when it de- 
tects a notch chopped oat of the higher 
frequencies recorded on a compact disc. 
CBS says the notch is inaudible: the 
keen-eared Japanese disagree. The US 
National Bureau of Standards has been 
called in to determine who is right. 

The Japanese insist -hat Copy-code 
is unnecessary, because DAT standards 
include a deliberate mismatch in sampl- 
ing frequencies between DAT and CD 
to prevent direct, digital copying of 
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hibit copying. As yet, however, no re- 
cord company has agreed to produce 
pre-recorded DAT software. 

Now Sony appears to be attempting 
to force the issue. At the Berlin con- 
sumer-electronics show, the company 
stunned the industry by announcing that 
it would begin selling DAT recorders in 
West Germany from October. 

At the same time, Sony is trying to 
buy CBS records. The reason for the bid 
is not to acquire control over Copy-code 
— DAT has become far too politicised 
for that. Rather, the Japanese company 
wants to acquire CBS' lucrative 
software catalogue, which includes 
music videos. Ownership of such 
software would enable Sony to derive a 
double benefit from the new format 

D 


As the name implies, CVD works 
like CD — microscopic, non-reflective 
p in the disc's shiny surface are read 

y a tiny laser in the Payor. The quality 
of the picture is said to be better than 
that generated by video tape-recorders. 


"darks video discs come in three 
sizes, just like records. There is a 5- 
in (12-cm) single, which can hold a five- 
or six-minute analogue video “clip” and 
accompanying digital soundtrack, as 
well as up to 20 minutes of additional di- 
gital audio. This CVD is coloured gold 
to distinguish it from the conventional 
silver compact disc. 

Next comes an 8-in (20-cm) ex- 
tended-play disc, capable of holding 40 
minutes of video. Finally, there is a 12- 
in (30-cm) long player, which holds up 
to two hours of video. Significantly, this 
disc is identical in format to the existing 
laser disc, which means that there is al- 
ready a catalogue of more than 4,000 ti- 


. US$2.4 billion market for 


tles for CVD buyers to choose from. 

The first-generation CVD machines 
are typically combination players, cost- 
ing US$800-1,000 and capable of ac- 
cepting all three sizes, in addition to 
which they can also play ordinary com- 
pact discs. These will be followed next 
year by porani x ‘den ers with a 
pop-up liquid-cryst splay screen, 
which will accept CDs and CVD singles 
only. 

The driving force behind the intro- 
duction of CVD is the Dutch consumer- 
electronics giant, Philips. For several 
reasons, the Japanese have not been 
terribly enthusiastic about the new for- 
mat. 

Sony, for example, was unhappy 
about the Dutch coun co-optin 
what Sony saw as essentially a digital 
format for the releasc of analogue mate- 
rial. It reportedly only agreed to sup- 
port CVD in return for Philips' support 
of a 3-in (7-cm) CD smgle. 

Matsushita is still less than keen, be- 


| cause to support CVD wholeheartedly 


would mean abandoning its VHD 12-in 
disc format in favour of laser discs. 

Philips is undeterred by this lack of 
enthusiasm. The ccmpany predicts a 
within 
five years, with o of CVD 
players reaching 30 million. In justifica- 
tion of this optimistic prediction, it 
points out that thouzh very successful, 
compact-disc players have still only 

netrated 5% of audio-owning house- 

olds, thus a massive market remains. 

To ensure the suc-ess of the new for- 
mat, Philips has beea careful to gather 
widespread support “rom software 
ducers. During 198^, some 35 record 
companies and film studios announced 
their commitment tc CVD, in addition 
to which Philips can also rely on its own 
record subsidiary, Pclygram (whose re- 
cord labels include Polydor, Mercury 
and London), to produce discs. 

For the launch cf the format, the 
Dutch firm was hoping to have 100 ti- 
tles, including pop-rrusic videos, classi- 
cal concerts and feature films ready. In 
the event, however, poor picture qual- 
ity turned the Londen launch into a di- 
saster and the empeny has had to post- 
pone shipments of ZVD players until 
early 1988. 

What went wrong? The fact is that 
compact video discs are much trickier to 
make and play back than compact discs. 
Video contains a lot more information 
than audio. It cannot at present be di- 
gitised, because it would take too long 
to get digital information off the disc, 
converted back to analogue and onto 
the screen. 

Video must, therefore, be recorded 
in analogue form, the pits on the disc in- 
scribed in different sizes, each repre- 
senting part of an actual waveform. The 
discs must be rotated several times fas- 
ter than a conventional CD to achieve a 
sufficiently high transfer rate of infor- 
mation from disc to player. 
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COMMODITIES 
Oil’s not 
well 


Asean defends its share 
of the US fats market 


By Nayan Chanda in Washington 


W ith the American Soyabean Asso- 
ciation (ASA) launching a public- 
ity campaign against “tropical fats" and 
Malaysia and the Philippines countering 
with their own lobbying effort, a new 
trace battle is shaping up over non-tariff 
barriers against palm and coconut oil 

On 10 September, the battle was 
brought to Capitol Hill when an im- 
pressive array of scientists and business- 
men debated before a House agricul- 
tural subcommittee on the dangers and 
benefits of palm and coconut oil. 

But the mere fact that the hearing 
had been held indicated that the ASA's 
push had not gone very far. The House 
Committee on Energy and Commerce 
has so far ignored a bill (H. K. 2148) 
which was introduced in April to amend 
the labelling of products containing 
palm and coconut oil. Frustrated, one of 
the key sponsors of the bill, Con- 
gressman Dan Glickman (chairman of 
the Wheat, Soyabeans and Feed Grain 
subcommittee), tried to inject some life 
by holding a hearing on the proposec 
legislation. 

At the House hearing, Jose Romero 
cha:rman of the Philippine Coconut Au- 
thority, who attended along with a score 
of other officials, businessmen anc 
medical experts, passionately arguec 
that the attack on coconut oil amountec 
to an attack on the welfare and security 
of the Philippines. “It can be 
documented," he said, “that when thc 
coconut industry is healthy, insurgent 
activity declines. Conversely, when our 
coconut industry is in decline, the insur- 
gents gain strength." 

He also cited studies claiming that no 
scientific evidence could be establishec 
between long-term ingestion of coconut 
oil and heart disease — a link claimed by 
proponents of the labelling legislation. 
A technical consultant of the Palm Oi! 
Research Institute of Malaysia arguec 
that the labelling proposal has more tc 
do with the soyabean industry s lack of 
competitiveness than with health con- 
cerns. 

The Asean panelists were backed by 
representatives of the shorteming anc 

edible-oil manufacturing and food- 
aree A industries, which feel 
threatened bv the possible loss of cheap 
vegetable oil. However, as the lengthy 
hearing ended, neither the relevant con- 
gressional committees nor the adminis- 
traton seemed galvanised to do battle 
against palm and coconut oil. 
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Oii-palm plant in Malaysia: trade battle. 


A US Food and Drug Administra- 
tion official, who testified before the 


committee, pointed out that palm 
and coconut oils are used in high-fat 
foods such as candies and pastries. 
These, he said, were foods which per- 
sons concerned about cholesterol would 
in any case eat moderately. 

The fact is that of all oils and fats con- 
sumed in the US, only 11.8% comes 
from coconut and palm oil. The attempt 
to label only products containing these 
imported oils as "saturated fat," while 
all other oils and food products go with- 
out specific labelling is seen as a blatant 
form of protectionism that finds little 
enthusiasm in congress — even in its 
protectionist mood. 

Nor can most lawmakers ignore the 
fact that in 1986, the US exported 
US$464 million worth of farm products 
to Asean against its US$300 million in 
edible-oils' imports from Asean. Mea- 
sures affecting Asean edible-oil exports 
could in turn reduce US farm-product 
exports. 

While the labelling ploy may not suc- 
ceed, Asean countries fear that the slick 
publicity campaign launched by the 
ASA, complete with posters showing a 
fuse burning on a coconut with the 
words: “Warning: foods containing im- 
pores coconut and palm oils may be 

ardous to your health,” and pseudo- 
scientific claims contained in a free "fat- 
fighter kit" could nevertheless damage 
their standing in the US market — 
perhaps eventually affecting markets in 
Pakistan and India. 

Already Frito-Lay, a big US food- 
processing firm, has decided to stop 
using coconut and palm oil in its pro- 
ducts to avoid adverse publicity. “We 
simply don't have the money to mount 
publicity campaigns on the scale of the 
powerful soyabean lobby," savs one 
Asean official. Malaysia has hired a US 
public-relations farm, Hill & Knowlton, 
to counter the ASA campaign and is 
| planning to hold a scientific seminar on 
| palm oil in five US citiesin October. El 
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Vietnam's planners 


By Murray Hiebert in Bat H k 


(14 Dui and. dirculation fof 
goods] are tencing to worsen, | 
prices continue to soar, budgetary and | 


cash overdrafts have not been re- 
strained, and the livelihood of the work- 
ing people . . 
ficult." | ! 

This description. of the Vietnam 
economy, partof a Nationa! Day speech 


by Premier Pham Hung, sums up the. 
problems facing the impoverished coun- 


try's economic. planners. Mine months 
into Vietnam's renovation campaign, 
which followed the communist. party’ 8 


leadership reshuffle, the country's new | 


leaders admit they have not yet begunto 
reverse a steep economic slide. In addi- 
tion, they are.facing a sev 
shortfall due to drought. Hang 


pee ‘Seno pd more than : mih : 


the Asia/Pacific region. “Boa: 
full-time correspondents and 
every country in the region; 
dered to be the leading pub 
in the world and deemed 


senior executives in business, ba 


ment and the professions. 


. has become more dif- | 
| gress) to analyse economic problems, 


ential reading for. RE 
a ing, g govern: i 


i reform measures are not working 


; compared to the same period of 1986, 
"Quan Doi. Nhan. Dan, the army daily, 


reported i in late August. | 
. The party's central committee. met 


for nine days in late August (its third 


plenum since. December's party. con- 


evaluate earlier reforms and formulate 
new policies to encourage- increased 


“output by state enterprises. 


Hung said the. party was worried 


"because its reforms had had little impact 
on the crisis. 


The.. central. committee's _ latest 


meeting focused on ways to. increase 
| production in state enterprises. Due 
ddi- | to a shortage of competent mana- | 
ce | gers, raw materials and spare parts, 
ice | most factories in Vietnam have func- 
tioned at half of capacity or less in re- 
| cent years. | 
d The plenum. took several decisions, E 


freee | TOP heir oO 


losses, instead of depend 

ernment for subsidies. | 

» Giving managers more independe 
to organise their factories, dete 


„what products they produce, fi 

- materials and spare parts, organis 
"workforce and spend their inco 
"Government agencies are to "stop 

' agerially controlling production. 
"business, ” the plenum: communique de 
- clared.. 


The goal of these reforms, accordin, 


to the communique, - is to increase. 


ness" of enterprises. T D: plenum sa 


_the measures were tc be introduce 
, 1988 in enterprises operating joi 
with the Soviet Unior andi in dia: Y 


are to operate < on these 


1990. The reforms, hc 


| ürely new: they were adopte b 
central committee im June. 1985 
were not widely implemented. | 


-Not all central committee n 
agreed that the plenum went fare 


- in. tackling. the- country's eco 


r- | crisis. At least some members ap 


| _| have called for more radical and wi 
d ranging economic reforms. 


Weare pleased to announce the ópenig of an 
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Qm occi eee 


Cooperative efforts 


Police investigate lending by Maleysia's CCB 


By Nick Seaward ir Kuala Lumpur 


everal directors and senior execu- 

tives of the Central Cooperative 
Bank (CCB) arc being questioned bv 
Kuala Lumpur police in connection 
with alleged malpractices in the grant- 
" of loans reportedly totalling around 
M$500 million (US$198.4 million). 
Local newspa 
cluded a num 
tors and senior executives in the police 
investigations. To date, no charges have 
been laid against anyone in connection 
with CCB. 

The police investigation stems from 
a report made im January by the new 
chairman of CCB, Datuk Nik Hussein 
Abdul Rahman, alleging negligence by 
some of the bank's officers. In March, 
the then ty finance minister Datuk 
Sabbaruddin Chik stated in parliament 
that police inquiries into the bank's 
activities were under way and “appro- 
priate action would be taken against 
those involved.” 

The minister was responding to a 
cmm from opposition member Eng 

ng Chai, who said that former CCB 
chairman Tan Sri Haji Mohamed Has- 
san Abdul Wahab had been a director 
of the hamburger franchisee, Berjaya 
Corp., Te his tenure at CCB. Eng 
alleged that CCE had given loans total- 
ling M$52 million to one of the directors 
of Berjaya, controlling shareholder 
Vincent Tan Chee Yioun, and suggest- 
ed that the police should investigate 
these loans. 

Tan’s office said that he was not in- 
volved in the current police investiga- 
tions. However, Hassan is one of those 
reported to have been interviewed by 
the police, along with former chief exe- 
cutive, R. Mathimugam. Other direc- 
tors interviewed are senior officials of 
cooperatives which are members of 
CCB. 


r reports have also in- 


There is still no word on the fate 
of a police report made on 19 April by 
six depositors of Koperasi — 
tan (KSK), one of 24 deposit-taking 
cooperatives which had their assets 
frozen under hastily enacted legislation 
last year by the central bank, Bank 
Negara (BN). In that report the de- 

itors alleged that a M$11 million 
oan had been extended by KSK to its 
own external awditor, Anthony Skel- 
chy. The report also alleged that Skel- 
chy had taken a M$14 million loan from 
CCB while he had been CCB's auditor 

More details of this transaction may 
surface soon, following the recent de- 
mand by a member of parliament, who 
is also a member of CCB, to inspect tne 
past accounts of CCB. Under the terms 


of the Cooperative Societies Act, any 
member can require the management of 
a cooperative to make the accounts 
available for inspection at the registered 
office. 

CCB falls under the aegis of the act 


_ because it is not a bank in the true sense 


r of former CCB direc- © 


of the word. Rather, it is one of three 
"apex" cooperatives in Malavsia which 


| acts as a kind of central bank for other 


cooperatives, including the deposit-tak- 
ing cooperatives. As a result, CCB does 
not ordinarily come under the purview 
of BN, but instead the Cooperative 
Development Department in the Na- 
tional and Rural Development Minis- 
t 


= 


September 1986, it had a paid-up capital 
of M$57.6 million and reserves of 
M$29.! million. Total members’ funds 
stood at M$100.5 million, compared 
with a loan portfolio amounting to 
M$1.37 billion. 


CB should have held its annual 
general meeting (AGM) by now — 


but at an extraordinary general meeting | 


7 7 
$ 


auditor had been instructed to review its 


| assessment of the 1986 accounts and 


CCB does have in common with the — 
banks its ability to accept deposits from 
individuals and companies. As of 30 





Depositors queue outside a Kuala Lumpur cooperative. ***"^"^ 


] 


(EGM) on 30 August. Nik Hussein had | 
to explain to members that the bank's - 


accounts could not be released until a 
full appraisal of its financial position 
had been completed by the new man- 
agement. He was also reported to have 
told shareholders that CCB's external 


| would be about 30%.” 


that Peat Marwick Mitchell had been 
given the task of assessing the bank’s 
operations. 

At the EGM, the members refused 
to approve a proposal to amend CCB's 
by-law requiring that the AGM must be 
held before 31 August of each year. 
However, they did pass two proposals 
permitting the relevant minister to ap- 

int five additional members to the 
board and for the bank to make loans to 
corporations. 

is latter measure was seen as cru- 
cial to CCB's bid to regularise its opera- 
tions. Nik Hussein confirmed to the 
REVIEW that he had argued that such a 
move might make it easier for CCB to 
recover loans which had been taken out 
in the past by individuals fronting for 
companies. CCB chairman told the 
REVIEW that companies had used their 
board members to borrow money on 
their behalf: “I think this is wrong,” he 
said. Nik Hussein added that most of 
these loans are in the process of being 
rescheduled and in doing so, CCB was 
attempting to get guarantees from the 
companies involved. 
ik Hussein refused to 
disclose the exact amount of 
bad loans with CCB but he 
did confirm that various gov- 
ernment agencies had placed 
M$1 billion on deposit with 
the bank to help tide it over its 
current problems. This, he 
conceded, was about M$600 
million more than was usual 
in the days before CCB's 
troubles became known in 
the financial community to- 
wards the end of last year. 

The disagreement with 
the auditor, he revealed, was 
over the method used in de- 
termining whether various 
loans were salvageable or 
were now completely bad. 
Nik Hussein said that he was 
"not optimistic about the 
losses," as CCB was “follow- 
ing more stringent control 
over the situation and the 
best guidelines [for loan qua- 
lity assessment] are Bank 
Negara's." The central bank advises 
banks to classify as non-performing all 
loans on which interest has not been 
paid for more than 12 months. 

The biggest uncertainty faced by 
CCB is the proportion of non-perform- 
ing loans that may ultimately be reco- 
vered. Nik Hussein said that provided 
depositors are not panicked by the re- 
cent reports into withdrawing their 
money, CCB could be kept as *an ongo- 
ing institution" and may ultimately re- 
cover around 60% of its non-perform- 
ing portfolio. “If you want to be conser- 
vative and take the market value of the 
collateral," he told the REVIEW, “it 
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fied transistor integration because 
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and minimum power con- 
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communication systems and will 
be indispensable for the 
development of fifth generation 
computers. Further fields of 
application will emerge as scien- 
tists continue their efforts to 
produce gallium arsenide with 

a perfectly homogeneous 
crystal structure. 
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OMMERCIAL and investment banking are 

among the fastest, most competitive 

businesses in tne world - and Hong 
Kong is one of the toughest markets. 

Banque Indosuez asked us to provide them 
with products that could take them right to the 
Lop. 

“We were looking for the most advance 
solutions currently on the market,” says the 
bank's financial controller, Mr. Thierry 
Mequillet. "We wanted a system that not 


only provided vas amounts of information 










but was also 


able to 


interpret that information in totally different The power of Mapper also inspired the 


ways." bank to create new products, and to investigate 
We showed them the 1100 system with the full resources of Unisys. A telephone 
Mapper software. banking service was created around VIPS, the 
Working closely with the Unisys team Unisys Voice Information Processing System. 
under Mr. Norman Ip, the bank soon realized Real-time systems give customers better service 
the system offered unprecedented speed and at all of the bank's branches. 
fexibility. They could do things they had not Today Banque Indosuez is one of the most 
previously thought possible; they were able t successful and innovative corporate banks in 
cevelop software applications unique in the Hong Kong. Teams come from around the 
financial field. world to study their methods. “We are a very 
“Internally,” says Mr. Mequillet, “the speed demanding client,” adds Mr. Mequillet, “and we 
with which we now develop systems enables us know that with Unisys we get the products, 


to increase the productivity of ourstaff.” service and support we require.” 


“Now the banks 
EDP operation is so 
successful, its methods 


are being adopted 
internationally.” 


Norman Ip. Senior Account Manager, Financial Group Marketing, | ‘nisys 
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Now you see it... 


Canberra balances its budget — almost 


By Hamish McDonald in Sydney 

howing a practised fair at pulling 

fiscal rabbits from his hat, Austra- 
lian Treasurer Paul Keating has de- 
lighted financial markets by cutting 
Canberra’s budget deficit virtually to 
zero for the current year (ending June) 
— giving Australia the first virtually ba- 
lanced budget in 17 years. 

Keating told parliament on 15 Sep- 
tember that the budget deficit for 1987- 
88 would be a mere A$27 million 
(US$19.6 million), down from the 
A$2.7 billion deficit (1% of GDP) the 
previous year. Within minutes of Keat- 
ing sitting down, the Australia and New 
Zealand Banking Group led the way 
into a round of interest-rate falls, while 
the Australian dollar began a climb up 
toa 16-month high of 73.5 US cents. 

But there were doubters who saw 
Keating's coup as more a result of good 
luck than painful budgeting, the result 
of higher-than-expected receipts from 
taxes introduced the previous year and 
planned sales of government assets 
which would only have a “one-off” im- 
pact on spending. To these critics Prime 
Minister Bob Hawke's Australian 
Labor Party government was rest- 
ing on its laurels after its budget-cut- 
ting economic statement 
(REVIEW, 28 May) and its 11 July elec- 
tion win. Opposition leader John How- 
ard called the budget “a coat of veneer” 
over a brittle economy. 

Two factors certainly contributed to 
the government’s more relaxed mood 
only 16 months after Keating’s warning 
that Australia risked a "Fanana-repub- 
lic” future unless it quickly solved its 
deficit, which hit 
A$14.5 billion (6% of GDP)in 1985-86. 

In the trade account, export volumes 
have responded to sharp falls in the 
Australian dollar in 1985 and 1986, 
while prices have rebounded for some 
commodities — notably gold and wool. 
On the capital account, foreign funds 
have been flooding into Australian 
shares and latterly into Sydney real es- 
tate. Investors think Australia's exter- 
nal-payments crisis has bottomed out, 
and that local values are low by interna- 
tional standards and provide a good 
hedge on overheated markets else- 
where. Since the end of 1986, this inflow 


. has helped bring the Australian dollar 


up and interest rates down. 

Canberra has been happy to see de- 
preciation-boosted inflation ebbing 
away from its 9.8%-a-yezr peak in the 
final quarter of 1986, which has helped 
convince trade unions to abandon part 
of the previous price-indexation of 
wages. The rise in the dollar also pro- 
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in May 


vided another windfall, an A$2.7 billion 
profit by the Reserve Bank of Australia 
(RBA, the central bank) from sales of 
Australian dollars bought to halt the 
1986 currency slide. 

Treasury budget papers see the 
terms-of-trade improving by about 2% 
over 1987-88, after falling steeply for 
four: years. From last year's current-ac- 
count deficit of A$13.6 billion (5.196 of 
GDP), the official outlook is for 
another moderate improvement, to 
about A$11.5 billion (about 4% of 
GDP). Net e debt would grow 
from the A$82.9 billion (31.2% of 
GDP) in June 1987, but at a much 
slower rate. 

Keating said that with fiscal policy 
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taking over much of the burden of re- 


straint, lower interest rates and an im- 
proving economic climate (with GDP 
growing 2.75% as against 2% last year) 
would help lift business investment by 
about 4% in real terms overall, after a 
rise of only 0.9% last year. 


Business lobbies applaud the pro- 
gress, but think an opportunity to do 
more has been wasted. On the commod- 
ity front, demand is vulnerable to a 
downturn in the US economy, and two 
of Australia’s major exports, coal and 
iron ore, are falling into recession al- 
ready. The rise in the Australian dollar, 
meanwhile, has hurt earnings for ex- 
porters, who see a 65 US-cent value 
more appropriate. Inflation, forecast to 
come down to 6% a year by June, will 
still be well above the average of major 
trading partners. Prime lending rates 
are down on their 1986 peak of near 
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20%, but still high at about 14.25%. 

The strong capital inflow gives lee- 
way to ease domestic interest rates 
somewhat further and at least cap the 
rise in the dollar. The Treasury argues 
that the currency's present value will 
come to be seen as appropriate. But 
many economists would argue that the 
capital account is driving the dollar well 
above what the trade account justifies, 
and that this could interrupt the export 
recovery. 

But authorities arc in a US-style di- 
lemma. They can only go so far in creat- 
ing a sharp drop in the dollar by letting 
interest rates go. The current-account 
deficit still has to be financed, and the 
huge stock of eia = debt serviced. 
Domestic consumer demand and cost 


pressures could also surge, unless other 
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restraints were brought in. The budget 
papers said that “constraints of commu- 
nity acceptance" limited the extent to 
which government spending and wages 
could be curbed much further. 

Howard and other conservatives 
argue that these constraints were hardly 
tested in the latest 
budget, which they say is 
only balanced by “crea- 
tive accounting.” The 
A$1 billion to be netted 
from asset sales is not, of 
course, built into continu- 
ing financial flows (and 
up to A$400 million of 
this is at risk to Japanese 
capital-gains tax on the 
sale of the Tokyo em- 


profits would seem to de- 
pend on another currency 
crisis during the year. 

Revenue is also sus- 
tained by taxes on busi- 
ness and investment, 
which Keating has tacitly 
admitted to be discourag- 
ing to mvestment, after 
moaths of deriding those 
wanara ay », WhO Suggested otherwise. 

But faced with a shift to offshore-tax 
bases by companies such as Elders IXL, 
Keating has started to study whether the 
company tax rate (raised from 46% to 
49% in July) can be lowered "through 
sensible broadening o! the company in- 
come-tax base." 

On the spending side, Canberra has 
been a lot tougher on the state govern- 
ments (whose allocations are down 
4.2% in real terms) than on its own ac- 
tivities (marginally up). The example is 
not a good one for state premiers much 
closer to the mundane affairs of the 
electorate. Their borrowings have re- 
mained stubbornly high, aided by new 
instruments designed to get around 
limits set at the annual federal-state 
loan conference. Because of this, the 
net public-sector borrowing require- 
ment is put this vear at 2.575 of GDP 
(from last year's 3.8% ), despite the fed- 
eral government's balanced budget. O 
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Models in a muddle 


By Louise do Rosario in Shenzhen 


fter seven years of development, 
the four special economic zones 
(SEZs) in southern China are still fight- 
ing an nee battle to prove that they 
are worth the billions of dollars Peking 


has spent on them. The SEZs today are 
_over-built, over-borrowed, inefficient 
and uncompetitive when compared to 


neighbouring cities. 

n 1980, an initial 526 km? within 
Shenzhen, Zhuhai and Shantou in 
Guangdong province and Xiamen. in 
Fujian province were declared SEZs 
and authorised to offer foreign investors 
preferential terms on land costs, labour 
and taxes. One cf China's earliest and 
most daring experiments to attract 
foreign capital and technology, they 
were supposed to spearhead China’s 
modernisation. 

But the experiment has failed, ham- 
pered by lack of a detailed blueprint, a 
cumbersome bureaucracy, the low 
calibre of the officials who run the zones 
and new policies which have reduced 
much of the attraction of the zones to in- 
vestors. 

The SEZs have had a chequered his- 
tory. From 1979-83, they were busy 
turning farms and ponds into high-rise 
buildings and roads to create a suitable 
setting for foreign manufacturing in- 


- vestment. Most of the infrastructure 


was in place by 1984, at which time the 
zones found themselves riding the crest 
of an economic boom. 

Provincial officials, armed with new- 
found trading powers, went on a buying 
spree using cS foreign-exchange re- 
serves. The SEZs, in the process, made 


millions of dollars as entrepots between | 
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E . China's SEZs are struggling to justify their role 


the mainland and foreign countries. The 
fact that the SEZs were allowed to im- 
port and export goods with low or ne 
tariffs — an incentive meant to lure 
foreign investors — made them a mag- 
net for mainland companies, which 
thrived on these profitable trading ac- 
tivities. 

The boom in entrepot trade fuelled 
property development, tourism and the 
assembly of electronic products in the 
SEZs, leading to vast investments in 
these sectors, The wheeling and dealing 
created a prosperity built on nen-indus- 
trial, high-yield, short-term and often il- 
licit activities. 

By end-1985, Peking cracked down 
on such excesses and the SEZs went into 
a recession. There were changes in the 
zones’ leaderships and they were or- 
dered to be "outward-looking." with 
their economies export-led, industrially 
oriented and with a high ratio of foreign 
investment. 

Today, the SEZs sre moving slowly 
and painfully to live up to Peking's new 
expectations. In the first half of 1987, 
the SEZs' combined industrial output 
amounted to Rmb 4.02 billion (US$1.1 
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But the statistics tell only half the 
story. Much of the increased industrial 
output came from expansion of factory 
assets — which China counts as output 
— not saleable production. As to ex- 
ports, Thomas Chan of Hongkong Uni- 
versity’s Centre of Asian Studies points 
out that up to half the gain may have 
come from selling goods to other parts 
of China, with the sales denominated in 
foreign currency. Pointing to the same 
conclusion, in 1985 only US$270 million 
of Shenzhen's published US$560 mil- 
lion worth of export earnings was in 
foreign currency, according to an arti- 
cle in the official journal, SEZs Eco- 
nomies. 

The SEZs' achievements, when 
compared to the economic boom in the 
Pearl River Delta (covering the four 
cities of Foshan, Zhongshan, Jiangmen 
and Dongguan and the 12 counties sur- 
rounding them) are, at best, moderate. 
Thousands of rural industrial enter- 
prises have sprung up in the delta in re- 
sponse to rising domestic need for light- 
industrial products and also sub-con- 
tracting orders from manufacturers in 
nearby Hongkong seeking lower pro- 


. duction costs. From 1978-85, the delta's 
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billion), a 52% increase on the same - 
period in 1986. Exports at US$954 mil- 
lion were up 127%. (The 1986 increas- 
“a were 19.5% and 42%, respective- 
y-) 







Mainland core: page 104 
Cheap labour pool: page 104 
Waiting for Taiwan: page 107 








cities and counties had an average in- 
dustrial-output growth of 22.5%, twice 
the national average. 

As a result of the SEZs’ limited 
achievements, Chinese economists are 
asking if the experiment has cost China 
too much. At end-1986, a total of Rmb8 
billion had been spent on the SEZs to 
develop 60 km? of usable land complete 
with electricity, water and other basic 
utilities. Although China's own figures 
vary widely, foreign investment in the 
SEZs is estimated at a cumulative 
US$2-3 billion, or about one quarter of 
the national total. Last year, the zones 
had a nominal export volume of US$1.2 
billion (about 3.3% of China's total ex- 
ports) and a combined industrial output 


of Rmb 6.65 billion. 


qo are two ways to look at these 
statistics. Some believe the develop- 
ment cost has been too high for China, 
especially since neighbouring counties 
have outperformed the SEZs without 
the benefit of special policies or sub- 
sidies. In 1986, Foshan and Jiangmen, 
for example, each produced more or 
nearly as much in terms of indus- 
trial output as the four SEZs com- 
bined (though the delta cities had 
much of their industrial infrastruc- 
ture in place when the nearby Shenzhen 
and Zhuhai were still covered with 
farms). 

The second and the current official 
view is that it is too early to judge the 
SEZs' achievements. In their initial 


. stage of development, according to this 


view, the SEZs will inevitably need a 
large investment in capital construction. 
Now that the groundwork has been laid, 
the SEZs can be expected to perform 
better economically. Prof. Liang Wen- 
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sen, director of Shenzhen University's 

| SEZ Economics Research Institute, 

. notes the intangible benefits of the 

| SEZs as laboratories for important re- 

| forms in such areas as contract labour, 
the setting up of foreign-bank branch- 

| es and the government-land auction 
system. "Give the SEZs another two 
to three years and you will see an- 
other economic takeoff there," he 
said. 

There is little question, however, 
that the zones are currently among the 

| least efficient places in China, despite 
_ their designated role as the spearhead of 
. modernisation. In terms of manage- 
ment and techno thev are not in the 
same league as Shanghai, Shenyang 
and other Chinese industrial heavy- 
weights. 
| he SEZs are also troubled by over- 
expansion in capital construction — a 
. legacy of the boom in 1984-85, The 
, worst example is Shenzhen, which ac- 
. counted for Rmb 7 billior cf the Rmb 8 
billion spent on the four SEZs at end- 
1986. One report said that 
Shenzhen has the largest 
number of high-rise build- 
ings in China. Last year the 
government shelved con- 
_ struction of half of a 100 plan- 
ned skyscrapers, but the 
existing property supply will 
still take a long time to fill. 
Such excesses are also found 
in tourism and commercial 
facilities. 

Most of the zones’ pro- 
jects are financed by loans. 

rom 1983-85, domestic bank 
loans accounted for 45% of 
Shenzhen's total capital con- 
struction, while the share of 
foreign investment fell al- 
most by half, from 25% to 
13% in 1985, Chan esti- 
mated. He added that in 
1986, the level of Rmb 6.1 
billion in domestic debts and 
Rmb 1.55 billion in forzign-exchange 
debts was a heavy burden for an econ- 
omy with a gross industrizl-output value 
of Rmb 3.5 billion. 

With their favoured treatment and 
the huge amounts of money spent on 
them, and with their lure for foreign- 
ers as frontiers for doing business in 
China, why have the SEZs failed to 
live up to official expectations? Part 
of the answer is the lack of a clear 
mandate. 

The SEZs were vaguely asked to be 
“windows” and “pioneers” of China’s 
modernisation. ere were no clear 
guidelines on the kind of investments or 
sectors of the economy the zones should 
concentrate on developing. Left to 
themselves, the zones became a haven 
for making “quick” money in prop- 
erty, retail sales and other activi- 
ties which Peking regards as non-pro- 
ductive. 

Much of the attractiveness of the 
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SEZs was also eroded with the designa- 
tion of 14 coastal cities and various in- 
land areas as open zones in 1984, offer- 
ing the same incentives as the SEZs. 
The zones' former competitive edge in 
importing and exporting has mostly 
been removed since the clampdown in 
1985. All goods travelling in and out of 
the zones are now subject to rigid quota 
and licence controls. 


nother handicap of the SEZs is 
their cumbersome bureaucracy. Al- 
though the SEZs' governments are rela- 
tively young, they are no less compli- 
cated than elsewhere in China: they are 
merely extensions of an existing struc- 
ture, complete with all its in-built 
shortcomings. If anything, the zones' 
web of bureaucratic interests is more 
complex because of the presence of rep- 
resentatives of powerful central minis- 
tries and provinces, as well as relatives 
and friends of top leaders. 
The situation is made worse by the 
unclear lines of responsibility between 


THE SPECIAL ECONOMIC 
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GVIAO: Gross value of industrial and agricultural output. 

GVIO: Gross value of output. 

GVAO: Gross value of agricultural output (excluding village-level industries). 
Sources: Official Chinese reports. 





the SEZ governments, the Guangdong 
and Fujian provincial governments and 
the policymaking SEZ Office under the 
State Council. And, the high profile 
and the controversial nature of the 
SEZs mean they are a constant tar- 
get of bureaucratic infighting and 
meddling. 

The SEZs have also suffered from 
weak leadership, whose effectiveness 
has been further sapped by the constant 
attention focused on them by Peking. 
Most SEZ cadres were recruited from 
the villages from which the zones were 
carved, and had little experience in eco- 
nomic development. In a bid to impress 
Peking, they opted for high growth, 
large-scale projects and costly machin- 
ery and plant at the expense of produc- 
tivity. In 1986, the SEZs underwent 
a top-level reshuffle of personnel 
and more professional teams of ad- 
ministrators were brought in from Pe- 
king. 


Ideally, the SEZs should have a 
more powerful body than the present 
SEZ office to represert them in Peking, 
and to enable them to enjoy greater ad- 
ministrative autonomy. The industrial 
zone of Shekou, in the southern part of 
Shenzhen (outside the SEZ), owes its 
success very much to its relative inde- 
pendence as an organisation directly 
under the Ministry of Communica- 
tions. The SEZs, especially Shenzhen, 
have too many officials looking over 
their shoulders, restrcting their flexi- 
bility in acting as poneer economic 
zones. 

Analysts believe the SEZs will enjoy 
a new lease of life if Peking allows them 
to develop into geauine free-trade 
zones. “If the SEZs co not implement 
free-trade zone or free-port policies, 


they will be moving backwards to [the - 


status of just] another coastal city,” 
wrote a Chinese economist of the Can- 
ton-based publicatior Hongkong and 
Macau Studies. Prominent economist 
Qian Jiaju also says that “without great- 
er freedom. the zones cannot 
prosper.” 

At present, though entry 
and exit procedures for the 
Hongkong-shenzhen border 
have been simplified, goods 
are still su»ject to customs 
controls. Wang Fengyi, of the 
Chinese Uriversity of Hong- 
kong, argues that doing away 
with these barriers and 
allowing 2 free flow of 
people, goods, information 
and capital would greatly 
boost the economy of the 
SEZs. 

The zones should also be 
given more power in trading 
activities, analysts suggest. 
The powerful Ministry of 
Foreign Ecenomic Relations 
and Trade sssues licences for 
vital importand export items. 


ntvitWraB ED wy [he SEZs enjoy no preferen- 


tial treatment in this respect and are 
subject to the same strict quota and 
licensing procedures as other Chinese 
cities. To help the SEZs promote ex- 
ports, it is argued, they should get ex- 
rt quotas, to be alocated freelv by 
EZ governments to suitable manufac- 
turers. 

The SEZs' future depends largely on 
how committed the central leadership is 
to making them a success. China has in 
the past shown that it is willing to go to 
great lengths to prop up what it regards 
as key projects, evem though they are 
not economically just fiable. There is no 
sign at present that Feking is wavering 
in itssupport of the SEZs, which remain 
an important symbol of China's open- 
door policy. If anythmg, hopes are still 
high that the SEZs will soon pay off 
after years of heavy investment and the 
"corrections" im policies their new 
leaderships have implemented with 
such difficulty. o 
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Hongkong surface, China core 


Shenzhen's future lies in commercial services, not industry 


henzhen today looks more like one | 
of the many new towns in neigh- | 


bouring Hongkong than a mainland 
Chinese city. From skyscrapers to 
boutiques selling Hongkong fashions, 
everything is Hongkong style. Even the 
local summer time follows Hongkong 
time, one hour behind Peking's. 

The comparison, however, ends 
there: Shenzhen has so far been an eco- 
nomic liability to Peking and not aneco- 
nomic miracle like Hongkong. Despite 
its impressive facade of high-rise build- 
ings, modern boulevards and depart- 
ment stores, Shenzhen is not doing well 

The SEZ was hard hit by the boom- 
and-bust cycle of 1984-85. Although 
tourism, property and industry — the 
main pillars of its economy — have al! 
picked up again this year, the remaining 
problems willtakea long time toresolve. 

Foremost is the excessive and ineffi- 
cient base on which Shenzhen built its eco- 
nomy. Two years ago, when Shenzhen 
was a hotbed for risky but highly 
lucrative businesses, mainland 
companies rushed to the zone 
to set up offices while foreign 
firms established factories to 
assemble low-end electronic 
appliances (destined for sale 
within China). Now that such 
trading and assembly opera- 
tions are severely restricted, 
there are many half-completed 
buildings, empty hotels and 
idle factories 

Two members of the Shen- 
zhen Social and Economic 
Development Committee wrote 
recently that there had been “a 
lot of blind pursuit for high out- 
put [resulting in] problems of 








scheduled loans, heavy interest rates, 


excessive expenses and decreased eff - 


ciency.” 

In other sectors, such as transport, 
there also has been excessive develop- 
ment. One report said Shenzhen now 
has about 3,200 motor vehicles — or 
one for every 200 people — about dovu- 
ble existing demand. The expanded 
cargo-handling capacity of 10 million 
tonnes is also double that of the demand 
projected for 1990, 

The new Shenzhen leadership under 
Mayor Li Hao has moved swiftly since 
1986 to cut down investment. Expendi- 
ture on capital construction was cut 
from Rmb 2.8 billion in 1985 to Rmb 1.5 
billion last year. More than 700 projects 
(mostly non-industrial) have been 


shelved or postponed. 

Shenzhen will have a difficult task in 
restructuring its large service sector into 
an industry-oriented one — a priority 
set by Peking. In 1983, constructior, 
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commerce and industry accounted for 
29.3% , 24.7% and 18.3% , respectively, 
of the total output of Shenzhen. In 1986, 
industry overtook construction with a 
30% share but there are doubts about its 
continued momentum. 

In low-end industries such as sub- 
contracting and assembly work for 
foreign firms, Shenzhen cannot effec- 
tively compete with the numerous small 
factories in nearby counties because of 
the zone's higher production costs and 
general inflexibility. According to a 
1986 survey by S. Y. Tam, a Hongkong- 
based China consultant, the monthly 
salaries of a worker and a manager 
in Shenzhen were HK$850(US$108.97), 
compared with HK$2,200 in Hong- 
kong, and HK$6-7,000, against HKS8- 
10,000. 

But when housing subsidies, labour 
insurance, travel allowances, medical 
fees and other payments are added, 
Shenzhen's total labour costs are close 
to those in Hongkong. Production in 
new sub-contracting centres in neigh- 
bouring counties such as Dongguang 
are not only cheaper but also easier to 
arrange. "It can take three days to set up 
a factorv in those small coun- 
ties — while in Shenzhen, 
you needed three months," 
said a Hongkong business- 
man. 


I? trving to attract advanced 
industries, Shenzhen still has 
a long way to go. According to 
an Economic Daily report in 
March, only 7% of Shenzhen's 
imported technology is of in- 
ternational standard. At pre- 
sent, Shenzhen's most profit- 
able industrial activity is as- 
sembly and sub-contracting 
work for Hongkong manufac- 
turers. In the first half of 
1987, processing fees account- 





stockpiling, slow cash flow, re- 


Cheap labour pool 


Hongkong investors find alternatives in China 





By Elizabeth Cheng in Hongkong 

E ongkong companies, driven by rising costs and an acute 
shortage of workers in the territory, are in the vanguard 

of wen p investment in China, which offers a source of plen- 

tiful and cheap labour. 

In the first half of this year, Hongkong and Macau ac- 
counted for 611 of the 738 projects approved nationwide, ac- 
cording to China's Ministry of Foreign Economic Relations 
and Trade (Mofert). Japan followed with 39 projects and the 
US with 34. There were 81% more Hongkong and Macau 
projects than in the same period last year. 

A Mofert official said the pickup in the number of Hong- 
kong-invested projects this year — the highest since the first 
half of 1985 — was largely a result of the liberalisation of the 
foreign-investment climate since October 1986. 

The SEZ and provincial administrations have issued 
supplementary rules designed to pave the way for foreign in- 
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ed for nearly half of the 


—— 


vestment following the promulgation in October of state 
guidelines which modify tax and fee collections and speed up 
paperwork. 

Although the interpretation of these guidelines still leaves 
something to be desired — some Hongkong businessmen 
complain that overland shipments between the territory and 
Fujian, for example, face unreasonable delays at county- 
level checkpoints — most investors agree the climate has 
changed for the better. 

Despite the improvements, the total value of foreign in- 
vestments fell 23% to about US$1.1 billion in the first half 
compared to the same period last year, indicating the low 
capital input of many of the ventures. 

Western joint ventures tend to be more capital-intensive 
than Hongkong-backed projects. For example, though 
Hongkong and Macau investors accounted for most of the 
foreign-imvested projects approved in Xiamen last year, it 
was the US (with only two projects) which provided 41% by 
value of total investment. 

Most of Hongkeng’s investments are in southern China, 
with mach of it within the SEZs. They are primarily 

rocessing and assembly plants. Nevertheless, because 
China’s manufacturing technology is generally 20-30 years 






1 OCTOBER 1987 e FAR EASTERN ECONOMIC REVIEW 


“i 








| ge earned throug 
E poris Sales of poultry and other esl 
foodstuffs contributed arother substan- 
tial amount. 
Shenzhen, however, is not content to 
. be just an export-processing zone and 
. has made the development of hi-tech in- 
dustry a priority. In 1985, Shenzhen set 
up its own "Silicon Valley,” the Shen- 
zhen Science and Technclogy Industrial 
Park, for production of more sophisti- 
cated products such as quartz vibrators 
and computer floppy-disk drives. These 


upgrading Shenzhen's weak industrial 
base. | 


is another concern for its leaders. Since 
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a deficit of US$400 mil- 

lion last year. At end- 
| 1986, Shenzhen had 
| cumulative external debts 
| of US$245.57 million, 
compared to its nomi 
nal export income of 
US$762 million — an un- 
healthy ratio, said one 
analyst. 

Shenzhen, with lb 
mited means of generat- 
ing income, survived fis 
cally in the past by taking 
a big cut of the now-disap- 
proved entrepot trade 

| and by borrowing. It ran 
| into financial difficulties 
| when Peking tightened 
credit and — re-centra- 
lised trading powers in 
the aftermath of the 
| 1984-85 import boom. 
Aware that it cannot 
expect to eara much 
through exports and in 
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out of date, even this low-end technological input is consi- 
dered an important contribution to the modernisation ef- 


fort. 


The Hongkong ventures have provided full employment 
in some counties in Guangdong and helped alleviate un- 
employment in neighbosring Fujian. They have also raised 
skill and income levels and started to alter, albeit slowly, 
local work habits. Lunch breaks at factories, for instance, 
have been reduced to one or two hours from the official 
three-and-a-half, and piece-work has become common in 


| labour-intensive factories. 


Tre Nan Feng Knitting Factory in Nan An county, 
Fujian, illustrates some of the changes stimulated by 
Hongkong investors. The plant is a joint venture between 

. provincial-countv authorities and Hongkong’s Nan Fung 
' Knitting. It is the only such venture in the county so far. 
. The factory provides employment for 1,200 people from 
nearby villages, and eventually plans to e: pand its workforce 
: le factory which — 






to 6,000. It 1 


based cn an existing 
used outmode 


quipment but the pa 


US$700,000 to improve the plant. Factory | 
Jing Sing says th re are plans to set up! wo sp 











are the first steps in the difficult task of. 


its birth, Shenzhen has a ways run a des | 
ficit in its foreign trade. There was. 
a record trade deficit of US$662 mil- | 
1983, and despre a clamp- | 
down on imports, Shenzhen still had | 


“came to Shenzhe 
foreign visitors. One Shenzhen official 


zhen, costing about Rmb 100 a persan, 
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: lately turned t to y selling land to increase 


revenue. 

for investment has not been the 
chief source of capital for Shenzhen, 
and this situation will continue as Shen- 
zhen becomes more selective in the 
choice of its foreign partners. The most 
promising avenue for Shenzhen appears 


| to be its links with mainland companies. 
. Although Shenzhen is no longer held up 


as a national model, it is still a magnet 
to mainlanders because of its proxim- 
ity to Hongkong and its relative 
freedom compared to other pants of 


.| China. 
Shenzhen's dismal financial situation | 
: | n the first half of 1987, 30 million visit- 


ers from other Chinese provinces 
n, compared to 51,300 


said the 15-day business tour to Shen- 
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vested heavily there in the hope of m 
ing a quick return on trading, prop: 


come and profit taxes are still general 





REVIEWTABLE by Andy Tang 


ing plants to eiea the present knitwear operati ; 
When the joint venture was started last year, the partne 
ship pact called for 70% of the products to be exported ai 
the rest to be sold in China. However, business is so good th 
the factory is now exporting 90% of its output. Its orde 
books are full for the next three months. 
The workers even have to work overtime — something 
unheard of in that part of the country until recently, said Ho. 
The full order book also means that some staff on a piece- 
work system can earn as much as Rmb 300 a month ~~ doubl 
the average salary of a senior government official. ue 
Small-time Hongkong property developers are also in the 
forefront of the SEZ housing-development boom. The m 
common projects are cooperative ventures in which lot 
partners contribute land and labour. The residential uni 
usually sold for hard currency to Overseas Chinese who then 
_pass them on to local relatives or business partners as gift 
payment for favours. 
This market is drying up and increased competition is ea 
"ing into profit margins. Many of the newly built Overs 
Chinese residential units are empty and prices ha 
over the past year, one proper yd 

















































































(fully paid by the unit he is: 
with the Laren to buy c 
products hard to get elsewh 
China. 

During Shenzhen's heyday in T 
85, many mainland organisations 





development and other speculativ 
businesses. Nearly ail of China's pro 
vinces have built their own hotels there 
There are now 2,000 domestic investor 
in Shenzhen, twice the number o 
foreign firms. 

Although many of Shenzhen’ 
former advantages no longer exist 
many domestic investors are too heavi i 
committed to give up easily. Also, in 


lower in Shenzhen. And enterprises car 
retain all their foreign-exchange earn 
ings — a concession gen 
erally not offered b 
other open zones in C 

To an outsider, i 
pears that Shenz 
best bet hes in its rok 
a commercial, info 
tion and service centre 
southern China instea 
as an industrial he 
weight. Its proximity : 
Hongkong is an adv 
tage that none of 
rivals, though they su 
pass it in other asp: 








tor — the result E 
earlier boom — -Shenz 
has many ` uti 
> resources which will 
useful when China 
laxes its foreign-exch 
and other controls 
Shenzhen. 

— Louise do Rosario 
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— Company floated on Hong Kong Stock Exchange 





















in June. 
— Profit above expeéetation at HK3112 million: | (unaudited) 
Fully expect to exceed forecastof HE$190 million. eer . l l 
— The Oriental Singapore opened in February. iE d sable 
— Mandarin Oriental San Francisco opened in May. 3 m h June-- 300i December 
— Mandarin Oriental Hong Kong and The Or:ental ede ic 
LO Í » 





Bangkok, judged two cf “The Creat Hotels of the 
World’. HK$ million 






























































“The outlook is encouraging with business and up REUS ae 
tourism flourishing and al! hotels improving their mn a 315 377 
efficiency." Profit before associates 172 
; m share of profits less 
| SIMON KESWICK, Chairman | ... losses Cf associates 16 15 
| Hong Kong, 18th Sepiember 1987 Profit before Taxation 141 187 
MN Mrs Taxation — — un 
Mandarin Oriental Inserr ational Lid "ERN — Hong Eong (21) (36) 
| (incorporated in Bermuda with limited Jiability) - — Overseas ` (8) (9) 
; 281 Gloucester Road, Causeway Bay, Hong Kong. Tree A s sees 
| us Profit attributable to 
| — sharehcldérs — .—— — 112 142 
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Waiting for Taiwan 


A Fujian city lags behind other SEZs 


By Elizabeth Cheng in Xiamen 


pe aaa is like a beautiful woman 
in rags who is now -rving on new 
clothes, said a Chinese official describ- 
ing the southern Fujian dtv's economic 
rebirth. However, in its haste to acquire 
modern trappings, this aty of 1.1 mil- 
lion people — the only one of four SEZs 
located outside Guangdong province — 
has been less than discriminating. 

Illustrating the tremendous increase 
in the pace of investment. Xiamen Dep- 
uty Mayor Jiang Ping said state invest- 
ment in the SEZ in the past five years 
alone was Rmb 1.7 billion, compared 
with only Rmb 700 million in the 30 
years to 1979. Initially, this resulted in 
the SEZ government embarking on à 
costly building spree, which left it with a 
glut of hotel rooms and flats as well as 
empty new factory buildings. 

That this should have happened is 
perhaps not surprising given Xiamen's 
location within Fujian. Long an econo- 
mic backwater among China's coastal 
provinces, mainly as a result of pene 


. the front line in the confrontation 


tween the communist government of 
the mainland and the Kuomintang 
forces in Taiwan, Fujian's economy 
only started to take off when a de facto 
armistice was adopted in 1979 and Pe- 
king began to allocate more funds for 
development in the province. 

Over the past eight years, massive ef- 
| forts have been made to develop the 

province's infrastructure: 

» Two existing airports, one in Fuzhou, 
the provincial capital, and the other in 
Xiamen have been expanded to handle 
international flights. 
_» The old port of Mawe rear Fuzhou 
has been given a facelift, while a new 
container port at Dongduin the Xiamen 
SEZ is being developed to meet new 
import/export needs. Work has also 
started on the building 0? @ major new 
container port at Meizhcu Bay, about 
three hours by road north of Xiamen, 
which has sufficient depth to berth 
much bigger ships than the 50,000-dwt 
eere at Xiamen or tae 10,000 dwt 
at Mawel. 
» The railway system connecting 
Fuzhou, Xiamen and other key cities 
along the coast is being rebuilt and ex- 
panded, while roads arc being reno- 
vated. 
> Telecommunications ave being mod- 
ernised with the installation of interna- 
tional direct-dialling and facsimile ser- 
vices in Fuzhou and Xiamen, as well as 
more domestic lines. 
» Old thermal and hydroelectric plants 
are being rebuilt, while funds are being 
raised to develop new power plants. 
» More than 30 hotels have sprung up 
in major cities to cater to increased 
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numbers of foreign visitors, with 
Xiamen itself offering 1,500 rooms in 11 
hotels. 

» New industrial areas, principally at 
Xiamen and Fuzhou, are being de- 
veloped to cater to foreign-invested en- 
terprises and other export enterprises. 
> Six foreign banks have set up 
branches in Xiamen, in addition to one 
joint-venture bank and two foreign 
bank representative offices. 

Xiamen, the province's window on 
the world, is a latecomer compared to 
the Shenzhen SEZ, across the border 
from Hongkong. Xiamen's infrastruc- 
ture construction only began in 1984 
when the entire 130 m? of Xiamen island 
was given SEZ status. Shenzhen was 
started in 1980, 

From 1981 to end-July 1987, 267 con- 
tracts worth US$920 million were con- 
cluded with new investors, with foreign 


FOREIGN 
INVESTMENT 
IN XIAMEN 


1981-83 1984 








partners responsible for US$500 million 
of the investment, Jiang said. However, 
only 171 of the projects are in opera- 
tion. The largest number of contracts in 
a single year, 105, were approved in 
1985, but the following year only 34 con- 
tracts were given the go-ahead. 

Jiang explained that the sharp drop 
was due to the government becoming 
more discriminating in favour of pro- 
duction-oriented projects. Last year, 
90% of the contracts signed were for 
non-service operations, compared with 
60% over the past six years, he said. 

Prior to 1986, all sorts of projects 
were approved, including many non- 
production hotel and property develop- 
ments, resulting in a glut of hotel rooms 
and flats. The distribution of hotels was 
also badly planned. Many hotels on 
the city's outskirts were underused, 


1986 Jan.-July '87 
BB Number ot foreign invested contracts approved 
GERD Value of foreign invested contracts approved (USSm) 
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while occupancy rates at other, more 
centrally located hotels were 10095, 
with managements putting beds in cor- 
ridors for visitors. 

The SEZ gowernment got carried 
away with the construction of new fac- 
tory buildings, particularly in the newly 
developed Huli Industrial District. re- 
sulting in many being left emptv or 
under-utilised. Jiang said that two- 
thirds of the new buildings have now 
been rented or sold and that no new fac- 
tory construction is planned. But many 
investors find the standard government- 
built factories unsuitable to their needs 
and prefer to build their own. 

In the first seven months of this year, 
the number of foreign-invested con- 
tracts approved by the government rose 
to 18 from 14 in the comparable period 
last year, but their value fell to US$7 
million from US$10 million. However, 
the accumulation of foreign investment 
is having a mounting impact on the local 
economy. In the first half, foreign- 
funded business generated more than 
Rmb 300 million in industrial output, up 
118% over the same period last year, 
and accounted for 24% of the SEZ's 


total industrial-output value, compared 
to 16% last year. 

Nevertheless, analvsts observed, the 
majority of foreign investments are in 
small-sized processing and assembly op- 
erations of under US$5 million each, 
and therefore contribute much less than 
had been hoped towards improving 
technological know-how. 


C apital input continues to be a major 
problem, though not as serious as 
previously because of growing foreign in- 
vestment and accessibility of bank loans, 
Jiang said. Foreign-invested enterprises 
in the area are also earning more foreign 
exchange as they export more, whereas 
previously, they were selling most of 
their products locally, he said. Now 
60% of their goods are exported. 

The government has helped by pro- 
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viding special concessions for export- 
oriented or technologically advanced 
enterprises, including tax rebates and 
lower land-usage fees. Certain free- 


including duty-free imports of raw mat- 
erials for local assembly and direct ex- 
port; duty-free imports of goods for 
storage at bonded warehouses in the 
SEZ for shipment to other parts of 
China, and reduced tax on consumer 
imports for foreign use in the SEZ. 


Jiang said there are plans to turn the | 


Huli Industrial District and the Dongcu 
port area into a full free-trade zone, but 
did not give a date. 

Xiamen is also wrestling with 
another major problem: a lack of exper- 
tise. Although there is no labour shert- 
age, there is an acute lack of trained per- 
sonnel for a wide range of jobs — from 
factory managers to hotel waiters. To 
cope with this problem, half the city’s 
secondary schools have converted their 
syllabuses to technical and business sub- 
jects, while more foreign experts are 

ing hired to supplement teaching 
staff, Jiang said. But all these are long- 
term measures and cannot solve the 
problem immediately, he added. 

For foreign businessmen, Xiamen’s 
advantages over the Guangdong SEZs 
include: 


trade practices have also been adopted, % 





» A traditional industrial base, with 

some 600 industrial enterprises which 

are mostly in light industry. 

» Arelatively educated workforce. 

» Labour costs estimated to be half of 

those in Shenzhen. 

» Better water and electricity supplies. 
Its disadvantages include: 

» Distance from Hongkong: it is much 

further away from Hongkong than the 
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Guangdong zones and has not 
been able to enjoy as many 
spinoffs from Hongkong’s pros- 
pering economy. 

» A relatively underdeveloped 
infrastructure: since its ports are 
still not fully developed for inter- 
national trade, many goods for 
export must be transported to 
Hongkong. which also supplies 
Xiamen with raw materials. 

» Although it has an established 
industrial base, the majority of 
the factories use outdated equip- 
ment, mostly of 1950-70 vintage. 

» Strained relations between Pe- 
king and Taipei — a factor which 
has hindered economic develop- 
ment in Xiamen and other coas- 
tal cities in Fujian. 

Much of Xiamen' future, 
therefore, depends not only on 
the success of China's continuing 
efforts at economic reform, but also on 
improving ties with Taiwan. Just as 
Shenzhen's development is closely tied 
to that of Hongkong and Zhuhai's to 
that of Macau, so Xiamen's economic 
well-being ultimately is related to 
Taiwan becoming a market and an in- 


ternational outlet for China-made 
goods, as well as a source of raw materi- 
als. o 





[ECONOMIC MONITOR BANGLADESH 
Flood damage dampens growth 


oonga and widespread flooding 
in Bangladesh from July to 
tember is likely to result in a decline in 
agricultural output during the current 
fiscal year (ending 30 June). Since ag- 
riculture makes up half the GDP, eco- 
nomic growth during the year is unlikely 
to exceed the widely expected 2.5%, 
economists say. 

Losses in bederein production this 
ear are estimated at 3 million tonnes — 

,000 tonnes cue to drought and more 
than 2.7 millior tonnes due to floods. 
PN the government's US$55 
million agricultural rehabilitation pro- 
pue — part of a total US$260 mil- 
ion programme to go some of the -— 
towards repairing flood damage — will 
salvage about 1.2 million tonnes, thus 
reducing total net grain production oss 
to 1.8 million tonnes. 

As a result. the government wil 
have to increase its foodgrain imports 
mostly wheat, to 3.5 million tonnes this 


year. 
Finance Minister M. Syeduzza- 
man told the REVIEW that tota 


loss caused by the flood has been esti 
mated at Taka 30 billion (US$967 mil 
lion). The government is diverting 
funds from urban and other low-pricrity 
projects to repair bridges, roads anc 
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other infrastructure destroyed by the 
floods. 

Officials at the IMF have predictec 
that GDP growth this year would slow 
to about 1.8% as a result of the floods 
However, Syeduzzaman said if the re 
habilitation programme was success 
fully implemented, GDP growth coulc 
still reach 2.5%. 

Donor countries may finance 
US$100 million of the recovery plan, a 
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government source said. The massive 
scheme is expected to generate more 
employment this year than any 
normal development program- 
me would. This will help in- 
crease peasants’ purchasing 
power so that private consump- 
tion growth may not slow down 
to the extent expected. 

To raise funds for the pro- 
gramme, the government will 
levy a 6% special surcharge on 
income tax for 1987-88, 10% 
surcharge on excise duty, 5% 
surcharge on sales at hotels, res- 
taurants and cinemas, a 10% 
surcharge on alcohol, 4% on in- 
come from bank deposits, 4% 
on telex and telephone charges 
and 2.5% on all government and 
semi-government employees 
earning more than Taka 2,000 a 
month. These levies, effective 
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are expected to generate Taka 1.15 bil- 
lion. 

To soften the burden for civil ser- 
vants, Syeduzzaman said that the gov- 
ernment has granted them a sum 
amounting to Taka 2.59 billion in addi- 
tional allowances and bonuses in the 
current year. About 100,000 senior offi- 
cials will be affected by the 2.5% sur- 
charge on civil service income. 

— S. Kamaluddin 
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WWF Kojo Tanaka. BCI 


‘Lhe 


Giant Panda 
needs your help 
to survive 


Os every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then cie off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda 

To ensure that it has a future :t is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China 

WWF has agreed to contrbute US 
$1,000,000 towards a total of about US 

3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scienusts 
under the leadership of Professor Hu Jinchu 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWE International, 1196 Gland, 
Switzerland. 
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We take great pleasure in introducing the JAPAN FINANCIA : 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia’s leading business/ne S 
magazine. 
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pe. i Rushed to you anywhere in the world by jet speed, JAPAN 
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Hanson Uniquely Qualified ... : 
Hanson a long time resident of Japan is eminently qualified. His journ 
. achievements are well known through his stint with AP Dow Jones and 
frequent appearance of his articles in the Far Eastern Economic Revi 
The Financial Times and The Times of London among other prestigious journals. 
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Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely informat 
which can help you chart a safe course through the labyrinth of Japan's financial world and at tł 
same time provide you with an unparallelled insight into the workings and thought process of tt 

Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. | 


For Bankers, Brokers. Corporate Treasurers etc... 
"Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to 
you abreast and, in many cases, ahead of rapidly changing events which can and often do aff 
Japan's financial, economic and industrial well 


Peng: Subscribe Now... 


Act Now And Begin Reaping The Benefits... Si ae ECON: eae ee ae a ~ 
Don't delay! No other publication of any kind A a = O REVIEW LTD 
; PUBLICATIONS DIVISION 
can match the scope and depth of information GPO BOX 160. HONG KONG 
you'll get in every issue of the JAPAN FINAN- H i m B 
CIAL REPORT. Do it now while you are think- Lj Please enter my subscription tothe JAPAN FINAN- "b 
: ; CIAL REPORT for the indicated term. 
ing about it. To subscribe simply complete the l'anciosscheque/M Oxin thsampuHt ot 
special trial subscripzion order form and return 
it with the indicated amount. 








. 


L Please charge my credit card. 


G 6months US$272 G 1year US$495 1 
JAPAN FINANCIAL REPORT is designed to Tarent May peo masgo vis SQUINMIDE in eee 
currency) 


help you by providing vital information you 
need which in the short term might save you 


(Please print in blocklettersk < 
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Name 

time, energy and money, and in the long term 

help in strengthening your Japanese business Address 

activities. 
. Guarantee T Charge | 
Should the JAPAN FINANCIAL REPORT fail for me 
s i any reason to live up to your expectations you Expiry date 
may stop your subscription at any time. Wel ER 
^. promptly refund the unused portion of your ix in x 
a subscription p payment. po you see you have Signature 
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If Deutschmark investments are part 
of your pension fund strategy, you are 
familiar with the variety of DM instru- 
ments available. But, there are subtie 
differences in yields, liquidity, matuntv, 
and depth of the market. There are 

yet other considerations which mey 
require tailor-made solutions. 





Our experts in Düsseldorf and 
London would like to talk to you about 
them. WestLB is one of the leading 
German banks issuing DM bonds. After 
all, we have over DM 60 billion ir 
circulation worldwide. When the future 
of young people is at stake, make sure 
your plans include WestLB. 


WestLB 


The Westdeutsche Landesbank. 


Düsseldorf Herzogstrasse 15, 4000 Düsseldorf 1 
Telephone (211) 82601, Teiex 8582 505 


London 41, Moorgate, London EC 2R 6AE, 
Telephone (1) 63861 41, Telex 887 S84/5 









if with less profundity, than the one 
pondering the meaning of life, is what 
keeps people going after making the 
first million, billion, trillion? Other than 
a fetish for noughts, or an obsessive mis- 
trust of the future, bilBonaires must 
have some constructive motivation, the 
self-proclaimed altruists among them 


citing a paternalistic obligation to create. 


wealth, while others are simply un- 
skilled in everything but making mega- 
bucks. 

One of Hongkong’s durable. bil- 
lionaires, Li Ka-shing, seems a reason- 
able prototype for the territory's 


moru, most of whom prefer cutting 
dea 


s to immersing them- 
selves in the complexities 
of managing their empires. 
In Li's case, suffice it to 
say that in allocating the 
Cheung Kong chairman's 
valuable time on a scale of 
one to 10, memo-writing 
would not make the cut, 
while perusal of the Harg 
Seng index-futures page on 
his Teletext screen would 
rate about even with ver- | 
bal negotiation of possib.e |$ 

. property deals. — Ee [FI MA 
Judging by his expres- —————— 
sion, Li was undoubtedly stimulated by 
the news conference called on 14 Sep- 

| tember to announce a. F 






by his group, even if the event was an or- 


ganisational fiasco. After allowing the. 
substance of the impending disclosure 
to leak to the press, the group delayed 
an official announcement for eight 
hours after the Hongkong market 
opened, an aspect one would have 


thought the Office of the Securities 
Commissioner should have picked up. 
As Li's aides gleefully boasted, the 


. suspensions of Cheung Kong, Hutchi- . 


son Whampoa, Hongkong Electric and 
Cavendish International represented 
20% of the Hongkong stockmarket's 
capitalisation, removed from the boards 
at a stroke, with undeniable and consi- 
derable influence on the market. f 
Of the crowd at the Li press confer- 
ence, about a quarter were journalists, 
the rest comprising analysts, brokers 
and sundry hangers-on, adding measur- 
^| ably to the carnival environment and 
|. electricity, but destroying beyond re- 
demption any chance of gleaning from 

. the hubbub real clarity on the matter. 


The melee, as the Saville Row-be- 


| decked brokers took on the rather more 
humbly attired hacks in an unevenly 







| @ A QUESTION posed as frequently, | 

































| ten yunce a HK$10 billion. 
' (US$1.3 billion) fund-raising exercise . 


contested scrum, was undoubtedly en-- 
tertaining to those not required to be in- | nei 
volved, as confetti-like bits-of press re- | tl 


S pare H 





lease complemented the hysteria, but 
the spectacle left some participants 
palpably drained. Why else would Li be 
allowed to get away with inadequate 
explanations for this mammoth rights 
issue? Other than a HK$3 billion 
strategic stake in Cable & Wireless plc 
(C&W) — bought and presumablv paid. 
for before the press conference — and'a 
long-standing capital commitment in 
Hongkong Electric, Li gave no plausi- 
ble explanation for the biggest fund- 
raising exercise in Hongkong's history. 
Judging by the sub-underwriting 
support, there will be little difficulty in 
getting the issue away, and after a 
momentary retreat the group's share 
prices have begun to move 
ahead of their pre-suspen-- 
sion levels, but one sus- 
pects this response owes 
more to relief that a much- | 
feared event has now trans- 










over a substantial cash call. 
The wider Cheung 
Kong group's collective 








| Cheung Kong, Hutchison 
| and Cavendish in declining 


tions — followed a wee 














| British group's Hongkong interests, 
mark a rapid acceleration in the tele- 
| communications -sector’s evolutionary 
| process. Hutchison’s cable-TV part- | 
ner, the much-maligned British Tele- 
com, must be wondering about Li’s 
next move, always assuming all con- 


consortium to carve up the Hongkong 
telecommunications sector, present and - 
future. The territory has a long history. 
of compromise following consultation. 
-© WHAT price a property company 
"with no land bank, one building ap- 
proaching completion and a single deve- 
lopment plan on the drawing boards, 
with a portfolio of fully occupied office 
property whose income growth is reliant 
on upward rental revisions. The same 
company has financing capacity coming 
out of its ears and a dwindling head-of- 
fice team beginning to rattle around in 
the space they occupy, giving them 
plenty of room in which to spread the 
| Situations-vacant notices. 
It would be crass and uncharitable to 

























as well 
office. 






‘development scheduled for comme 


aggressively large investment projects 
` After successively shifting the domic 
-of the group companies to Bermuda 
E | precautionary hedge against 1997, itr 
“| pired than to exhilaration | see s fre 
| toinvest will be exercised in Hongkong 


stake in C&W — heid by. | 


| but. undisclosed propor- |. 


dater by plans to merge the | ; 


Li’s hyperbole, at least as displayed 
press hard-nosed Wall Streeters. 


cerned have not agreed on an elaborate | _ AN) x e 
“panies had anything that might attr 


| market. Li himself will beon hand toen- 


Volvo, a garish and upmarket clip join 


| cadres, though the bill for a few hour 
| capitalist hedonism will commonly 
| ceed China’s annual per capita inc 

























House and Harcourt House, as wel 
proceeds from the sale of the Tregunt 


apartments and the Tai Tam develo 
ment have come in, Land's debt will. 
less than HK$2 billion, compared with 
around HK$4.7 billion now, and insig- 
nificant in relation to HK$25 billion of 
assets. E 

Gearing up to only 40% of share- 
holders’ funds — hardly unreasonable 
for a property company — would take 
borrowings to HK$10 billion, resources 
not especially stretched by the one 


cent in the foreseeable future, the 
HK$400 million, 9 Ice House Street 
site. Chairman Simon Keswick says 
Land now has the freedom “to pursue 



























or other investment opportunities 


mains to be seen whether this freedoi 
@ CHAIRMAN Ronald Li ofthe St 
Exchange of Hongkong was in gar 
















Coast. The story of Hongkong is no 
particularly difficult one to sell, giveni 
Obvious successes, but Shroff suspec 















his press conference, will do little t 


. Asked why he felt Hongkong : 





















US investors, Li offered as part of h 
answer the suggestion that company di- 
rectors in the territory perform their 
functions from a sense of civic duty, un- 
like their counterparts in the US or 
Europe, who were in it simply for the 
money. This argument was all the more 
preposterous coming from Li, whose 
opportunism, benefiting the exchange 
and himself, though not necessarily in 
that order, is the stuff of legend among 
brokers in Hongkong. i^ 

The 400 delegates from Hongkong 
invading New York early in October in- 
clude representatives from some of the 
territory s. top companies — fror 
Hongkong Bank to Jademan — and in- 
deed prospective new entrants to the 
















tertain questions on one of his own.in 
vestments, the soon-to-be listed Clu 


well *protected" and popular amo 



















. ^" Profit up 49%, with Maxim's included for the first time. - | : 
mw Acquired 25% of Kwik Save, the UK's sixth largest supermarket chain. | 


= œ Equity base doubled V 
x = 33 more retail outlets in Hong Kong and Austra'ia. | : 


| rovel to operate in Taiwan received. | 
-m Investment properties sold for approximately H«$1,0C0 million. 
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T - Government api 































e remainder of the year is encouraging with strong growth 


lin the second half for the 
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1986 
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^. .— Profit attributable Wr | 
| to shareholders 172 3$ [78 | 289 
| Dividends |. . : | | E (30 








Earnings per 
ividend per ordinary share oo | 2.5€ 











Dairy Farm International Holdings Ltd 
. (Incorporated in E ado uda v with limited SAEI. cae 2 
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| ByColin James in Wellington 


hile most stockmearkets were 


climbing to new highs in the first. 


half of this year, the New Zealand mar- 

ket was in free fall. Over the past three 
months, however, it has rejoined the 
high fliers and analysts expect it to hold its 
current strength — with sorne volatility. 
















the most spectacular performers of 
1986. It more than doubled. from 
1,916.15 on 3 January oa the Barclays 
Index of 40 leading stocks to a high of 


the i increase E in six weeks from 
| on 18 May. Even at that. level, 813 66 
downsi de movement. 


Instead it recovered, hesitantly at 


$ priced. But since the end of June the ris 


has been dramatic, as foreign investors 


stimulated by selectively positivi 
ers’ reports, and private joeal inv 
have poured back in. The Barclays: 


18 September — 41% abcve the trough. 


1e puzzle | is why this happened 


. short-term and bond interest rates an 


^t heading for serious -ecession. 


RA H30June | NZ$:.84m 
New Zealand T! 2m) : 


The New Zealand market was one of 


3,912.93 on 10 November, with most of. 


| brokers foresaw potential for more | 


ta 
series of new records up to 3,968.89 on ` 


At close on 22 a a ed it was at 
07.52. | 


the economy is at best flat and at worst 
_ stockmarket accurately reflecting the | 
_ current state and likely 12-month future | 


: ji New Zealand's bul market appears somewhat fragile 





il Challenge, the biggest company by - 
: | capitalisation, rose 41% between the 18 
| ira trough and 21 September. Among 
Other strong performers, the second- 
„Tanked Brierley Investments (which | 
owns or part owns a range of companies 
|in productive ente 
, first as institutions gingerly began to buy ` 
|. blue-chip stocks then considered under- | 
















big Dp rien among the top 44 com- 
| panies, 

Land. September. 21. and only eight falls. 
.However, across the market as a whole, 
| the proportion of those posting falls was 
_much higher — 30%. The New Zealand 
Stock Exchange capital index, which | 
covers the whole market instead of the 
leaders, posted a more modest 35% rise 


after many investors got badly burned in | 
the slide early in the year, and at a time | 
when there is a continuing run of high. 


ae E Y30June | HK$419.1m +158 | HK$5b +56 20% 
(US$53.7m) jet m i: 






of the economy would be, at best, limp- 


-Chase (principally involved in commer-. 
cial property) 56%, and New Zealand 
Forest Products, 38%. Fletcher Chal- 
Tenge and Brierley together account for 

about 30% of the Barclays Index. = 


flecting the less im 
among second-rank companies. 


ing along. 

The answer lies in the nature of the 
latest climb. Whereas in 1986 there was 
a strong speculative element, with 
heavy buying of investment and prop- 
erty companies, many with only brief 
histories and unproven performance, 
this time the stocks that have led the 
market have been in many cases, in the 
words of one broker, the "doing" com- 
panies — companies involved in. -pro- 
ductive activity, 

For example, the shares of Fletcher 
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rprise) rose 64%; 











The rise has also mainly involved Bi. 


6 posted rises between 18 May 





etween 18 May and 18 September, re- 
mpressive performance 


Even this is a paradox, as normally a 


rise in the leaders flows through to a rise 







| Minas : 
|HK$601b | 427 
1(US$7705m | — 












tain. In the year to June 1987, Fletc el 


for the internationalised compa 


ternal economic problems — 90- 


; PP control. 





improvements 


forced through many of New Zealan 
previously protected manufactu 


` future market performance and 
| it from the overall economy. 


 mentators think it will for a month 


| who know what they are buying. 


Net excludes extraordinary profit of A$90.99m vs ce 
profit of A$21.84m. A rise in tax expense contributed ta 
profit decline. : 


Announced one-for-four bonus issue. Buoyant wd 
stockmarkets helped profit growth. 3 


| Tax expense increased to NZ$2.66m from NZSt Tm T 
pepsye roseto M$24.7m from M$4.6m previously : 


L Company was spun off from Hongkong Land in August 
| 1986 and is now 34% held by JardineStrategic Holdings. 
Net excludes extraordinary gain of HK$358m from th 
] sale of«most of the company's land bank compared wi 
1 year ago gain of HK$19m. 





to lies ar Joas ot the. leading 
anies. This trend was ep 
jattle by 12th- ranked 5q 














a, 
Brierley has long had a ados 

sence offshore than a: home through it: 

subsidiary companies. Industrial Eq 

in Australia and Industrial uit 

Pacific in Hongkong, as well as in. 

















Challenge earned haif its profit fr 
offshore investments, principally in the 
Canadian pulp-and-paper indus 
which has made it the world’s secon 
biggest newsprint producer. In the coi 
ing year that pope of pr 
likely to rise substantially, as its h 
based activities reflectthe flatness | 
New Zealand economy. pe 
Foreign investors, so far mainl fo 
Australia and Britain -have tende 

























so are not worried by New Zeal 

































commercial bills locked into the 19-2 
range, an exchange rate correspon 
. ingly. overvalued as foreigners cas 
and an inflation rate that is still runn 
around 10% after nearly three years ol 





“Few big locally onented compar 
kept pace with the Barclays 
e exceptions have been those s 
ing the benefit of the often r 
in managemen 
reorientation of activity. now 





These changes make :t hard to pr 


Will the run continue? Most cc 


two. But they also agree that it i 
and volatile and a market only fo 
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143.50 
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17.58 
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ECONOMIC | INDICATORS — SELECTED ASIAN COUNTRIES | 
a eo ee 
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US$8.05b 
*11.23 
* 28.40 
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5 * 
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June 82-May B3 —- 100 
102.8 


(1) Official and other estimates of GDPTGNP in Japan) (2) Consumer Pricelndex A — (3) M2or or currency plus bank deposits — (4) Peninsular Malaysia only 
(5) IMF definition of reserves minus gold except encept io d. (6 Customs basis (7) fob (8) cif (9) Excluding petroleum products — (10) M3 





| 


al 


HONGKONG: A: mid-session, punt- 


No news is bad news 


TAIWAN led gainers in the region in the period to 21 Sept., on news of cuts in some official fuel prices. Loss 





leaders were Malaysia and Singapcre in the absence of positive news. 


TAIPEI: The market continued its ad- 
vance, helped by a government an- 
nouncement that the prices of fuel oil 
and commercial electricity would be 
lowered. Turnover reached an all- 
time high of NT$27.5b (US$913.6m) 
on 21 Sept. compared with the aver- 


age daily volume of NT$21.95b. Ce- 


ment performed well, with Taiwan 


Cement rising 23% to NT$68. 


ers unloaded shares in the Cheung 
| Kong group following announcement 


^ 
m". 
h- 


Á 
- 
1 
‘ 


of massive right issues by its com- 
m. However, buyers returned in 
force towards the end of the period. 
Hongkong Land rose 10 HK cents 


| (1.3 US cents) over the day to close 


^ 
1 


| 
| 


at HK$8.45. Turnover totalled 3.9b 
shares, worth HK$13.2b. 


. TOKYO: Shares fell 123 points over 


three days then regained half of that 
decline on 21 Sept. in heavy trading. 
Steel stocks were among the brighter 


sectors on prospects of a rapid re- 


covery and telecommunications firms 

advanced ahead of the NTT sale in 
_early November. Fujitsu fell ¥30 (21 
-US cents) to ** 1.390. Turnover aver- 

aged 1.14b shares, worth Y 867b. 





MANILA: Counters suffered substan- 
tial losses early in the penan as confi- 
dence started to filter back into 
the market, brokers said. Average 
daily turnover was P111.58m 
(US$5.4m), down 15%, on 1.39b 
shares, up 31%. Lepanto-B gained 
8.5% to P0.51 while Lepanto-A rose 
4.8% to P0.44. Among losers, San 


| Miguel-B ended 10% lower at P180. 


" y 


bh. & ^w 
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SINGAPORE: Trading continued to 
be thin and prices fell steadily over 
the period in the absence of any posi- 
tive news. Bargain hunters appear- 
ed briefly mid-period. New listin 


p fu^ hipyard closed at S$2. 


; & o. 


(US$1.40), down nearly 50 S cents on 

its grey-market price. Volume aver- 

a - hing shares a day, valued at 
Im. 


KUALA LUMPUR: It was a period of 
persistent selling, which began with 
as an uncertain trickle but developed 
into a full flood. Brokers attributed 
the sudden fall at the end of the 

riod to stop-loss selling. Shell 
ost 25 M cents (9 US cents) to 

M$7.75. Volume averaged a measly 
10.14m shares a day, valued at 
M$21.34m. 





118 E. ] s . rus . 
& t- ĝi ^» Mb à lias ME ub ; rias 


















AUSTRALIA: Investors rushed mar- 
kets foliowing presentation of a new 
federal budget. Building and con- 
tracting stocks benefited from the in- 
troduction of negative gearing while 
banks were firm following govern- 
ment approval for David Jones Ltd to 
raise its stake in a bank. Some 1.16b 
shares were traded, worth A$2.9b 
(US$2. 1b). 


NEW ZEALAND: The market surged 
to a new record high and many brok- 
ers expect the market to break 4,000 
over the next few weeks. Overseas in- 
terests stimulated buying despite a 
new high in the Kiwi dollar which 
broke 64 US cents. Brierley rose 15 
NZ cents (10 US cents) to NZ$5.25. 
Turnover was 85.32m, worth 
NZ$201 9m. 


: The market strengthen- 
ed further. led by cement and textile 
groups. Thai Industrial Gas headed 
the rising stars, clesing at Baht 288 
(US$11.20), up Baht 88 over the 
period. The hardest hit was BAP 
while other big losers were Union 
Pioneer and ITF. Volume over the 
period amounted to 21.8m shares, 
worth Baht 4.165. 


SEOUL: The market declined as in- 
vestors took aos Construction 
stocks, one of the year's leaders, 
dropped 3.6% while machinery is- 
sues were off 3.2% Sam Hwan Con- 
struction fell 7.7% Daewoo Securi- 
ties, one of the previous period's big 
gainers, fell 6.4%. Average daily vol- 
ume rose to 5.7m, worth Won 80.7b 
(US$100.2m). 


BOMBAY: There has been no trading 
on the market since 18 Sept. because 
brokers were protesting the con- 
tinued ban on forward trading and 
other curbs. Fears that the govern- 
ment might impose a surcharge on 
corporations to meet additional funds 
required to tackle a drought problem 
further dampened sentiment. Tisco 
lost Rs 40 (US$3. 18) to Rs 640. 


NEW YORK: Fear of rising interest 
rates dampened market sentiment, 
analysts said. Profit-taking on recent 
blue-chip leaders. particularly in 
drugs and technologies, added to the 
overall decline. Volume for the 
riod totalled 84.86m shares. The 
organ Stanley Capital Interna- 
tional Index eased 4.3 points over the 
period ending 18 Sept. to 477.9. 

















Hampton. & Sens, the laxis in UX Estate Fen can assist vou to bug: sell 
manage and arrange finance foryour UK house or flat. 
Call Philip Jackson on 5-8104838 or telex 61851 FPEHK HX 
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| EFFECTIVENESS | 





The Review knows “hat a consistent presence in the 
International Classified Section works, and so does Philip 
Jackson of First Pacific Davies who wrote the following 
letter to us: 








SALE 
BROOKLYN NYC USA 
10,000 sq. ft. on 2 drive in. floors. 
Drive in elevaeor. No columns. M 
Zoning. Very rear metrotech develop- 
'Tøleg./Mail Bax 1166. Madis 
Station, NYC *01 59. 


AUSTRALIA 




























ELIZABETHAN 
VILLAGE PERTH 


Exceptional opportunity to acquire a suc- 
cesstul business, with room. and plans; 
for future expansion. 


NEW YORK 


Experience an incomparable blend otl 
comfort and exeallence. Fully managed 
[ apartments at Central Park. i 


Rc 
























1487. 
pep! ss2? 









igi Sunes 


2 : CARA dL. nesun, re singani be, i n Pr f tion. 
; use of sports ‘PHUKET | B Projet Evaluatio | 


Al nirect Meg Transactions 














‘ripe for investment. rp : 







nai 
i uc KONO. 











d och $ 












enr an SESON peopta Ties 


MANAGER > 
INTER! it 











92626, US. A. 


pijas 
























* 


The Review not only targets vour message to the highest 














































concentration of the affluent and influential in the region, aA lochtc Oe P ERSONAL. | 
but, more importantly, in the words of Philip Jackson, institut : E 
secures ‘very good response’. For tan. % oe by Business Sources or 
i , mrmigretion Laws wel 
* ; ; ‘ Boa irt g 
Don't wait for your competitors to discover the value of pipi eee! a Discretion assured, 
this new and unique advertising vehicle, discover it for Gymnasium Typus B + D AUGUST BEQUAI, Alioiney ehh 
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Handeisdiplcmschulte (aida. Diplom) 









Suite 820, 1401 New York Ave, o 


yoursel first by contacting: N. W., Washington, D. C. 20005. 
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^ (is etidm ais: Phone: 202-347-1288 
Hillary King | Primerechule 5./6. Klasse Telecopy: 202-879-5773. 
ic lassifi nag German Course for 

Internatie nal C ed Ma m er Non-Garman speaking students 

Far Eastern Economic Review Please contact Mr. Heinz Gal/mann, 

PSOE ex 99 Glouce ! Rend Hoehalpihes Tóchter-Institut Fetan 

GPO Box 160, Ho gkong : CH-7551 Flan / Switzerland 

Tel: 5-293123 Telex: VAD HX Phone Switzerland 84 /90222 
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3 if» Wali of Swat was the stuff of 
legend. Edward Lear wrote a non- 
sense rhyme about his ancestor the 
Akhund of Swat (*Who or why or which 
or what, is the Akhund of Swat?") and 
the Queen of England stayed in his 
home. His visitors’ book reads like an 
International Who's Who. He was sub- 
ject of novels and serious academic 

ks (of the latter, the latest is The /ast 
Wali of Swat by Prof. F. Barth). After 
ruling with absclute power one of the 
most turbulent areas of the world, he re- 
tired to live in peace and honour among 
his people. 

The Wali Miangul Jahan Zeb died, 
as he always prayed he would, quickly, 
and is remembered with respect by his 
people. On the same day, 14 Sep- 
tember, a recorc 50,000 people, inclad- 
BA tne president and the prime minister 
of Pakistan, gathered for the burial. 

In a demotic — even anarchic — age 
the spontaneous reaction of the peo- 
ple was amazing. Shops, schools and 
even hospitals on hearing the news 
closed immediately as a mark of hon- 
our. The poor chanted mong yateeman 
sho (we have become orphans). Women 
cried “we are sartor" (black head, sym- 
bolic of a woman being without a pro- 
tector or a guardian). He was one of the 


last living rulers of the old states of i 


South Asia. 

The state of Swat covers 4,500 sq. 
miles, the average size of a district in 
South Asia. It was not important in a 

eo-political sense in the Great Game: 
it had no border with Afghanistan. But 
its history, its stores of Gandhara 
statues and ruirs, its association with 
legendary figures from Alexander the 
Great to Winston Churchill (Churchil!'s 
pas is still marked at the entrance to 
wat) made it a tourist attraction. Also, 
its natural beautv. High mountains, per- 
manently covered with snow, rushing 
streams and green rice fields charac- 
terised the picture-postcard beauty of 
Swat. Above al! was the figure of the 
Wali of Swat, the symbol and central 
figure of Swat society and history. 


The Akhund. a religious leader who | 


fought the British in the last century, 
provided the spiritual base for political 
leadership in Swat. His descendants 
converted this to a state formally 
recognised by the British. The ruler was 
given the title of His Highness the Wali 
of Swat. When Pakistan was created 
in 1947 the state willingly acceded to 
it. Two years later, the old Wali st2p- 
e down in favour of his son Jahan 


The 20-year rule of Jahan Zeb is seen 
as the golden age of Swat. He super- 
vised the building of schools, hospitals 
and roads with energy and passion. He 
possessed the rulers’ two qualities: ccm- 
passion and justice. Also the two cardi- 
nal principles of good administration: 
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accessibility and mobility. Justice was 

rovided, keeping the balance between 

slam, tribal tradition, the power of the 
big lardlords and the needs of the poor. 
Temporal power thus reinforced spiri- 
tual authority. Law and order were 
rigidly maintained and peace reigned in 
Swat. Pakistan honoured him with titles 
and the rank of major-genera!. In 1969, 
when Pakistan absorbed all its states the 
Wali retired from public life. 

The Wali’s appearance was Western- 
ised — cleanshaven, wearing felt hats, 
ties and English suits. But he never 
missec one of the five daily prayers or a 
fast during the month of fasting. A 
strict, almost Victorian disciplinarian, 
the Wali lived according to a set and un- 
bending schedule. A forceful personal- 
itv, strong men were reduced in his pre- 
sence. He was not easily impressed. In 
1960 when British Embassy officials 
drove to Swat and conveyed the good 
news that the queen would be his per- 
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The last Wali of Swat: 


loded: 
“Three days! What will I do with that 
woman for three days!” Once planned, 
the visit was a great success 

Tothe end, he remained aconfirmed 
and umabashed Anglophile: in dress, in 
depormment and in behaviour. His 


sonal guest for three days he e 


three-course meals were standard 
English fare starting with Mulliga- 
tawny soup and ending with apple pud- 
ding. 

Remaining aloof from Pakistan poli- 
tics, he nonetheless maintained an im- 
portant connection through his family. 
His eldest son is a member of the na- 
tional assembly, another son is in the 
provincial assembly and a nephew in the 
senate. 

In South Asia where rulers were not 
known for their financial integrity, the 
Wali was an exception. 
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handed over the state to Pakistan he 
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voluntarily surrendered his offices, 
lands and transport. Unlike other 
affluent Swatis he did not possess a 
single house outside the state (in Is- 
lamabad or Peshawar). His only house, 
the “palace,” was modest and func- 
tional, no bigger than that owned by 
most badri. He never regretted sur- 
rendering everything to Pakistan. The 
only regret he ever voiced to me, with 
sorrow in his voice, was the indiscrimi- 
nate cutting down of the olive trees after 
they became government property: He 
had imported them from Italy and had 
tended them with care. 
His life spanned the transition, the 
s baai changes, in Swat society. 
ransition from a tribal, materially 
poor, isolated community to one ir- 
revocably connected with the 20th-cen- 
tury world; a world symbolised by the 
presence of the video-cassette recorder 
and the Kalashnikov in almost every 
home. 


S its absorption by the state the 
law and order in Swat has deterior- 


~ ated. Looting, kidnappings and murder 


are common (recently about 36 vehicles 
were held up for a leisurely three hours 
on a highway). Police stations have 
been burned down in anger. A popula- 
tion explosion has shot up prices and 
frayed tempers. Not unnaturally, peo- 
ple of all political shades look back with 
pA and yearning to the age of the 
ali. 

The death of the Wali signifies the 
pene of an era in Swat. his un- 

ending dignity and unwavering 
strength of character he stood like a col- 
ossus over Swat even after its absorp- 
tion, as a district, into Pakistan. In an 
age of pygmies, a giant has just passed 
away: the void will hasten the processes 
of disintegration and change in Swat so- 
ciety. 

In today’s age of telecommunica- 
tion, mass media, democratic yearnings 
and anarchic impulses there is no place 
for an ex-absolute ruler. Once de- 
throned few can live among the people 
they once ruled. It is a tribute to the 
Wali that after losing his state he con- 
tinued to live in his own home with hon- 
our. Before his death, he sent me a let- 
ter. “Pray,” he wrote, “I die with izzat, 
honour; nothing else remains." The 
prayer was answered by the unpre- 
cedented outpouring at the burial. 

— Akbar S. Ahmad 
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Dispelling the clouds 


Fadlullah Wilmot's comments on Mus- 
lim refugees [LETTERS, 10Sept.] disturt 
me somewhat. Is he inferring that as *. . . 
most of the world’s oppressed today are 
Muslims,” the world is split into two 
warring camps — Muslims vs non-Mus- 
lims? Surely the real issue here is that of 
oppression and persecution, and Wil- 
mot's comments only cloud this very ur- 
gent problem which needs serious at- 
tempts at resolution or at least, allevia- 
tion, not further controversy heaped 
upon it. 

Incidentally, where does Wilmot ob- 
tain his figure of 80% (of the world’s ref- 
ugees) being Muslim? Does this figure 
also include Muslims who are *. . . op- 
pressed in so-called Muslim countries 
...2” Tt would be interesting if he could 
also quote the proportion who happen 
to be Asians, women, “leftists” or “intel- 
lectuals!” He alse says that the Irian Java 
problem cannot be connected to Islam 
as Indonesia bases its policies on the 
Pancasila ideology. By the same reason- 
ing, the Russian, East European and 
African “problems” mentioned cannot 
be put down to religious grounds as the 
governments of these countries are 





either communist or secular-based: 
rather, these problems are political. Let 
me remind Wilmot that other religious 
linguistic and political groups in these 
and other countries are also oppress- 
ed. 

What about the (Christian) seces- 
sionist problem in southern Sudan 
whose rebels are fighting against the im- 
position of shariah laws, among other 
things? Non-Muslim countries are con- 
cerned and are trying to help refugees 
everywhere too. Witness the generous 
humanitarian gestures of the Filipino 
and Thai peoples who have accepted 
thousands of Vietnamese and Cambo- 
dian refugees despite their domestic 
problems. In Sri Lanka, Hindus, Mus- 
lims and Christians alike suffered great- 
ly during the four-year insurgency. | 
leave it to other readers, particularly 
those living in the countries Wilmot 
mentioned by name, to respond to his 


_ charges of oppression. In the interest of 


Asean solidarity, however, | shall ask 
him tc clarify how Muslims m southern 
Thailand and Philippines are oppress- 
ed. 

Let's look at this issue in the right 
perspective and address the oroblem of 
refugees fleeing from persecution and 
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abuse of human rights, whatever their 
creed, colour, class etc. Maybe then, we 
can begin to take concrete steps towards 
resolving their plight. 
Brunei 


'Agnostic' 


Confusion over rights 


I was dismayed by the ignorance shown 
in Ho Fee Ying's rather spiteful letter 
[10 Sept.]. Not only is it clear that he has 
no idea of what is currently happening 
in Hongkong's democratic debate but 
he also displays an alarming ignorance 
of what constitutes democracy. In parti- 
cular there is a confusion of the differ- 
ences between voting, democracy and 
freedom. After all, even the most total- 
itarian states, including those which call 
themselves democratic, have elections. 

His lack of opportunity to practise 
democracy and exercise a number of 
freedoms that Hongkong people take 
for granted may be behind the confu- 
sion, but surely the Malaysian Chinese 
have more reason than most to be aware 
of the difference between having a vote 
and having a say. 

Ho should remember that I, he and 
others that are now called orang pen- 
datang (refugees), have "rights" and 
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| forded full citizenship rights and a vote. 


__| Hongkong doesnot remove his ri 


Hongkong 





| votes only bec; se of B 


that non-Malays in Ma ay 


He should be informed that there are 
indeed elections in Hongkong albeit at 
the municipal level, a right which does 
not exist in Malaysia by the way, and be 
assured that not being a resident of 
ts to 
comment on its affairs, no matter how ill 





informed his comments may be. 


My points are emphasised by. the 
necessity to ask, reuctantly,. the 


its government, whether as permanent 
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1 Rangoon 
REVIEW to grant me anonymity. the | | = 

. same sort (or far more critical) of com- 
ments were made about Hongkong and: 





vice to Burma 


Congratulations to Salai Mang Lian 
Khai [LETTERS, 20 Aug.| for having 


people; for hitting the nail right on the 


l | S Shareholders ) 


| 
| 
| 


done a great service to Burma and its | 
| Bank of Commerce (BOC) and B 
head, that is, telling them (Burma's rul- | 


ing elites) what they really are, and for | 


exposing the ogre behind the prince's 
mask. — 

His letter reflects the view of the still 
silent majority in Burma. + 
- ‘A Dissident Puman 


| National traitors 


| the bank have growa from M$3.2 
| lion to M$16.9 million. These shre 
| moves then enabled Fleet to undertak 


(Soarce 
















» It was reported in ate 
had acquired the ba‘ance of th: 
in its commercial banking sub 


turn had acquired a eontrolling sta 
a merchant bank. Meanwhile, profit 


| public listing of BOC with conside: over 


| ease. In any event, ithas been reporte 
| in parliament that in ine with the Ban 


| It was with great concern that I started | 


resident or not, it would not be neces- 


sary to hide behind a pseudonym. 
In the same LETTERS column: I am 


reading your articles on Fleet Group [3 | 


| Sept.]. It must have taken considerable 


| gust 1987.) 


| effort and rather close contacts with in- | 


sure that all Malaysian refugees from | 
the New Economic Policy will welcome _ 
Fadlullah Wilmot's assurance that non- 


Muslim's are noto pp in Malaysia. 
As an orang pendatang who has appa- 
rently been awarded konorary bumi 
status he surely speaks with authority. 


Hopefully, we shall now see a reverse - 


refugee flow — from his native home- 
land to his adopted homeland. "s 
“Grang Pelarian' 


Kiwi challenge 


Nice try, Murray, me old mate pend 


TRAVELLER'S TALES, 17 Sept. but it 
ain't going to rub. The -acehorse Phar 
Lap was born and bred ir New Zealand, 


not Australia, and no amount of repeat- 


ing the same ‘old lie is- going to change | 


that. Why else is the horse's skeleton re- 


else is there a sequence im the Austra- 
lian-made film about the champion in 
which the editors of a Sydney n 





siders at Fleet Group to unravel such a | 


detailed and extensive story. 


However, after having finished read- | 


| ing the articles, I had to contend witha | 

| familiar fact — a style of journalism |. 
| very similar to numerous other. con- | 
certed efforts by a number of foreign | over its initial investment. 
publications attempting to discredit the | 
| management and owners of a Malaysian | 
j| company (and by extension Malaysia) - 
| based on sources of information which ; 
| you alone deem “reliable.” — : 


AS an observet, who fervently be- | 


‘and Daim 
alays National 


sationalism. _ 
Perhaps the following would add a 


benefit of open-minded readers. 


pews- ` 


paper draw up alternative banner head- | 
lines before a big race, one saying “Aus-_ 
tralian Horse Wins in Mexico,” and the - 


other, *New Zealand Horse Loses in 
Mexico"? Next you'll be predicting that 
an Aussie horse is going to win this 
year's Melbourne Cup, when everyone 
knows that pigs can't f y. 
Seoul 


Rules of the road 


Referting to the TRAVELLER'S TALES 
[1 Oct.] penultimate paragraph about a 
car prang involving four deaths, one 
serious, I refer to the Rules of the Road 
issued by the Japan Automobile Feder- 
ation in 1979. Appendix four (“point 


^:The entire world has over recent 
years been stru 
onslaught of a deep recession. Without 
a doubt, Third World commodity-ex- 
porting countries such as Malaysia felt 
the brunt of it: This has necessitated 


| domestic adjustments by business lead- 


John McBeth | 


system for revocation of driver's li- 


cence”) states in paragraph three: types 


| of traffic accident, death degree of the 
be liability: 
| points; not Serious death, loss of nine 
| subsidiary, American Malaysian Insur- 
| ance (AMI). At that point of time it ap- 
peared that AMI was operating at a 
| loss. However at the point of divest- 


serious death, loss of 13 














injury, category seri- 


ous, loss of nine points; act serious, loss 
of six points. So pick the bones out of - 
that lot. Welcome SUM 

Tokyo 





Mike Hambley | 1 | men 


ers and entrepreneurs the world over, 


the major among which are corporate | 


restructuring and. divestments. How- 
ever, in the case of Fleet you have chos- 
en to inte 
the end of Fleet. 

From publicly available documents, 
it is apparent that in late 1986 and 1987, 
Fleet undertook a divestment exercise, 
a move considered normal in these 
times. In addition, a little study of 
Fleet's moves would have indicated that 
Fleet was in fact capitalising on earlier 
corporate exercises. The fo lowing are 
some examples: 


» In 1984 Fleet bought out the minority 


foreign shareholders in its insurance 








ruggling to cope with the. 


ret this as the beginning of : 


, the company was ss showibg f returns 


| lieves in balanced reporting, I note that - 
| you have deliberately chosen not to 
| mention any of the positive achieve- - 
| ments of Fleet Grou 
: | Zainuddin, the United | 

| Organisation (Umno) party treasurer, - 
and also have attempted to distort 
| events at the company to achieve sen- 
siding in Auckland Museum (Tar afraid | 
you Aussies only got the skin)? Why | 
| sense of balance to the articles for the | 


bles paid a higher price for a 2096: 
is in itself reflective of the favo 
terms obtained by NET. You men 
| that Fleet will even:ually: have. to 


‘mately 30% manage to retain control. 


‘that while approximately M$50 million 


‘the date of the published accounts 






























































ing Act, Fleet will aave to reduce its 
shareholding to 51%, which would re 
sult in handsome capital gains. (Source 
BOC Prospectus published on 28 Al 





» In respect of Sistem TTelevisy n 
laysia Berhad (STMB), the entire coun 
try knows that Fleet promoted the 
vate TV station in easly 1984. It appe 
that the speedy and efficient implem 
tation of the station kas enabled Flee 
achieve enormous returns eid quad up 


Even to a laymaa like me it ‘see 


However, you have hosen to inte 
these exercises as savage operat 
a Fleet bent on milk:ng a cash rich 
Straits Times Press (Malaysia) (NS 
In any event, frem NST's poi 
view the various accuisitions spea 
themselves. With the listing o BO 
am sure NST stands %0 gain handso 
from capital appreciation. In res 
STMB, the mere fact that Malaya 


control of NST if it is to adequa 
tify its borrowing problems. In fo 
countries, I notice that major. 
holcers with shareheldings of appr 








So why should the opposite apply to 
Malaysia? In addition you indicated 


(US$19.8 million) was raised from these _ 
divestments to NST Fleet has raised a 
further M$75.45 million from inter- 
company advances. I wonder whether 
the amounts raised »y Fleet were used 
to repay these advasces or are in addi- 
tion to them? Maybe you should check 


against transaction dates. i: 

As an Umno meraber, even if Flee 
which obviously is self-funded, never 
contributes to the ccffers of Umno, the 
mere fact that Fleet nas been successfu 
in putting Umno's and the ruling Na- 
tional Front's viewpoints and achiev 
ments to the electorate, which is well re- 
flected in the resounding victory of the 
front in the last elections, is payme 
enough. ` 

On greater reflec:ion, it appears: 
your article is politically motivate 
the primary aim of d'screditing the 
surer of Umno. By extension, 





e entire Malaysian. Gay 

Since when has the REVIEW or Nick 
Seaward become a party with vested 
interests in the continuing ‘squab obles 
. within Umno? | 

. Your articles on United Malayan 
; Banking Corp. (UMBC), Faber Merlin 
and Peremba seem to have a common 
theme — all of them being the targets of 
-misdoings by the Umno treasurer. Un- 
` fortunately, you failed to establish a case. 
|. To my mind, Fleet's abortive. at- 

„tempt at the purchase of UMBC only re- 
- flects the fact that the authorities dic not 
bend backwards to accommodate Fieet. 


In respect of the acquisition of | 
_ lish TV3, the acquisition of a merchant 
; bank, the turnaround of its insurance | 
_ company and commercial bank and the 
transforming of the company into.a di- 
| versified conglomerate with dominant 
| stakes in the field of bankin 
, and broadcasting, apart 

. paper operations. If you were. not driv- 


.Peremba, you yourself have provided 
-the answer as to why Fleet chose to 
forgo its downpayment of M$16 millior 
to the Urban Development Authority 
(UDA). You have inferred: that 
_Peremba has taken a significant beating 
with the plunge in property prices anc 
this. may very well justify Piers dias ' 
feos with: he lanes: Ss TÉ 


pumiputra aka in 1983. = 
You have indicated that the minister 


tedious). hé Feed iL. ie car aime Of rroczonéders ^ 
covpenkiion, dar AMA Kei alüraptay indieidial emere niat 
ne OE AMA HMM rr I oha ti : 


ATUM meen HERNEN 250 diia moet erc Huc; (Prem mettre. 


; Koon? or donde MOHTQAGES On BND ender ne en 


; aS" n rameesceie] ae ee ee 


ALT RORIZED TO — AT rh Prasat RATES Gioco 423 E ENNA amy 
Fetihpent Eee o: Wo tele ene. once, 


ORGANITATUmtS 
Vries Of vivit cepidcdation qid. the incer 


CHANGED QURI NG 


"m 2: 
WAS MFT XA CHANGED At 
PRECEDING TT MONTHS d RECEDING VI MONTHS 


y MAUS renee REGUESTED Since ATOM WOELDWIDE 

X Sa Hom: ORRE Mud caria, ire rn m 
& TOTAL, AS Anu ^*süESTED CHACULATIOR WORLEW M o5 
L 


T paer TATON a "AL, CARBA "IE MEANS AN 1 
PALER, SE LIMAN PARS CANO ON FAEG SDE $ i 


"n cece 
me shows are connect and conelete 


e | en by si 


al ings, has 


SECURITY HOLDERS — on HOLDING ARNT wes ORE OF TOTAL 


q that. epoca ‘te the boari ccf, 
| Peremtba need the prior approval cf the | 
| minister: of public enterprises. In any 
| event, why the attempt to identify the | 
: problems. of a Peremba operating unit | 
| with that of Fleet when you know that 
_ the deal was never consummated? . 


The Umno treasurer’s role in the 


| growth of Fleet Group has net been as 
| negative as you have made it out te be. 

| His cortributions to the Fleet Group 
| were many, the major among whicivin- 


clude the securing of a licence toestab- 


insurance 
rom news- 
inister motives, you would have 
| lighted some of his ach:eve- 
an entity like Fleet, with the 
rce of funding being borrow- 


to | it has today, itis a rather good reflection - 

e es | on the management of the company. 

does: not in any way reflect e e | 

ail to see how Fleet could have bought 

aber. Merlin shares from Daim hen 
in 


Instead of attempting to seemingly 


 champien the cause of some disgruntled 
embers, your journalistig skills | 


Umnor 


would be better employed cisewhere, 


particularly with the numerous scandals | 
with strong moral implications ir the — 
 Westerr world. Perhaps 


cerperate 
abuses of the nature of the 


Ivan Boesky insider forays - 


should provide you with a 


subject of greater intrigue | 


and challenge. In the end, 
I am only convinced th 
an- extensive article wi 
from the very beginning 
has a strong slant towards 


the negative cannot but be | 


driven by evil motives. 1 


am also convincec that | 
someone has svstemati- 


cally and deliberately col- 
laborated with you in dis- 
 crediting the Umac mea- 
surer. A person with such 
-disloyal traits would: mos: 
certainly have ail the riak- 
ings of a national traiter. 
Kuala Lumpur Z.E. Hamzah 


e Nick Seaward replies: 
The address given by Ham- 
. eah in his tetter is thai cf his 
father-in-law. Hamzan is 
actually the political secret 
ary of the Minisiry of Fi- 


nance, . under. Dawn. Zai- 


nuddin... 9 
For a sen ior m omber: of 
-the minisiry to tabel my 
i informants -as . "uaüfiona: 
traitors” 


| pointed only in Apri 


Mor. having re- 
vealed that a prre com- 


trol regulations, is illuminating. The 
irony may. be: lost on Hamzah: he — 


_in common with the Fleet Group — 
t fails to see that there. might be a 


difference between the interests of 


| the taxpayers and the interests. of 


Umno. . 
is it in. the national interest fora pri- 


. vate company to use us political connec- 
| tions to evade exchange control regula- 
| lions; or-the unauthorised usage of pub- 
| lic money for its own ends; or the siphon- 
"ing of money from a 5095-owned sub- 
|. sidiary of a state agency? 


Contributions to the growth of the 


| Fleet Group by Umno treasurer Daim 
| have been great. Indeed, as I tried to 


point out, in his position as. finance 


- minister, Daim continued to help. out 
: Fleet after his resignation ta the ex- 
. tent that Fleet felt confident enough to 
. offer Pernas a major stake in a merchant 
- bank. via a purchase of a state-owned 
. bank's shareholding by Bank of Com- 
| merce — a move which would have re- 
| quired Daim's prior blessing. 


Daim was the.common thread that 


| ran through Fleet and Peremba and ihe 
attained a corporate stature as | 


investment strategies of both companies 
were in many respects identical, due to 
this common thread. Incidentally, not all - 


| the Faber Merlin shares were acquired 


by Fleet through the special bumiputra 
issue. As is quite clear from Desa Pachi's 


. interview in the New Straits Times on 23 


April, about 17 million shares were ac- 
quired from a private company owned 
by Daim. | 

As for NST's purchases of Fleet as- 
sets. these were listed merely to demon- 
strate that Fleet has been raising money 
through the steady liquidation of its best 
assets and that many of these assets have 
been kept in the family by selling them to 
the one cash-rich company under Fleet 


|. control. There was no suggestion in my 


story that NST was ripped off — indeed, 
I would have thought it highly unlikely 
thata merchant bank such as Amanah- 
Chase would have risked its reputation 
by advising the minority shareholders to 
buy dud assets. 

As for Hamzah's suggestion that the 
money raised from these sales may have 
been used by Fleet to pay off the M$75.45 


| million in short-term advances, ! am sure 


that minority shareholders would be de- 
lighted to hear that if it were true, but like 
everyone else, they will have to wait until 
the 1987 annual report is published in 
order to find out. 

As for Peremba itseif, itis a fact that 
the minister of public enterprises was 
given.a series of special briefings on the 
extent of the problems of Peremba. It is 
also a fact that all UDA nominees to the 
board of Peremba resigned in October 
and November of 1985 and were reap- 
aril this. year. In the in- 
terim period, Peremba was under the full — 
managerial control of Fleet, even though 
— as Hamzah points out — the sale was 
never completed. 
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sia's dominant share of world rubber and paim-oil 
markets is shrinking. while neighbouring countries, 
which have.the advantage of abundant cheap labour, are ope nine à 
sa pecs pee arri pagis To retain its postion j| REGIONAL AEFAIRS 
as market leader, Malaysia is relying on its formidable re- | ma. pamnant a roata 
search capabilities in order to increase. plantation yields i epee end. 
mA and reduce labour costs — as well as trying to keep this re- | Philippines: Left quick march 
WE search out of the hands of its rivals. Kuala Lumpur corres- |. Foreign relations: Climb-down if ie AME 
pondent Nick Seaward assesses Malaysia's chances of re- | __ ‘Re-education’ students freed : 
maining the most efficient rubber and palm-oil producer, | Thailand: Forgive and forget 


i kong: Hat in hand in bs: 
and looks at its attempts to equecze the last drop o rev n eraty Ta 




































enue from the land. KMT's big five 

Page 88. Cover illustretion by Morgan Chua. South Korea: Olympic muscie-flexing : 
Burma: The rebels counter-attack 
China: A clash of nationalisms 






















Page 12 : Page 76 ‘Learning from history Mes are 
Col Rabuka mounts a second mili- | Japanese Prime Minister Nakasone | fir en sedulo 











. announces a special US$2 billion aid 
„fund for Asean but member states re- 
spond with demands for low cr zero | £ 
interest rates and no trade strings; ate po ooo 
tached to the loans. | c4 [E ARTS & SC 
| | Customs: A young Wido 

bridal clothes. MÀ 
Politics: People Power partyrs Over vmro 


tary coup in Fiji to abort the formal 
announcement of a compromise 
. reached by opposing politicians. 





ical inconsistencies 
of a socialist theary 
lands across the sea . 


China: ideo 
dn search o 






















BUSINESS AFFAIRS 
1 Economic relations: A golden handshake : 












Seoul's trade frente moi 












































































ANS WEL from Japan — 

| Page 14 | | x Page78 | Royalty routine in Seoul s 
The Philippine Left, ot its now i poli |] A merger of British-based Ca E rd | Companies: C&W's party line in Hongkong = cw 
- tical bodies and commarist guerillas . Wireless’ two Hongkong subsidiaries | E Doubts one cable vision —__ 

put pressure on Aquino. - 5 . .| might strengthen local support and |. vestiment: Taiwan e now akuo s- T 

"LM ee | Cover story: Malaysiais racedo stay ahead — Ls 
22 -—-D | deflect cem of its role i in Tne rune ]. The search for a better yield 

Human-rights ¢ groups cail for a gen- | vd i TPT. E | “Ambitious Med tr UC : | 

eral amnesty for political prison s ep e87 li “Integrated planning and the livestock. 

mark the Thai king’s 60th birthday, . |. Foreign. investors : are pouring funds |... Option 

27 A j| into Taiwan in the wake of govern- | Banking: Marie ireasure c 
Page is E. > ubilation proves premature 
Although disheartened. by Britain's | Ment efforts to fiberalise the econ- | v in warden 
omy, especially the services sector. ina nb 

agreement with Peking on Hong- | | The China ga a 

kong's future, the outlawed KMT re- Page 101 acini ain eprivate road 

mains the territory's second-largest Manila’s prospects of recovering Serving the people 

and best-organised political party more than US$2 billion believed held | — wanttonearasecrat in Hen gkong? — 108 
fter the communists. | - dn former president Marcos' Swiss - Finance: Discounting ‘heir isi in Tokyo — 116. 

| ;; | bank accounts look bleak despite. ~ Commodities: A meeting of minds. 

Page 35 T public optimism. |j. in Kuala Lumpur — 

North Korea alleges increased US anii | —. | Business extra: Too fast with the ix 

South Korean truce violations inanat- Page 102 : , intheUS 


tempt to raise tensions which might | The volume of world trade may grow | 


upset the staging of the 1988 Olympic by about 3.5% this year, reflecting a REGULAR FEATURES 











Games in Seoul. . | Strong export performance by the US Letters 

38 E |; and some Asian and European coun- Briefing 
Page " . . | tries, says Gatt. . Intelligence 
Sino-Japanese relations sour as ! The Week 
nationalist sentiment in both coun-  Page102  — i .. . Traveller's Tales 





| tries intensifies and apoears set on na Taiwan businessmen hope to see an Eo M NIU. dio 
.| collision course. - ^| easing of the ban on direct trade with. The Sth Column Ada E, S 











B o7 1 China following Taipei's relaxation of. sor - MM C M 
d Pa ct c rbs on ntra or DNE CS 
The Chinese Communist Party's 13th f pec een ver to "e mainland. ae Company Results pii 
national congress is expected to — 4 Exchange Rates 
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REGIONAL 


Indian and Pakistani 

clash in northern Kashmir 
In the biggest encounter since 
intermittent clashes began in 
1984, Indian troops have re- 
pulsed a battalion-size Pakis- 
tani attack across the ceasefire 
line in northern Kashmir. Ac- 
cording to the Indian Defence 
Ministry, the battle took place 
during 23-25 September at po- 
sitions overlooking four moun- 
tain passes which provide the 
main access to the Sia- 
chen glacier arca at heights 
of 5,700 m. 

The possession of Siachen, 
in turn, could allow Pakistan 
entry into India's Ladakh re- 

ion, which is adjacent to the 
inese-held. and Indian- 
claimed Asksai Chin area. In- 
dian officials suspect that Is- 


lamabad wanted to link up its | 


troops with Chinese forces in 
Aksai Chin. An Indian spokes- 


= man claimed Pakistani troops 
suffered 150 dead. 


— Salamat Ali 
Former South Korean 


Former South Korean prime 
minister Kim Jong Pil formally 
announced a political come- 
back on 28 September, pre- 
facing his Ple nomination 
as a candidate im the year- 
end presidential election. The 


hr nephew of assassinated presi- 


dent Park Chung Hee, Kim will 
head the provisionally named 
Republican Party to be formed 
at a convention next month. 

— John McBeth 


at election validity 
Malaysia's dominant party, the 
United Malays National Or- 
anisation (Umno), set up a 
ive-man committee to resolve 
— possibly through an out-of- 
court settlement — the lawsuit 
brought by 12 party members 
challenging the validity of 
April’s Umno elections. The 12 
alleged that several of the 
Umno divisional meetings, at 
which delegates to the party 
assembly were selected, had 
been improperly convened. 

— Suhaini Aznam 


Taiwan face 

jail over ia trip 

Two Taiwan pantera return- 
ing from a highly publicised, 
two-week reporting visit to 
China will face criminal 
charges for their open defiance 
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of the Taiwan Government's 
ban on travel to China. The re- 
porters from the /4dependence 
Even.ng Post, Li Yung-teh and 
Hsu Lu, and its director, Wu 


Feng-shan, will be charged in | 


Taipei District Court with fil- 
ing false documen:s to get per- 


Efe 


, "wt. 
z PASA i a.. d 


f 
t 


mission for the reporters to- 
travel to Tokyo, where they- 


obtained their China visas. The 
three could face up to three 
years in prison. 


— Jorathan Moore > 


Phnom Penh offers 

talks to Khmer Rouge 

The Vie:namese-backed gov- 
ernment in Phnom Penh has 
said for the first time that it is 
willing tc talk directly with the 
Khmer Rouge about a political 
solution to the Cambodia con- 
flict. “We will allow the Khmer 
Rouge party to have a role in 
the negotiations aad a role to 
play in the solution," Premier 


B 
= ees ars e 


ry, 


+ 
» = 
J E 
^ > A 
, * 
du 
* 
e 
« Ls fd 
i 
P E - 
iz 
? v o Ag 
| . C 
* — B 
^ " 
D X 
és 
* » 
* 2 
" 
N3 g- = 
É | 
Ft . » 
E 3 
,Ye- 
p d 
ei 
E 
Fa 
- 


Hun Sen told the Los Angeles 
Times. 

Hun Sen said he was willing 
to talk without preconditions 
to Khmer Rouge leader Khieu 
Samphan about the form of 
government, the constitution 
and the foreign policy of Cam- 
bodia. But he ruled out a meet- 
ing with Pol Pot, Ieng Sary and 
"a number" of other Khmer 
Rouge leaders. 

— Murray Hiebert 


Mice 


Doctors attending Japan's Em- 
peror Hirohito, Bo. say that a 
biopsy of tissue taken during 
an operation on his pancreas 
showed no trace of cancer. 
They said he was recovering 
well iom surgery to relieve 
o c caused by what was 
ater diagnosed as chronic pan- 
creatitis. As a result of the ill- 
ness, the emperer's trip to 
Okinawa later this month has 
been cancelled. 


— Nigel Holloway 
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BUSINESS 


BN takes over at 
Supreme Finance 
In an unprecedented move, 
Malaysia's central bank, Bank 
Negara (BN). has assumed 
control of Supreme Finance, 
the country’s I1th-largest fi- 
nance company. BN governor 
Tan Sri Datuk Jaffar Hussein 
said on 28 September that the 
move was taken to protect de- 
positors. after consulting Su- 
preme’s board of directors. He 
said Supreme is liquid and 
“should be in a position to meet 
its deposit liabilities,” which at 
last court were M$600 million 
(US$237 9 million). The fi- 
nance cempany’s 70% parent 
Supreme Corp. later said it had 
abandoned a plan to re- 
schedule its debts. Supreme 
Corp. is the former flagship of 
jailed tycoon Tan Koon Swan. 
— Nick Seaward 


China will reduce 

US metal sales 

Following complaints by US 
manufacturers — r sec- 
tion 406 of the Trade Act — 
that imports of Chinese 
tungsten were harming US in- 
dustry, Peking has agreed to 
UNE export curbs. In 
1986, Chinese exports of 
tungsten worth US$12 million 
constituted 85% cf US imports 
of the metal. The US Interna- 
tional Trade Commission ruled 
that the sales caused market 
disruption, leading President 
Reagan to decree an orderly 
marketing agreement. China's 
1988 export limit will be 1.94 
million lb (vs 2.4 million Ib in 


1986), rising to 1.94 million Ib | 


in 1989 and 2.05 million in 
1990. — Nayan Chanda 


Australia restricts 


Australian Treasurer Paul 
Keating announced a tighten- 
ing of centrols on residential- 
property purchases by forggn- 
ers on 2€ September, oping 
a recent boom in Sydney an 

Melbourne real-estate values 
in which Japanese and Over- 
seas Chinese buyers were 
promineat. Such purchases 
could in the past be made freely 
for any One property valued up 
to A 000 (US$438,000). 
Now, all must clear the Foreign 
Investment Review Board — 
except for those by Australians 
abroad, intending migrants 
and foreign firms beying staff 
housing. —- Hamish McDonald 
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will cut 


orld rice trade is to fall to its 
lowest level in a decade in 
1988: 10.6 million tonnes, or 
13% below 1987's levels, ac- 
cording to a US Department of 
Agriculture (USDA) forecast. 
The USDA said the decline 
was largely due to lower pro- 
duction in Thailand and Pakis- 
tan because of poor weather 
(REVIEW, 10 Sept.), and de- 
creased US stocks and produc- 
tion. It said wealthier countries 
in the Middle East and EC 
were unlikely to cut im- 
ports due to higher prices, but 
nations in Africa and Latin 
America might do so, or buy 
wheat instead. 


— A Correspondent 
SES, KLSE put off 
commission 


The Stock Exchange of Singa- 
pore's (SES) plan to introduce 
a graduated commission struc- 
ture received another setback 
on 26 September when broking 
members of the Kuala Lumpur 
Stock Exchange (KLSE) failed 
to agree on drafting of the 
amendment to its rules. The 
SES will hold to its blanket 1% 
rate until the KLSE agrees to 
the change. Introduction of the 
new rates (a range of 0.5-1%) 
has been postponed until the 
KLSE redrafts its rules, a delay 
privately welcomed by brokers 
on both exchanges — who feel 
the proposal, put forward by 
the Monetary Authority of 
Singapore, was not motivated 
by market forces. 

— John Mulcahy 


group fiscal results 

ustralian brewing, trading 
and financial conglomerate El- 
ders IXL reported a 122% in- 
crease to A$400.9 million 
(US$291.8 million) in net pro- 
fit for the year ended June, on 
revenue up 36% to A$10.6 bil- 
lion. The year was marked by 
massive expansion in brewing, 
with the purchase of Britain's 
Courage for A$3.47 billion and 
Canada's Carling O'Keefe for 
A$413 million. Shareholders, 
who received a one-for-three 
bonus issue in November and a 
one-for-seven bonus in April, 
will get a 10 A-cent final di- 
vidend fully *franked" for im- 
putation, bringing the year's 
total to 17.9 A cents. re- 
sults are Elders' last in its pre- 
sent form, as it is to split into 


separately listed entities from 
the next fiscal year. 
— Hamish McDonald 
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| PAST GHOSTS 
|. Philippine opposition p liticians i in 


Manila are planning to 
under a rehabilitated ^ 


asa vehicle to unif 


nite soon. 






Party. Most of the leading 
politicians in the Philippiaes today 


were once members of the old party 
of ousted president Ferdinand - 


Marcos, and they plan to resurrect it 
their political: ^ 


. campaign against President Corazon 
. Aquino. Ironically, the plan is to 
' make Aquino’s dissident Vice- —. 


| President Salvador Laurel titular ` 
head of the party, while cther leading | 
_ lights will include former Marcos. 


ministers Juan Ponce Enrile, Blas - 
-Ople and Arturo Tolentino. ` 


|. PULLING RANKS 


z The enrolment of 50 non- 


| commissioned officers at "Thailand's. 


| Chulachomklao Military ‘Academy... 


| this year is seen as an attempt by Thai h 
| army commander Gen. Chaovalit — 
' Yongchaiyut to bolster his popularity 

| among low-ranking army personnel. 


Only a few of them have deen 


| accepted annually in the past. The - 


young sergeants, join two new classes 


expanded intake, comprising bright 


| of officer cadets numbering 175i in 
| each class. 
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i representation in Washington i is- 
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THE WEEK 


CHINA 


Hongkong Governor Sir David | Wilson 


arrived on an official visit (23 Sept.). Play- 


wright Wu Zuguang, one of. several promi- 
nent intellectuals who were the target ofa re- | 
cent crackdown of liberal dissent, said he had. 


received official permission to visit the US 


- (27 Sept.). 


Fil 
The military chief Col Sitiveni Rabuka 


1 staged his second.coup in five months, im- | 


posing an overnight curfew. after closing 


down news paper and commercial radio and. 
overseas communications (25 


cutting of 
Sept.). Rabuka said that Fij: would quit the 
Commonwealth and becomea republic on 10 


October and called for a constitution under 


which ethnic Fijians would cominate parlia- 


. ment (27 Sept.). Governor-General Ratu Sir 


Penaia Ganilau refused to step down after 


"E being dismissed E Raviks (29 Sept. i 







| being upgraded. Until now, the 
| Hongkong Economic Affairs Office, 


opposition ES 


Y tained. ab ut it 20 suspedtád Si Sikh lertorists qo 
Sept). Eight people were killed and 28.| 
wounded when a bomb exploded at a busy: 
"bus station in Morvi town in Gujarat, the 
Press Trust of India said (24 Sept.). About 
-200 Tibetan exiles. demonstrated in New: | 
- Delhi against alleged executions of three | 

Tibetans in their homeland, it was reported | 
| Sri Lanka's peace accord (29 Sept. ). 


: TAIWAN 


A boui 10 ‘000 people turned up at a rally | 
4 supporting direct. elections cor the territory 
` (27 Sept.). 


| INDIA 


attached to the British Consulate 
General in New York, and the 

_ Hongkong Government Office of the 

| British Embassy in Washington 
looked after Hongkong’s interests. 
But from 3 October, the Hongkong 
office will be moved out of the 
embassy to downtown Washington, 
its head will be upgraded from 

“counsellor to a minister — a higher 
diplomatic rank — and it will take ` 
charge of North American. 
representation. 


| POTTING A RUSE 


Rumours earlier 
this year that 
: Khmer Rouge 
| leader Pol Pot was 
| ill were a clever. 
..| Chinese ruse. 
Some early . 
reports claimed 
he had terminal 


Chinese leader 





fe ————— even cryptically _ 
. 'told a visiting | dignitary that "the 
Pol Potpi "Pets julg take care 






woe pb now € y cdticlade. 
report of his serious illness 


(dw | was sn ulated by the Chinese i inorder 


(29 Sept.). 


JAPAN 
- © The.chief.court surgeon said that Em- 
-peror Hirohito, who underwent an operation 
“on his pancreas and intestines, does no: have 
cancer (29 Sepr.). 


NORTH KOREA 

... The North Korean navy detained two Ja- 
-panese ships that “intruded” illegally into 

Se). Korean waters, Xinhua reported (24 
| pt 





President Corazon (apno, in Man 
: Sept Y 


dantis Dii epe ^ 












































it does not Yin any restriction on- 


territory and that therefore it 


| forced to revalue next year,either |. 


Washington or because of rising 


lips ING 
The Thai Gi 
allow North Korea to increase the: 
| strength of its trade delegation in - 
Bangkok from eight to 18. The mo 
-| follows Thai Foreign Minister Sidd 
| Savetsila's visit to Pyongyang in: - 
August, during which the North - 
| Koreans pledged to boost the volum 
of Thaii imports. The South Korean 
Government is not pleased over th 
| development but has been given 
| assurances that Bangkok has no 
intention of approving North Kore 
| long-standing request to open an 
| oe in ne i l'hai 


cancer. A senior. de 


| (26 Sept). Indian troops opened fire on 


~~ About 100,000 people held a rally against | 


nd  rived on an official visit (25 Sept.). 


. VIETNAM 






: are believed to be the remains of 


nister Kim Jong: Pil | 
: rican soldiers who died in the wa t 

































to stave off Western pressure fo 
removal. 


DOLLAR DOLDRUMS 
The US Treasury Department is again 
putting pressure on the Hongkong __ 
Government, gsi and trough | 
London, to revalue the Hongkong 
dollar upwards against the US dollar 
Washingtonisapparently not — 
satisfied with Hongkong's argument 
that, unlike South Korea and Taiwan 
the entry of US goods into the 
deserves more lenient treatment. US. 
speculation is that Hongkong may be 


because of diplomatic pressure from. 


inflation. 






yvernment has agreed | 








A abe of the dominant Tamil mili 
tant group died on the 11th day of a hunger 
strike, touching off fresh violence in Ja M 








stone-throwing Tamils in eastern Sri Lanka, — 
wounding two people (27 Sept.). The Tamil 
Tigers agreed to cooperate in implementing - 














The two journalists who visited China in ; 
open defiance-of a ban on contacts with Pe- 

ing face a possible three-year jail sentence 
Q7 Sept.). The government asked the Dis- _ 
trict Court to press charges against the two 
reporters. About 300 dissidents staged a sit- 
in outside the High Court to protest against 
accusations that two former political prison- T 
ers had committed sedition by supporti: nC 
idea of an independent Taiwan m TET: 


THAILAND 
Japanese Prime Minister Nakasone. ar 






























Vietnam gaved a US military t 











By Hamish McDonald in Sydney * | 
| vole his Methodist God and the 
will of his chiefs, Fijian military com- 


again defied constitutional authority in 
his quest to make ethnic Fijians the ea- 
questioned masters in their own lard. 
; But his second coup d'etat has drawn 
_ more outright condemnation from mad- 
.erate Fijian leaders, just as it seemed 
more closely aligned with ethnic ex- 
.tremists and involved greater use of 
force. 
«€ By declaring Fiji to be a *de facto: re- 
vue ui within a few e. of ike second 
: nor Ge 













sh. crate aad his own: C high chiet 
o Ganilau happens to be). \ 





rom involvement and o oppo ients 

silenced, his new regime. could soon 

show a clumsy, ugly twist to a proud 
il. T 





TOF 1, Rabuka met with G 
eposed- prime . minister = 
:Bavadra and the. latter's. predece 
‘Ratu Sir Kamisese Mara, on 30 Sep- 
tember to explore the possibili : 
-a constitutional compromise. F 
E im would be Ene again 







Regional powers 
reject military republic 







move, regional 
shocked when on 25 September he 


The night before, Australian Prime 


ment praising the accord reached by 
former prime minister Ratu Sir 
Kamisese. Mara and deposed. prime 
minister Timoci Bavadra and indicated 
that Australia would recognise then new 
caretaker government. — : 3 

- Hawke's reaction to the co 
blunt, condemning it. and ca 
Rabuka to reve rse his action. 
Ministet HE ^n Was rec: 
a foreign tour to handle the. 













“mander Col Sitiveni Rabuka. has once. 





.an apparent retreat ror €on- | 


>, A ose in retrospect Fijian coup l 

leader Col Sitiveni Rabuka gave 
. plenty of warnings about a possible - 
governments” were | 





| foot” 
mounted his second military takeover. | 


eral — indicating he may have backed 


down and now was prepared te accept 
the governor-general’s authority. . 
Rabuka sent his soldiers to-seize key 
installations and arrest likely critics at 4 
p.m. oa 25 September, a few hours be- 
fore Ganilau was due io make a rational 
radio broadcast setting cut a com- 


promise between Fiji's: main: political 


parties that had been painfully reached 
over the four months since Rabuka’ s 
first coup on 14 May. 


Troops once again. arrested En. 
Labour Party leader Bavadra, the prime | 
minister in a multi-racial but ethnic In- | 
ominated coalition government | 
 electec in April's general election and | 
shortly afterwards ouste by Rabuka’ sj 










then unprecedented r 
been the South Pacific's para 
liamentary democraçy and ra 
ance, 
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quickly played down the idea of unilat- | 
. diplomatic nominations in Canberra. 
Austraia would "shoot itself in the - 
by losing its Fijian markets — 
though this did not stop waterfront | 
,. unions rom imposing a shipping ban. — — 
Minister Bob Hawke had made a siate- | | 
land, Eritain, France, Malaysia, South | 
Korea, Japan, the US, China, Papua . 
. New Cuinea (PNG) and Tuvalu met 
Rabuka on 28 September a: his invita- | 
; tion, bet told him they would: recognise 
: only € Gavernor-General Ratu St Penaia | 
: ol 'state. r 
ins stand i is regarded; as s important, X 

E ae ernment has been slow to condemn 
. |. Rabuka's actions, though it eventually. 
: did after the first coup. Its statements 


eral economic sanctions — arguing that 


Dip omats from Australia, New Zea- 

















Melanesian - 






two Supreme Court judges, trade union- 
ists and journalists (including REVIEW 
contributor Robert Keith-Reid, who 
was released .on 29 September) were 
among two dozen others detained. . . 

Suva had been rocked by violent in- 
cidents since Ganilau finally got talks 
going early in September between Bava- 


dra and Mara of the Fijian-dominated_ 
. Alhance Party. Most of these were the . 
work of young Fijians aligned with the ^ 


radical Taukei (literally, “Landowner”) 
movement which attacks the political 
system adopted on independence from 
Britain in 1970 às a threat to Fijian au- 
thority and culture. Although the gap is 
closing, Fijians form only 46% of the 
715,000 population while 49% are of In- 


hat had | dian race, mostly descended from inde- 
parag n of par- | 
SEYETUh of Bavadra' S s colleagues, 4 


ntured labourers brought to work in the 
sugar-cane fields over 80 years ago. 


Despite constitutional protection of 


land and other vital Fijian interests, the 
election of Bavadra’s coalition was 
proof enough of an Indian takeover for 
the Taukei. 

Targets were individuals and pre- 


| mises associated with Bavadra and the 
Labour Party, or Indian-run businesses, 
with troops and police notably slow to 


arrest until street riots in the capital, 


^1 Suva, on 19 September forced them i into 
1 action, © 


_ along with France, which is under re- 


gional pressure over its Pacific nuclear 
testing programme — in the EC. The 
EC holds a potential sanction, in that 


3 Fiji's preferential access for sugar under 
_ the Lomé agreement might lapse with 
P. the old regime. 


After the “de facto republic" dec- 


; laration, Hayden said Australia would 


not recognise any new government set 
up by Rabuka and would not accept his 


About A$20 million (US$14.7 million) 


in Australian aid ready for disburse- 


ment, save for A$1 million to support 
Fijian students already in Australia, 


' continues to be suspended, while deliv- 


ery of four patrol boats under a military 
aid programme is being withheld. 

. Rabuka's greatest hope for sym- 
pathy in the Pacific regionis PNG where 
his first coup unleashed a wave of 
„xenophobia in Port 





Moresby offi 
Prime Minister Paias Wingti’s gov- 
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aim. 








expert. Terms of reference stipulated an 


. commendations of a Fij an-dominated: | 
" in August a 71-seat unicameral parlia- 


. Chiefs (GCC — a meeting of the tradi- 
" tional leaders which sends a smi 


| ture and a direct strike against the re- | 
S lationship between the Queen and Fiji.” . 


be that the governor-general was the | 


















. Vesikula called it a “sell-out” and said. 
the “right solution” — either the chief's 
plan or declaration of a republic — 
should be imposed by force if necessary. 

Although insisting he was not him- 
self a Taukei member, Rabuka admit- 
ted after the coup to objectives "along 
the same lines" and said there seemed 
“no other way now" than to declare a re- 
public. He hoped Ganilau would agree 
to become the first president, and had 
made it clear the governor-general 
would be removed if he stood in the 
way. 

This might be easier said than done, 
cas Rabuka discovered when he ap- 
peared at Government House on p? 
September carrying the. traditicnal 
tabua — a whales-tooth gift to atone for 
his action to a man who is not only con- 
| stitutional authority, but also Rabuka's 
. former battalion commander as well as 
t paramount chief. Ganilau was reported 
| to have declared: “It will take lions to 
' move meoutofhere."  - 
| "With only a: dozen chiefs cabling 
. their support for Rabuka, he found | 
| | Mara's former deputy prime minister. 
| Ratu David  Toganivalu behind 
janilau. “If he attempts to put a finger | conf.dent of a wave of racial pride sw 
the governor-general, this country's | ing aside the doubts of those : 


he retreat was a concession by A: Pup in flames,” said Toganivalu. Mara ; riots wondering whether he is lea 
| the Fijians forward or backwards. 


By 2 September, Mara and Bavadra 
had reached a compromise which Gani- 
lau readily accepted. The two ex-prime 
ministers agreed on equal representa- 
tion for their parties in a ‘oint caretaker 
government. In the crucal question of 
constitutional reform, the two parties 
would each put three members on a 
review committee chaired by a foreign 





a “shattered man” who 
work wasted and now 
would be short of food and 
year's end. | 
Sugar growers — 70% of ns 1 
ethnic Indians — have been reluctant 
harvest this year's crop of what has trad 
itionally been the country's bigg 
foreign-exchange earner. And Fiji's 
ond most important industry, touris 
has yet to recover from the effects of t 
first coup, with both Australia and New 
Zealand advising their nationals to 
avoid the country until the situation be- 
comes clearer. | 
The immediate pressure on Rabuka 
is inside Fiji; with Ganilau, moderat 
Fijian politicians and chiefs and. th i 
judiciary trying to face him down. 
Announcing his *de facto republic," 
Rabuka said the constitution was abro- 
| gated, judges dismissed and the office of 
governor-general abolished. Rabuk 
said he hoped to soon release Bavadr 
and other detainees, by then though 
number less than'a dezen. ; 
Asa popular soldier, sportsmz 
|. lay preacher,. Rabuka was do 
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early return to full parliamentary demo- 
cracy; full account to be taken of Fijian 
aspirations, and a framework for a 
“multi-racial society in which the rights 
and aspirations | of all communities are 
safeguarded . . 

This review would pav “due regard” 
to — but was not bounc by — the re-: 





















constitutional body set ap by Ganilau: 
after the first coup. That body proposed 












ment elected entirely by communal rolls 
with 41 seats going to Fijians, key posts 
reserved for Fijians, and the governor- 
general selected by the Great Council of 


























to the upper house under the 1970 
stitution). fe 





























repaid by Bavadra dropping the | himself kept silent: Prrordiig n to ason in i 
Supreme Court action cue for hearing | 
on 29 September against Ganilau's dis- |. 
solution of parliament after the.14 May MMC. NS 
coup. It seemed even further from the | Sw dw. 7X P AZAR NM 
GCC's hope of a Fijian-only franchise | m - a Lv S 
exercised through traditional cader- 
ship. | 
Within two days, Rabuka wa 
expressing his doubts and warnii 
possible action to overturn the agre 
ment. Taukei spokesman Ratu Me 














have generally taken the line that out: 
side powers should let Fiji settle its own 
affairs. That Rabuka’s actions. might N "E S a s 
have seriously damaged the most “op- Wao NG BASA - e 
pressed” Melanesians — the Kanaks in | à ne x | 
New Caledonia — does not appear to. | ish 

have been addressed in either Port QNEM 

Moresby or Suva. TOME 


» Colin James writes from Wellington: . 
New Zealand's initial response. was re- 
strained, with Prime ‘Minister: David 
Lange on 25 September ruling out mili- - 
tary intervention, though he called the 







| the chiefs did not reverse the coup, 
| there would be an end to such limited | 
aid as had been reinstated after the orig- 
.inal military takeover. In addition the 
coup “deplorable” anc advised New | military cooperation ended in May | 
Zealanders not to travel there. | would not be resumed, and Wellington 
But two days later, Lange said: “Itis | would not enter into negotiations for 
clear that the attack by the army and by | a continuation of its concessional sugar 
the colonel was an attack against the | purchase agreement. | 
traditions, against Fiji’s hierarchicalstruc- | Marshall said New Zealand would | 
reduce the level of diplomatic contact | 
and would be looking closely at New | 
Zealand's involvement in multilateral | lomats in New Delhi believe Ind 
aid projects. Noting. that tourist and | would like the Commonwealth su 
legitimate head of government. And on | trade activity between New Zealand | to explore the possibility ofa solution. 
29 September, after a cabinet meeting, | and Fiji had both fallen off, Marshall | ceptable to TA widest possible. 
Foreign Minister Russeil Marshall told | said New lan € ooking , Section of both of Fiji's main 
reporters that if by the end of the week with other countries at Omer decis di communities. — Hamish Mc 


The' second military takeover has à 
tracted the widest possible media attet 
tion in India in terms of headlines bi 
evoked restrained editorial reactions. 
An official statement issued on the day 
of the second coup strongly condemne 
the military's action and declared that 
India regretted the abortion of the p 
cess of national reconciliation at a time 
when the Fijian political parties seemed 
to have reached a compromise. D 































The New Zealand line continued to | 
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Left quick march 


Aquino comes under NPA and union pressure 


By Rodney Tasker in Manila 


he radical Left is having a fied 
day in the wake of the 2R Augus: 
coup attempt by ultra-rightists in the 
military. Having already enjoyed a 
E of "democratic space" durin 
resident Corazon Aquino's shaky 1 
months in wer, the Left is now 
exploiting the current political con- 
fusion to take the initiative on al! 
fronts. 

Since the coup, the New People's 
Army (NPA), the armed wing of the 
outlawed Communist Party of the 
Philippines (CPP), has been on a new 
offensive in rural areas close to Manila. 
Meanwhile, legal. though militant, left- 
ist groups, smarting from the recent as- 
sassination of one of their leaders. 
Leandro Alejandro, appear to be gea-- 
ing up for a new confrontation with the 
government. 

The powerful Kilusang Mayo Uno (1 
May Movement) labour movement has 
threatened widespread strikes in central 
Luzon over the government's failure tc 
grant an immediate across-the-beard 
P10 (50 US cents) increase in the mini- 
mum daily wage. “We will now push 
through a sectoral struggle,” Baltazar 
Pinguel, assistant secretary-general of 
the leftist Bayan umbrella group. told 
the REVIEW. 

The murdered Alejandro was a 
leader of Bayan and, if the estimated 
100,000 leftists who turned out for his 
funeral procession through the streets 
of Manila on 29 September — the 
largest peaceful protest since Aquino 
took power — is taken as a gauge of 
anti-government mood, Aquino is 
going to be given an increasingly rough 
ride by the Left. - 

So far, the government's only reac- 
tion to the onslaught has been some 
strong military reactive strikes to match 
the NPA in the field. Daily banner 
headlines in Manila’s freewheeling 
press have indicated battles raging be- 
tween the NPA and government troops, 
first in the Bicol region — six provinces 
stretching along the southern Luzon 
penneum, southeast of Manila — and 
ater closer to home in Bulacan pro- 
vince, just north of Manila. 

With aggressive NPA activity also 
reported in other provinces close to 
Manila, an atmosphere has been 
created of a capital almost under siege. 
But the reality is far less alarming, and 
the most immediate, potent threat to 
Aquino's government still appears to 
come from the violent Right, currently 
led by fugitive coup-leader Col Gre- 
gorio Honasan and the hundreds of dis- 
affected troops he could command if 


14 


he wanted to launch another putsch. 

The battle in Bicol, an impoverished 
rice- and coconut-growing region 300 
km fror1 Manila, began shortlv after the 
attempted coup when the NPA blasted 
four bridges leading into the regior, 
cut a rail link and knockec out five 
power-transmission towers. This was a 
new departure for the 25,000-strong 
NPA —- only half of whom are esti- 
mated to be armed — as the rebels had 
previously concentrated on military 
rather tian economic targets. 

The attacks on lines of communica- 
tions, together with stepped-up harass- 
ment of security forces in the region, 
seriously disrupted the region s access 
to Manila and the rest of Luzon. The 
reaction in Manila was an uncharac- 
teristically severe edict by 
Aquino ordering a mili- 
tarv solution. The military 
was “free to do anything it 
wants m any offensive" 
in Bicol, her spokesman 
said. 

The result was, by 
Philippine standards, a 
massive influx of troops to 
reinforce the four army 
battalions stationed in the 
region. Armed forces 
chief of staff Gen. Fidel 
Ramos ordered in two bat- 
talions and two companies 
of the army’s crack Scout 
Rangers. Anti-communist 
vigilante groups, quietly 
encouraged and armed by 
the military, sprang up 
throughout the peninsula. 


Som 20 people were 
killed in the small 


town of Palangui, Albay 
province, alone, according to local esti- 
mates. They were killed by both NPA 
liquidaton squads and vigilantes — 
fewer casualties have been reported in 
clashes »etween the NPA and govern- 
ment troops. 

Whether it was necessary to fly in so 
many troops, along with brand-new 105- 
mm howitzers and helicopter gunships. 
to fight less than 1,000 NPA guerillas, is 
debatabie. Reports from the region say 
Ranger officers began to wonder why 
they were there, because the NPA, hav- 
ing created their havoc, were quickly 
melting away to the north. 

Nevertheless, hundreds of villagers 
poured :nto refugee camps in the urban 
areas, es much to avoid government 
troops and trigger-happy vigilante 
squads as the NPA. Leftist sources say 





some CPP cadres outside the region be- 


. lieve that by hitting economic targets, 


the NPA in Bicol may have mistakenly 
alienated some civilians. 

Curiously Ramos, having built up a 
force of some 4,000 troops in Bicol, then 
announced that the situation may have 
been part of a diversionary tactic by the 
CPP/NPA to draw government troops 
away from the more “juicy target” of 
central Luzon. 

Analysts doubted whether the com- 
munists were sufficiently coordinated 
under a central command to be able to 
map out and implement such a strategy 
so quickly, though Manila is now having 
to throw in troop reinforcements to bat- 
tle NPA guerillas in a remote, hilly area 
of Bulacan province, less than 100 km 
from the capital. 

The situation has led analysts to 
make a new appraisal of the CPP’s over- 
all. political strategy. The party has 
made no secret of its dismay that it 
failed to take its po at the vanguard of 
the phenomenal *people's power" up- 
rising which swept former president 
Ferdinand Marcos from power in Feb- 
ruary 1986. There has 
been a continuing debate 
among senior cadres since 
then over the wisdom of 
sticking to the CPP's tradi- 
tional Maoist policy of 
"protracted people's war" 
in rural areas, with the aim 
of eventually moving on 
the cities. 

A recent CPP discussion 
po argues the case fora 

icaraguan-style “insur- 
rectional strategy” of fer- 
menting instability in the 
urban areas as a faster 
route to victory than the 
prolonged Maoist strategy. 

The current NPA of- 
fensives in rural areas of 
| Luzon suggest that the 

older, traditionalist com- 
munist leaders following 
the Chinese model are 
prevailing over younger 
cadres, who may want a 
switch of tactics — though it may be ar- 
gued that bv stepping up the violent 
campaign close to Manila, the rebels are 
causing instability in the capital. 

What does seem clear, however, is 
that the CPP believes it is moving closer 
to the "strategic-stalemate" stage of its 
campaign, in which it can permanently 
control areas of the countryside. and 
claim to match government forces, be- 
fore moving on to the final “strategic of- 
fensive," involving conventional set- 
battle tactics against the government. 
That, however, would require an influx 
of heavy gr and, despite recent 
scare stories of foreign shipments of 
arms to guerillas operating in the central 
Visayan region, there is no indication 
that the insurgency is acquiring this 
capability. o 
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For a balanced view on portfolio management, 
aiming for maximum growth and return without 
undue risk, contact one of our experienced 
investment specialists. 


UBS - committed to excellence. 


UBS in Asia and Australia: Hong Kong Branch (13th Floor, Gloucester Tower, 
11 Pedder Street, Hong Kong), Singapore Branch (50 Raffles Place * 38-01, 
Shell Tower, Singapore 0104), Tokyo, Osaka, Bombay, Sydney. UBS worldwide: 
in all important financial centres around the globe. Head Office: Union Bank 
of Switzerland, Bahnho'strasse 45, CH- 8021 Zurich. 
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C.PO. BOX 2810 SEOUL, KOREA 
TELEX: DAEWOO K23341 ~4 
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0 WORLDWIDE SUCCESS IN ONL 


In 1967 the Daewoo Group opened for business with $9,000, fi 
employees, anc an order for a small shipment of inexpensive shirts 
Twenty years leter, Daewoo is one of the world's most diversified < 
dependable supplies with 1986 sales of over ten billion dollars. 
From heavy machinery to microtechnology, ‘rom aerospace to 





rS 


DAEWOO... 1 
'WENTY YEARS? THATS WHO! 


telecommunications, from compact cars to compact disc players, | 
there is no manufacturing challenge too big or sophisticated for 
Daewoo to meet. Why not let the same innovation that expanded | i 


our own business a million-fold in just twenty years bring some of | | 


your own business goals within reach. 


| 





As the airline with the world’s most mocern fleet, we are eagerly following the develooment of this experimental hypersonic passenger aircraft 
which could 5e operating by the turn of the century. Travelling at twenty five times the speed of sound, it would enable us to fly vou from, say 





WHEN THIS HYPERSONIC PASSENGER AIRCRAFT BECOMES REALITY 
IT WILL FLY AT 25 TIMES THE SPEED OF SOUND. 


BUT WE'LL ENSURE THE CHATEAU PICHON LALANDE 
TRAVELS WELL. 


London to Singapore in a mere 50 minutes. Or from San Francisco to Hong Kong in one hour. But rest assured our standard ofintlight service 
will not change. We'll still find enouzhtime for the Chateau Pichon Lalande to breathe before being poured. SINGAPORE AIRLINES 
= Ou a se ese SS 








What lies behind its 
dramatic exterior? 


There's moreto Bond Centre than meets the eye. Hong Kong's newest 
and most distinctive office building is both an architectural triumph and a 
superb environment in which to work. 

Architect Paul Rudolph has designed a podium which draws people 
into the building at both ground and first floor levels. 

The lobby maximises use of light 
and space. Natura! sunlight floods in... 
through vast south facing windows w œ 
creating aftemoon shadows between " 
monumental columns. 

In the podium there will be shops, 
restaurants and quality facilities reflect- 
ing the unique nature of Bond Centre and . 
its tenants. —d — 
FE o dar aT "he ebbe mesi point and a pace of calm.” Paul Raph, 
individual floors are available, from 6,450 to 12,500 square feet net. 


Each tower offers three zones 
offering a variety of different floor layouts, 
each making full use of Bond Centre's 
dramatic architecture. And should 
you require it, Bond Centre's own interior 

—— Qn mame design consultants can provide free 
guidance on floor planning. For more of the inside story, qu. 
simply call or write to Mr Michael Laven or Mr Simon er 


Haynes of First Pacific Davies in Hong Kong. BOND 
Completion Date: November 1987 CENTRE 
Central, Hong Kong 


























FIRST PACIFIC DAVIES 
23rd Floor, Two Exchange Square, Central, Hong Kong. Tel: 5-8104838. 
Sole easing agents. easing agents: HIRST o Tix: 61851 HX Pax: 5-8104313 


FOREIGN RELATIONS 


Climb-down for the dead 


US agrees to private aid for Hanoi to help MIA search 


By Nayan Chanda in Washington 


A’ a result of a series of conciliatory 
steps taken by the USand Vietnam, 
relations between the two countries 
have undergone a quiet improvement. 
But Washington, conce about pos- 
sible adverse reaction from domestic 
opponents of improved relations with 
the communists in Hanoi as well as pos- 
sible criticism from Southeast Asian 
friends, has played down the move. 

The Reagan administration, which 
gave minimum publicity to its decision 
to send presidential envoy John Vessey, 
a retired general, to Hanoi in August to 
discuss American soldiers missing in ac- 
tion (MIA), did not publicise a follow- 
up meeting Vessey had in New York 
with Vietnamese Vice-Foreign Minis- 
ter Nguyen Dy Nien on 25 September. 
In the later meeting, Vessey discussed 
how the US administration planned to 
facilitate private humanitarian aid to 
Vietnam and a Vietnamese plan to ac- 
celerate the search for the MIAs. 

In a calculated gesture a day before 
the New York meeting, the Vietnamese 
handed over to the US remains of three 
missing servicemen, believed to be 
among a list of cases for which Vessey 
had urged a quick resolution during his 
talks in Hanoi. The Reagan administra- 
tion, for its part, is expected to release 
soon a report on Vietnam's need for ar- 
tificial limbs which will be given to vol- 
untary aid agencies. 

The New York meeting followed an 
agreement between US and Vietnam- 
ese officials in which Hanoi reaffirmed a 
prior commitment to help resolve the 
American MIA problem in return for 
Washington's help in obtaining private 
humanitarian aid. "although the Reagan 
administration has played down the i im- 
portance of the move, US officials 
admit in private that a visit by a presi- 
dential envoy to Vietnam and Washing- 
ton's acceptance of an implicit link be- 
tween the MIA issue and official ap- 
proval for private humanitarian aid rep- 
resent a significant coup for Hanoi. 

A key phrase of a US-Vietnam joint 
statement issued on 3 August stated: 
"Specific measures were agreed upon to 
accelerate progress towards exi m 
for Americans missing in Vietnam an 
to address certain urgent humanitarian 
concerns of Vietnam." 

Sources told the REVIEW that during 
the talks in Hanoi, the USside resisted a 
Vietnamese proposal to set up a joint 
working group to consider how to meet 
the humanitarian concerms of both 
sides, fearing that this might lead to the 
use of US Government funds. The US 
side counter-proposed that it would not 
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only refrain from putting obstacles in 
the path of humanitarian aid from pri- 
vate agencies, but would encourage 
such aid if satisfactory progress was 
made on resolving the MIA issue. 
Under the Hanoi agreement Viet- 
nam, as à first specific step, will try to re- 
solve 70 “discrepancy MIA cases" — 
cases of airmen who are known to have 
been captured alive or prisoners who 
died in captivity but have not yet been 
accounted for. For its part, the US, will 
facilitate private humanitarian aid to 
Vietnamese who lost limbs in the war. 
By agreeing to address Hanoi's 





humanitarian concerns stemming from 
the war, Washington has officially 
acknowledged for the first time that 
Vietnam too has a painful war legacy. 
This not only established a link between 
Vietnamese cooperation on the MIA 
issue and aid but also, in the words of a 
US official, “removed Vietnam from 
the pariah status as far as humanitarian 
aid is concerned." 

A number of private American agen- 
cies have for many years offered Viet- 
nam humanitarian aid within the con- 
straints of US law. Now, with the US ad- 





f 


ministration giving its blessing to certain 
types of aid to Vietnam, more organisa- 
tions could come forward with ai 

In the past, the Reagan administra- 
tion refused to corsider Vietnam’s 
humanitarian needs, saying that it was 
politically unacceptable. However, by 
resolving the MIA issue, Washington 
argued, Vietnam wowd earn US good- 

will and clear the decks for normalisa- 
tion of relations — though Vietnam 
would also have to pall its occupation 
forces out of Cambodia. 


Now, in the face of what Washington | 


considers to be Hanoi’s footdragging on 
the MIA question, which Reagan has 
called the US’ “highest national prior- 
ity,” the US administration has con- 
ceded Hanoi's point that “humanitarian 
cooperation" is a twc-way street. Ad- 
ministration sources ustified the con- 
cession on the ground: that Vietnamese 
proponents of better relations with the 
US, such as Vietnamese Foreign Minis- 
ter Nguyen C5 Thach, needed 
to show some tangible benefit in 
order to persuade conservative 
Vietnamese Communist Party 
leaders to con"inue cooperation 
on the MIA issue. 

Washington has tried to 
reassure concerned members of 
Asean, such as Thailand and 
Singapore, that the latest agree- 
ment involves.no change in the 
US policy of i&olating Vietnam 


bodia. 

In public statements, these 
countries do sound reassured. 
Singapore Fo»eign Minister S. 
Dhanabalan told the REVIEW 
that the US concession on pri- 
vate humanitarian aid was “not 
out of line with the general 
policy we have adopted as far 
as aid to Vietnam is con- 
cerned.” He added: “We are 
not engaged n an exercise to 
wage economic boycott of Viet- 
nam, but we teel very strongly 
that there should be no aid that 
would enable Vietnam to im- 
prove its economy. This does 
not mean, of course, that when 
they have a disaster that a 
humanitarian relief eperation should 
not take place." 

However, a senior Asean official pri- 
vately expressed concern that " Vietnam 
has scored a point" by establishing a link 
between aid and the MIA issue. 

In an article in the conservative 
Washington Times, a -ritic assailed the 
US decision to provide artificial limbs 
and prosthetic training to Vietnam as 
“tantamount to supporting the [Viet- 
namese] occupation cf Cambodia and 
future aggression agaiast Thailand" be- 
cause many Vietnamese soldiers are re- 
turning from Cambodia without limbs, 
and ietnamese mines are crip- 
ling Cambodians anc Thai border vil- 


agers. ü 
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'Re-education' students freed 


Hanoi releases some political prisoners held since the war 


By Murray Hiebert in Bangkok 


ietnam claims that fewer than 1,000 

political prisoners remain in re-edu- 
cation camps following the release of 
6,685 inmates, including 480 
and civilian personnel of the former US- 
Rp in Saigon, now Ho 
Chi Mi , who had been held since 
the end of 


e Vietnam War 12 vears 
ago. 
A Hanoi Radio report in mid-Sep- 
tember said that among those released 
were former vice-premier and defence 
minister Lieut-Gen. Nguyen Huu Co 
and other high-ranking military offi- 
cers, including Lieut-Gen. D Van 
Duc, Brig.-Gen. Nguyen Thanh 
Brig.-Gen. Tran Van Chon and Brig.- 
Gen. Vu Van Giai. 


THAILAND 


Forgive and forget 


Among the civilians released were 
former minister of culture and educa- 
tion Ngo Khac Tinh and former attor- 
ney-gemeral Ngo Khac Tinh. These two 
are bebeved to be brothers, and ite 
the fact that their names, when 
Romanised, appear to be identical, the 
first names have different tonal mark- 


ings in Vietnamese and are pronounced 


erently. 


Vietnam has announced releases X 
from re-education camps in the past, — 


but it Fas not reported numbers or the 
names of those released. Hanoi Radio 
described the recent amnesty as 
“larger” than previous ones. 

The radio report said “millions of 
puppetarmy and administrative person- 





A royal pardon is sought for political prisoners 


By Paisal Sricharatchanya in Bangkok 
ij uman-rights groups have mounted 
a campaign to free more than 100 
litical prisoners by December when 
ing Bhumibol Adulyadej marks his 
60th birthday. While the various grouas 
are pursuing different avenues in appa- 
rently uncoordinated moves, their ob- 
jectives appear broadly similar: a gen- 
eral amnesty for the 40 people being 
tried for the September 1985 abortive 
coup, 33 alleged communists, 18 Mus- 
lims convicted for separatism, five peo- 
ple for lese-majeste offences, and 18 
others facing criminal charges relating 
to their political activities. 
“A general amnesty commemorat- 





ing the king’s fifth [12-year] cycle would 
furtherenhance the benevolence of His 
Majest/,” says prominent Thai human- 
rights lawyer Thongbai Thongpao. 
Thongbai and a loose alliance of more 
than 200 Thai lawyers are signatories to 
petitions to be submitted to the palace 
and te Prime Minister Prem Tin- 
sulanomd. Joining the lawyers alliance 
is the Thai Trade Union Congress 
(TTUC), an umbrella body represent- 
ing abeut half the country’s organised 
workforce. The TTUC's petition is to be 
submit ed only to the government. 
Meznwhile, the London-based Am- 
nesty International and another less- 
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nel of the old regime had committed 


crimes against the ple" during the 
war, but added that “only 90,000 peo- 
ple" had served time in re-education 
camps since 1975. The report added that 


known human-rights outfit in Hong- 
kong have issued similar appeals urging 


. people to make petitions to the palace, 


Prem and army commander Gen. Chao- 
valit Yongchatyut. 

Some 20,000 convicted criminals are 
expected to be released — and the 
penalties of many more likely to be re- 
duced — under a separate amnesty 
proposed by the Corrections Depart- 
ment to mark the king's birthday. But 
political prisoners are not part of that 
package. 

However, efforts to seek a pardon 
for the 40 coup suspects are not new. 
Col Prachark Sawangchitr, a former 
Young Turks leader and presently MP 
of the pro-government Chart Thai 
Party, first broached the subject late last 
year. Prachark's sympathetic stance was 
hardly surprising in light of his close ties 
with former colonel Manoon Roop- 
kachorn, one of the suspected coup 
leaders living in exile in West Ger- 
many. 

But Prachark's move was swiftly 
scuttled by the Chart Thai leadership 
following discreet signals indicating 
Prem's displeasure over the matter. A 
senior government source told the 
REVIEW at the time that since the coup- 
makers were plotting to overthrow the 
(previous) Prem administration, an am- 
nesty bill should not be proposed by the 
coalition parties. Two private petitions 
for pardon by the 40 coup suspects were 
presented to the king in August. 

Another amnesty bill for the coup 
suspects — this one initiated by the op- 
position United Democracy Party 
(UDP) in early September — has made 
little headway in parliament. Sticking to 
parliamentary practice, the government 
is unlikely to adopt an opposition bill. 
Although the UDP bill has now been 
incorporated in the parliamentary 
agenda, sources say, it is unlikely to be 
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“only 1% of those originally detained," 
or about 900 people, “are still in camps 
because they stubbornly refuse to mend 
their ways." Hanoi's crities say the ac- 
tual number still being held is many 
times higher. 

“It’s partly a public-relations stunt,” 
a Vietnam watcher commented. “Hanoi 
is trying to suggest to the world that the 
camps are no longer a problem.” Hanoi 
has faced international criticism and 
domestic discontent for continuing to 
hold prisoners in re-education camps 
more than a decade after the war ended. 

Some analysts speculate that the re- 
leases may be part of the larger liberali- 
sation campaign launched late last year 
by the communist party in an attempt to 
rescue the country from its deep econo- 
mic and political problems. But others 
point out that the releases coincide with 
new people being detained. Two Pro- 
testant ministers were sentenced in late 
August to eight years in jail for “preach- 
ing against the revolution.” o 




























taken up during the current session 
which is due to end in November. 
Lawyers involved in the conp trial 
o 


have voiced concern in particular for the 

light of the 33 low-ranking officers and 
abour activists still held in detention. 
The other seven suspects — five former 
senior military officers, including 
former prime minister Kriangsak 
Chomanan, and two labour leaders who 
are also senators — are on bail. 

One irony in the post-coup saga is 
that two of fhose released on bail — 
one-time supreme commander and 
army commander Gen. Serm na 
Nakhon and former deputy supreme 
commander Air Chief Marshal Arun | 
Promthep — still regularly perform 
their official duties as advisers to the 
supreme command and defence minis- 
ter, respectively. 


i; a society known for its compassion 
for the errant, pardoning failed coup- 
makers has been the norm in Thailand. 
Government-initiated ammesties were 
proclaimed within a relatively short 
period after each of the three previous 
major public disturbances — the Tham- 
masat University student unrest which 
sparked off the October 1976 military 
takeover; the short-lived coup bid in 
1977, and the Young Turks’ rebellion in 
April 1981 | 

However, the trial of the September 
1985 coup suspects has prcved to be the 
most complicated in recent Thai his- 
tory. Nearly 200 state witnesses have 
testified since the trial began in 
November 1985. Given that more than 
400 witnesses have yet to be called, de- 
fence lawyers reckon it would take at 
least five years for the proceedings to be 
completed 

Although arrest warrants for Man- 
oon, his younger brother Manas, plus 
another 47 suspects who remain at large 
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have been issued, there is scant indica- 
tion of any serious official attempt to 
have them extradited to face prosecu- 
tion. It is the amnesty proponents' :n- 
tention that they, too, should be par- 
doned. 

Asked recently to comment on 
speculation that the army leadership is 
quietly sympathetic to an amnesty for 
all the coup suspects, the army com- 
mander gave a flat “no comment.” 
Chaovalit explained that a positive ans- 
wer would be tantamount to interfering 
in the judicial process, while a negative 
reply could invite criticism that he is not 
in favour of restoring national unity. 
The government too has kept quiet on 
the subject. 

Of the 33 communist suspects, 18 
were arrested in late April and have 
since been undergoing interrogation 


(REVIEW, 7 May). Officials have indi- 
cated that five of them, including two 
who were alleged members of the Com- 





munist Party of Thailand (CPT) po'it- 
buro, would be released soon for 
"cooperating" with the authorities in 
giving useful information. 

Aside from the coup suspects, com- 
munist detainees and Muslim-separatist 
prisoners, some advocates of the pro- 
posed general amnesty also hope to ex- 
tract a clear-cut legal status for the sev- 
eral thousand communist defectors who 
have been resettled by the government 
since 1980, but whose status has re- 
mained legally vulnerable. 

The defectors, officially called “par- 
ticipants in nation-building,” were par- 
doned by a prime ministerial order. But 
as Thongba: puts it: “The order ts not 
law. The fact that they were at one time 
members of the CPT involved in insur- 
rection makes them liable to prosecu- 
tion under the Anti-Communist Act or 
Internal Security Act — if government 
policy changes in the future.” Offences 
under these laws carry 20-year sen- 
tences. 
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Hat in hand in Peking 


London 'invites' Chinese interference in political reforms 


By Emi’y Lau in Hongkong 
fée British Government is seeking a 
way out of the impasse between 
London and Peking over proposed poli- 
tical reform in Hongkong by trying to 
persuade Peking that direc: elections 
to the territory's Legislative Council 
(the Izwmaking body) are widely ac- 
cepted in principle here and that it 
should be acceptable for Britain to state 
in its upcoming white paper, or policy 
document, on political reform that di- 
rect elections will be introduced in the 


c : 

€ Hongkong Government has just 
finished conducting a four-month-long 
political review during which members 
of the »ublic were asked to submit their 
views on what shape the tervitory’s fu- 
ture political institutions should take. 
More than 100,000 submissions frcm 
the public were received by the govern- 
ments deadline of 30 September. 
The government, taking into account 
these views, plans to publish its 
m paper in January or Februery 
1988. 

Meanwhile, the Chinese Govern- 
ment appears to be toughening its oppo- 
sition t0 the introduction of direct elec- 
tions before 1990, by which time Peking 


constitution, for Hongkong. The Basic 
law will go into effect in mid-1997, when 
the territorv becomes a specia! adminis- 
trative region of China. Pekir g says that 
any political reforms must “converge” 
with the Basic Law and that direct elec- 
tions should therefore not take place 
until the law is drafted. 

Lomdon's latest move tc seek Pe- 
king's blessings on reform is seen as 
something of a climbdown because the 
British Government was supposed to 
have retained full authority over the ter- 
ritory'5 administration until 1397, On 21 
January 1985, then British minister of 
state a: the Foreign Office Richard Luce 
told the House of Commons that “the 
British Government will be responsible 
for acministration of Hongkong un- 
til 1 July 1997. That includes respon- 
sibility for constitutional develop- 
ment.” 

The controversy ever how far Lon- 
don should go in allowing Peking to in- 
fluence its decisions on polit cal reform 
has caused a split within the Hongkong 
Government, according to sources. 
Some senior officials are known to be in 
favour of introducing direc: elections in 
1988. These include 
Chief Secretary | 
David Ford and 
Attorney-General 





Government officials said there was 
disagreement on the issue between 
Hongkong Governor Sir David Wilson 
and Ford. While Ford, a long-time 
Hongkong Government civil servant, is 
cast as a defender of Hongkong’s in- 
terests, the governor is described as a 
“Foreign Office man.” For him, when 
push comes to shove, London will pre- 
vail. 

On 23-25 September Wilson visited 
Peking, where he held talks on the poli- 
tical review with senior Chinese offi- 
cials, including Vice-Foreign Minister 
Zhou Nan. He is expected to hold more 
talks with the Chinese in Peking in De- 
cember. Chinese Foreign Minister Wu 
Xueqian also held talks with his British 
counterpart, Sir Geoffrey Howe, at the 
UN 


The content of the Peking discus- 
sions was kept secret, but the Chinese 
have shown no signs of budging from 
their position. A Chinese statement 
published after the talks put the word 
“review” in inverted commas, which 
some observers have said was done in- 
tentionally to give the impression that 


. Peking disapproved of the Hongkong 
. Government's action. 
will have drafted its Basic Law, or mini- | 


By entering into discussions with Pe- 
king on proposed political reform dur- 
ing the transition period to 1997, Britain 
is seen to be inviting Chinese interfer- 
ence in its democratisation efforts — a 
move which undermines the Hongkong 
Government's authority and does not 
bode well for the “high degree of au- 
tonomy" that both Peking and London 
— said will be given the territory after 
1997. 

Hongkong officials, many of whom 
oppose direct elections, privately main- 
tain that all is not lost. They say that 
public debate on political reform over 
the past two years has alterec China's 
original position on reform and that Pe- 
king may agree to some form of direct 
elections after the promulgation of the 
Basic Law in 1990. 

Britain's lukewarm attitude in the 
handling of the political review was 
underlined by a recent visit to the ter- 
ritory of Lord Glenarthur, the British 
junior minister with cial responsi- 
bility for Hongkong. He declined to 
disclose what criteria London would 
use to assess the results of the political 
review, what it would do if a "clear 
majority" was found to support direct 
elections in 1988 
or even what 
would constitute a 
“clear majority” for 
or against. 
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developing world. Three of these Reuter 
Fellowships will be tenable at Oxford 
University, England, two at Stanford — 
University, California, USA, and one for 
French-speak:ng journalists at Bordeaux 
University, France. 

The Willie Vicoy Reuter Fellowship for 


photo journalists is tenable at the University — 
of Missouri School of Journalism, USA. The. 


1988 Fellowship is open to photographers 
and picture editors from the Middle East 
and Asia (with the exception of Japan 

In succeeding years the Fellow will be 
chosen from cther parts of the 
developing world. | | 


ay 


"broadcast ens mustbe aged between 

25 and 40 and have at ieast five years’ 

. professional experience im journalism. 

< Photo journalist applicants must be aged 

under 35 and have at leastthree years’ 

- professional experience in photo journalism. 
For an application form, please write 

; now in English or French, to the Director 

` the Reuter Foundation (FE, 85 Fleet Street, 


.. London EC4P pia Pogan: 


. Please state whelttinr shia area 
print, broadcas: or photc 





es 


vede 


Mee 


istralia. Telephone: (613)616 6666. 
9, Hong Kong, Singapore, Kuala Lumpur, Malaysia. 








The other party 


Demoralised KMT still faces CCP on ‘neutral’ ground 


By Emily Lau in Hongkong 


aced with the rising influence of the 

Chinese Communist Party (CCP) in 
Hongkong during the transition period 
to the return to Peking's sovereignty, 
the Kuomintang (KMT>) presents the 
image of a demoralised and leaderless 
political force, heavily infiltrated by the 
CCP and unable or unwilling to mount 
an effective challenge to its arch rival. 

However, despite low morale and in- 
ertia, the KMT is still a power to be rec- 
koned with because it is the second- 
largest political party in Hongkong, 
aiming à memberifilg of 25-30.000; 
With its long history in the territory, the 
KMT has considerable organisational 
ability and substantial links with many 
community organisations. Most impor- 
tant of all, the CCP regards the KMT as 
a potential destabilising force and looks 
upon it with great caution and suspi- 
cion. 

Both the CCP and KMT are offi- 
cially illegal organisations here because 
their affiliation to political parties estab- 
lished outside Hongkong prevents them 
from registering under the Societies Or- 
dinance. But the KMT had been operat- 
ing here almost from the time of its first 
stirrings, in 1894. 

Over the years, the Special Branch 
of the Royal Hongkong Police has kept 
a close surveillance on the party. The 
government has strictly limited its ac- 
tivities by refusing entry to many high- 
ranking party cadres anc officials from 
Taiwan. Taiwanese spies are quietly de- 
ported. All of this was partly out of de- 
ference to the communists and partly 
because the government wanted to keep 
a tight lid on political rrvalry between 
the CCP and KMT. "The Hongkong 
Government knows everything about 


FAR EASTERN ECONOMIC REVIEW e 8 OCTOBER 1987 


us. Our phones are bugged and they 
have files on all of us," a prominent 
KMT member said. 

In the past the government has 
played the two parties off against each 
other, using one to counterbalance the 
other when one side threatened to be- 
come unmanageable, as during com- 
munist-instigated riots in 1967. “We 
came out to back the government 
against a transport strike called by the 
communists. We provided over 200 bus 
and tram drivers but we insisted the 
police offer us protection," a KMT 
member said. 

Since the signing of the Sino-British 
Joint Declaration in 1984, which stipu- 
lates that Hongkong will become a spe- 
cial administrative region (SAR) of 
China in 1997, the KMT has given the 
impression that it is a party on the run, 
lacking the initiative and the will to keep 
up its political presence in Hongkong 
during the transition period. Party faith- 
fuls complain about the lack of direction 
and financial support from Taipei. 
There have been some defections to the 
CCP by those looking for better oppor- 
tunities in the future. 


fficially, Taiwan does not recog- 
nise the joint declaration, saying 
that Britain should have negotiated 
Hongkong's future with Taipei, the 
legitimate government of China. But 
Taiwan also has declared it will help to 
reserve the prosperity and stabilitv of 
ongkong in the transition period. 
Taiwan will not offer refuge to Hong- 
kong people after 1997 but will welcome 
investors, it has said. 
An ad hoc committee on Hongkong 
and Macau affairs has been set up under 


Taiwan Vice-Premier Lian Chan. KMT 
central committee deputv secretary- 
general Ma Ying-jeeu said in Taipei 
that Taiwan has a keen interest in the fu- 
ture of Hongkong because it is Taiwan's 
third largest trading partner. But faced 
with the 1997 fait accompli, the desire to 
protect Taiwan's eeonomic interests 
and the fear of being inundated with 
refugees, the KMT finds little room to 
manoeuvre. 

A leading local KMT member said 
Taipei's ambiguous stand on Hongkong 
amounted te tacit recognition of 
China’s “one country, two systems” 
licy. He said the KMT would not with- 
draw from Hongkong unless it is forced 
out in 1997. In June, the director of the 
official Xinhua newsagency s Hongkong 
branch, Xu Jiatun, Peking’s chief repre- 
sentative here, told a private gathering 
of Hongkong journalists that KMT or- 
ganisations are welcome to stay on after 
1997 so long as they recognise China’s 
sovereignty over Hongkong. 

KMT members said the party may be 
inactive, but there is still a let of life in it. 
In a show of party strength, more than 
1,000 organisations were listed in a 
front-page advertisement in the 
KMT or 
October last year — the KMT’s national 
day. 

These included cultural and media 
groups, schools, colleges, cian organisa- 
tions, trade unions, film industry associ- 
ations, commercial and industrial as- 
sociations, martial arts and sports clubs, 
herbalists and residents’ welfare associ- 
ations. On 10 October, the Nationalist 
flag is displayed in many parts of Hong- 
kong by KMT supporters. 

According to KMT members here, 
the partys immediate concern is the 
Hongkong Government's current poli- 
tical review. It is trying to mobilise sup- 
port for direct elections to the Legisla- 
tive Council (Legco — the law-making 
body) in 1988 and working behind the 
scenes to identify possible candidates. 

The KMT's main power base, the 
30,000-strong Hongkong and Kowloon 
Trades Union Council (TUC), has sent 
out surveys to collect members’ opin- 
ions on the political review. In this ac- 
tivity, the KMT has decided to maintain 
a low profile because it does not want to 
provoke the communists into open con- 
frontation or to upset Hongkong peo- 
ple's sensibility by appearing to do so. 

Political observers said the KMT has 
no intrinsic desire to promote demo- 
cracy in Hongkong, but wants to act as an 
opposition to the CCP and to get the 
support of the local people, many of 
whom are amti-communist. However, 
many Hongkeng people do not want to 
be associated with the KMT for fear of 
being branded by Ch:na as pro-Taiwan, 
a label that has anti-patrictic connota- 
tions. 

Another KMT power base is the 
Kowloon Chamber of Commerce, 
headed by Leung Bing-koi, a member 
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of the KMT and of Taiwan's Centrol 


Yuan. The chamber, formed in 1945, 
has about 2,000 individual membe-s and 
37 affiliated organisations. It reeent y 
asked that it be allocated an indirectly 
elected seat in Legco as a funcional 
constituency. 
The ineffectiveness of the KNT in 
Git son public opinion and the lack 
direction from Taipei have 
fan sey Oh local party in its preseat de- 
moralised state. 


Es ast few years, the TUC, wth its 
liated member unions, has en- 
countered great difficulty in recraiting 


. new members. The lack of leadership 


| because it 


and funding from Taiwan have ham- 
pered the development of union ac- 
tivities. 

Last year, one of its affiliated unions. 
the Urban Services Department Kow- 
loon Workers’ General Union, irvited 
the head of the pro-Peking Fede-ation 
of Trade Unions (FTU), Yeung Kwong, 
to be the guest of honour at its inaugura- 
tion ceremony. This was regarded as a 
grave sign o disloyalty but the TUC 
took no action to expel the defector for 
fear of further reducing member- 


| ship. 


TUC secretary-general Tong Woon- 


. fai said they cannot compete with the 


Peking-backed FTU in financial re- 
sources and manpower. “The FT J has 
about 80 staff while we have onl» five. 


. Under these circumstances we cam only 


do our best,” he said. The TUC last year 
closed down its research depar-ment 
lacked the HK$302,000 
(US$3,846) a year needed to run it. 

TUC assistant secretary-general and 
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a local delegate to the Legislative Yuan, 
Chan Yun-che, blamed the predica- 
ment of both the TUC and the part 
the lack of a clear policy direction from 
Taiwan. He disagreed with Taipei's cde- 


cision not to announce a policy on 


Hongkong. “The pro-Taiwanese people 
here are very anxious. Taipei should let 
them «now what is in store for them. 
They cannot be expected to confront 
the communists and find out there is no 
escape route open after 1997," Chan 
said. 

The Hongkon 
to dismiss the KMT as de- 
moralised, lacking in moti- 
vation and leadership, un- 
likely *o pose any threat to 
the territorys security. 
"The one reason we take 
them seriously is that the 
communists take them 
seriously," a source said. 

There are some who 
suspect that extremist ele- 
ments within the party — 
workimg as they have in 
the past with triads — may 
try to cause civil distur- 
bance in the transition 
perioc in order to thwart 
the transfer of sovereignty. There was 
some *uspicion that three bombs — one 
of which did not explode — found in 
shopp':ng centres ear ier this year were 
the work of such extremists. Police :n- 
vestigations have not revealed any- 
thing. A KMT member said the party 
per se has no more lir ks with the triads, 
but cculd not vouch for the KMT spy 
network. 

While the communists view the 


Government tends | 





KMT in Hongkong as a potential threat 
to the territory's stability, they also see 


on ' it as a prime target for a united front in 


their attempt at reunification. 

Many Hongkong people see the 
KMT's refusal to negotiate with the 
communists as a point in Hongkong's 
favour. Therefore, they have been v 
nerved by Taiwan's recent policy to 
mit contacts with the mainland. Initially 
Hongkong may benefit economically, 
with the increase in visitors and in trade. 

But there is fear among some 
Hongkong officials that the CCP 

2^ and KMT may conduct 
direct negotiations in the 
future and that would 
make the role of Hong- 
kong as a model for 
Taiwan redundant. This 
is because one of the 
bases for the success- 
ful implementation of the 
joint declaration is that 
China would be tolerant 
and easy-going with Hong- 
kong in order to lure back 
Taiwan. That argument 
will look increasingly lame 
if Taiwan establishes di- 
rect contact with Peking. 
KMT sympathisers, including aca- 
demics ind journalists, dismiss such a 
ssimistic outlook. They stress that 
ongkong will always be very impor- 
tant in the China-Taiwan-Hongkong 
triangular relationship. 

“Hongkong will still be China's 
blueprint for reunification with Taiwan, 
so China cannot afford to be careless 
with Hongkong," said Legco and KMT 
member Pang Chun-hoi. oO 


people in each branch, The branches are divided into sub- 
Ti antaba, KMT mes cells, each with about 
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of Chinese Overseas W 
a ; Reginald Yu — on Xu's invitation contradictions within the KMT 
. . the staff of the DOA — and Bet Che-hang, assistant man- to the surface. While and Tseng firmly turned down 





ager of COTTS. 

| . The work of the KMT is coordinated by taree depart- 
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| the department , cultural affairs 


| compatrots to visit Taiwan. 
the three there are eight branches 
covering different districts im Hongkong, with 3-4,000 
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the invitations, Pok said he would consider it. He later 
wrote an article in his magazine to “thank Mr Xu’s kind- 
ness," 

A KMT source said Xu had paid — DA 
for 20 sets of Newsdom's 40-year bound volumes. Pok de- 
nied this allegation, that some KMT members 
wanted to discredit him to ascendency. In the end Pok 
declined Xu's offer. Pok retired from Taiwan's Legislative 
Yuan last year and Tseng was elected as one of five Hong- 
kong delegates. - — Emily Lau 
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Everything that carries the Dunhill name has to be the best of its kind. It has to have a. asting 
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For those 
analyzing 
developments in 


the PC industry 
Compaq offers 


an executive 
summary. 
















Lemand for the 12-MHz 


tnt m at COMPAQ DESKPRO 286 
E UOI PIPIEIEI ES z has nearly doubled since —- 
IL——À——À he PS;2 introduction. ` . 
The 12-MHz 


COMPAQ PORTABLE Ill is the dn Th 
smallest, most powerful full-function portab'e there is. — T 


DESKPRO 386 
sets the standard for high-performance, 
advanced-technology desktop computing. 


It still simply works better. 


"1 


We still work 


n spite of the clamor sur- 
rounding the new IBM’ PS/2 
personal computers, people 
who really know PC's know 
COMPAQ personal computers 
still work better. They enhance 
your productivity within the indus- 
try standard, and give 





to add many extra functions. So 
you can configure your system 
exactly the way you want it. 
Finally, compare portability. You 

can't. The 12-MHz 80286-based 
COMPAQ PORTABLE IIT'" is the 
undisputed leader. It offers the 
performance of a 


you top performance desktop with- 
from the world's out any of the 
largest library of compromises 
business software. you'll find in 
other portables. 
. Compaq ap- 
Still the plies innovative 
performance technology with- 
leader out sacrificing 
compatibility. 
COMPAQ per- 
sonal computers IRM FS n higher 
prove superior Dern Ear gh E 
[S overall returns on your 
S ou’ /2 PC’ L 
performance. ‘ntestsfor procesorspeedanddsk investment 
Take speed, performance, using the Norton 


for example. The 
COMPAQ DESKPRO 286° runs 
your software up to 20% faster 
than its PS/2™ counterpart. And, 
the COMPAQ DESKPRO 386™ sets 
all records for speed in advanced- 
technology, industry-standard per- 
sonal computers. 


Better by design 


Consider flexibility. Compaq offers 
51/4" diskette drives, and allows 
you to add 34/2” drives. All COMPAQ 
desktops accept up to four different 
storage devices. 

Examine compatibility. We let 
you use all the industry-standard 
software and expansion boards 
that you already own. 

Look at expandability. Our 
industry-standard slots enable you 


Performance Index Version 4.0. * 


Businesses world- 
wide have over $80 billion invested 
in the current PC standard. 

Compaq designs its computers 
to protect your investment. And 
because they do more, they also 
maximize it. 







Two-way 
compatibility 
The new 


MS OS/2 operat- 
ing system wil! run on 


Compaq com- 
patibility and 
connectivity are 
legendary. Our 
personal computers run 

thousands of programs, without 
modification, far faster than cther 
computers. And they work with all 
the other compatible computers in 
your office, without time- 
consuming diskette conversions. 


better. 


all 80286- and 80386-based 
COMPAQ personal computers. 
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As for the future, all 80286- and 
80386-powered COMPAQ personal 
computers will run the new MS 
OS/2 operating system, allowing 
you to directly access up to 16 mega- — 
bytes of memory. And they'll run 
all the applications developed for 
OS/2™. Again, much faster. 


We don't burn bridges, 
we build them 


We measure advances by our abil- 
ity to push technology forward, 
without leaving you behind. 

COMPAQ computers let you 
incorporate developing technology, 
and take advantage of the latest 
technology in a way that's fully 
compatible with the hardware, 
software and add-ons you already 
own. So Compaq protects your 
investment. 

These are all reasons why recent 
surveys show COMPAO owners are 
the most satisfied PC users. 

Hong Kong. Microware U.S.A. Limited, 
Tel. no.: 471289, Tix. nc : 89586. 
Indonesia, Emkon, p 
Tel. no.: 361343, Tlx. nc: 63651. 
Malaysia, Microcomputer Centre, Kuala Lampur, 
Tel. no.: 7188232, Tix. ro.: 37830 
Pakistan, Computer Graphics and 
Systems, Lahore 
Tel. no.: 871546, Tix. no.-44783. 

People s Republic of China, 
ComputerLanad China/Minzu Hotel 
Tel. no. 56:541 ext. 2957/2958 

Tix. no. 22848 

People's Republic of China 

Eekon eae: hong 
Tel. no. 714028 
Tix. no. 76526 
Philippines, Batronics. Manila 


Tel. no.: 818-2703, Tiz. no.: 23232. 
Singapore, Computer Industries Ltd., 
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Tel. no.: 2340770, Tix. no.: 20191. 

*Index based on a scale tha: rates the origi- 
nal IBM PC as 1.00. IBM, OS2 and PS'2 are 
trademarks of Internationa: Business 
Machines Corporation. MS OS/2 is a product 
of Microsoft Corporation. 

(01987 Compaq Computer Corporation. 
All rights reserved. 





SUPERIOR SERVICE UNFOLDS 
IN JAPAN 





HILTON INTERNATIONAL 


TOKY^?O * OSAKA 


After more thzn ZO years ir Japan the 
experience of Hilton Irternaticnal unfolds 


for you. 


NOW you can fir.d a convenient 
location, unusually good food, spacious 
accommodation anc superior service 
in our new hotels in Tokyo and Osaka. 


And more 


Our Executive Flocrs and Business 
Centres meet the .pecial needs of the 
business traveller and cur fitness centres 
boast extensive recreational facilities that 
will satisfy the mest active of guests. 

Let our experzence unfold ‘or you 


in Japan. 


For reservations, call your travel 
agent, any Hiltor International hotel or 
Hilton Reservation Service. 
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* The Tokyo Hilton Internationa 


is in Shinjuku, the city's newest 


business district. 


e The Osaka Hilton International is 
in the very heart of the busines., 


cultural and shopping districts 





* state-of-the-art fitness centre 


— tennis courts — swimming pool 


— Executive Business Centre 
— No Stop Check-Out 
— Three Executive Floors 

at eaca location. 





WWF Kojo Tanaka BCL 


‘Lhe 
Giant Pand: 
needs your he 
to survive 


NCE every eighty to a hundred 

bamboo forests in China's 
Province, burst into flower and then di: 
that's bad news for the Giant Pand 
depends for its survival on huge arr 
bamboo. 

But that's just one of the problems 1 
Panda. 

To ensure that it has a future it 1 
preserve the complex ecosystem in 
lives, to carry out research into its chet: 
and investigate possible alternatives, tc 
the reasons for its low reproductior 
study the problem of internal parasites- 
factors and many more which thr 
survival. 

Recognition of the urgent need to x 
and other problems has resulted in a ur 
historic partnership between WWE 
Pecple's Republic of China. 

WWF has agreed to contrib 
$1,000,000 towards a total of at 
$3,000,000 needed by the Chinese 
ment to mount a major Panda Con 
Programme. This includes construc 
research and conservation centre in the 
the Panda reserves — Wolong Natural F 
Sichuan Province. 

A team from WWF, led by the disti 
ecologist Dr. G. Schaller, is already a 
Wolong together with top Chinese 
under the leadership of Professor Hu J 

The Giant Panda is an endangere 
It ss also the symbol of WWF's v 
conservation efforts to save life on cart] 

But WWF needs money — your mon 


Please send contributions to the Vi 

Nanonal Organisation in your country o 

WWE International, 1196 Gla 
Switzerland. 
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WWF acknowledges the donation of this spar 
Far Eastern Economic Reanen 
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Dedication and knowledge make our flight and cabin crew 
very special. 


At the Kuwait Airways Training Centre, pilots and flight 
engineers undergo stringent tests to ensure the highest 
degree of proficiency. 


Just one more example of Kuwait Airways commitment to 


ensure you a carefree and comfortable flight — every exu 
minute of the wav. Bc SM Rcg f pui 
l KUWAIT AIRWAYS 





Af you aren't worth 
bit more,who 1s? 


Chivas Regal 12-year old premium scotch whisky 


How much extra is this smooth, mellow self- 
indulgence going to cost you? 


Not much. Actually, just a little bit more. 


You ll agree the taste is worth it. You just have to 
decide if you are. 
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IOC preuicent Juan Antonio Samaranch with negotiators from the two Koreas. 
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Olympic muscle-flexing 


Pyongyang tries to raise DMZ tension to win more games 


By John McBeth in Panmunjom 


he United Nations Command 

(UNC) says tension aleng the De- 
militarised Zone (DMZ) dividing the 
Korean peninsula is lower than it has 
been in three years. But unveiling a list 
of 44,000 US and South Korean truce 
violations which are alleged to have oc- 
curred between July 1986 ard June this 
year, the North Koreans beg to differ. 
The situation, they insist, “is growing 
more tense by the day.” 

Ordinarily, such a difference of per- 
ception would go unnoticed, wrapped 
as it most often is in the rhetorical prop- 
aganda of still-bitter antagcnists. But 
with less than a year to go before the 
1988 Seoul Olympic Games, the US and 
its allies believe Pyongyang is deliber- 
ately raising the ante in an effort to dis- 
courage participation in an event that 
even communist leader Kim I. Sung has 
acknowledged carries great political sig- 
nificance. 

The UNC has long suspected that 
North Korea might attempt to give the 
impression of heightened tension along 
the DMZ if it was unable to have its way 
in negotiations with South Korea and 
the International Olympic Committee 
(IOC) over a partial hosting of the 
games. Those fears grew in ate July 
when North Korea’s senior member on 
the Military Armistice Commission 
(MAC), Maj.-Gen. Lee Tae Ho, sent 
an unprecedented report to the UN out- 
lining the long list of alleged violations. 

Later, at the 439th MAC meeting on 
22 September, Lee updated those fie 
ures, claiming there had been 12,3 
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violations in August alone — 4.2 times 
more than in the same month last year 
— and detailing new alleged infractions 
by South Korean ground and naval units 
in the west and central sectors of the 
DMZ and by US SR-71 Blackbird high- 
altitude reconnaissance aircraft during 
the first half of September. 

Apart from their unexpected report 
to the UN, it was the first time in nearly 
18 months that the North Koreans had 
used a MAC session in the Panmunjom 
truce village to publicise its claims. And 
senior UNC member Rear-Adm. Wil- 
liam Pendley had come well prepared. 
"We believe you are trying to set the 
stage for serious incidents that you hope 
wil! discourage the nations of the world 
from participating in the 1988 Seoul 


Olympics,” he said in a prepared state- - 


ment. "The world will not be deceived 
by vour smoke-screen of false and dis- 
torted charges. We are putting you on 
notice today . . . [that] if something hap- 
pens, the guilt will clearly be yours 
alone.” 

In an equally unusual news confer- 
ence after the two-hour meeting, 
Pendley said: “The most important 
thing is that this increased tension does 
not exist in fact. It can, however, be 
created — and they can control that." 
Pendley was speaking at almost the 
exact spot where a Russian tour guide 
defected to the South in November 
1984, triggering a gunbattle in the Joint 
Security Area (JSA) around Panmun- 
jom village between UN border guards 
and intruding communist troops which 


Más ibi - — es 


left three North Koreans and one South 
Korean dead. 

Since then, there has not been a 
single casualty ‘along the DMZ and only 
one armed exchange. Apart from that 
incident, UNC o icials say the North 
Koreans fired machine guns across the 
heavily guarded border in August and 
September last year, but on one of those — 
occasions they hastily advised through 
loudspeakers that it was accidental. 

North Korea’s latest move came only f 
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five days after the IOC ignored its inv | | 


tests and began issuing the official invi- 
tations to the Olympics — something it 
is bound to do one caiendar year before — 


the games are due to begin. The dead- | 


line for the 167-member nations to ac- 
cept the invitations is 17 January. Both 
South Korean and IOC officials say the © 
date will necessarily serve as the 
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line for Pyongyang to come to terms | 


over a co-hosting arra 
According to Seou 


ement. 


door to further negotiations is effec- 


| tively closed. As one Foreign Ministry 


official put it: "There can be no excep- 
tion for any country." 

Unless the JOC alters its stand, its 
final offer to Pyongyang is the archery, 
table tennis and women's vollevball 
competitions, the 100-km road-cycling 
race and a quarter of the football pre- 
liminanries. But in four joint negotiating 
sessions so far, the North Koreans have 
refused to give a clear-cut answer and 


appear to be holding out for the eight | 


sports they demanded initially. A fifth 
meeting is expected to be held soon. 
More recently, the North sent a let- 


, if Pyongyang k. 
either rejects the invitation or, as is | 
more likely, simply ignores it, then the © 


. 


Sy 


ter through Panmunjom to South Ko- — i 
rean Olympic Commitee president 


Kim Chon 


Ha seeking direct talks on 
the issue. 


IOC-mediated talks, which have all 
been held at the IOC's Lausanne head- 
quarters in Switzerland. 


pee North Korea's renewed in- - 
terest in publicising its claims, the — 


t Seoul rejected the over- | 
ture, saying it wanted to stay with the © 


UNC says truce violation charges are | 


routinely passed on through the joint 
duty officers at Panmunjom “24 hours a 
day, seven days 8 week" as part of a 


non-stop propaganda exercise that | 


Pvongyang has pursued for vears. In- 
deed, onlv a day after the latest MAC 
meeting, the North Koreans accused 
the UNC of bringing a howitzer into the 
DMZ while the session was actually in 
progress. 

endley criticised North Korea's re- 
fusal since 1967 to take par: in joint ob- 
server teams and said that while 99% of 
the alleged truce violations prove to be 
either false or meaningless, they are 
treated seriously and are investigated by 
a multinational team. However, he 
said the sheer volume of present alle- 
gations "is too great to simply dis- 
miss as the normal routine propagan- 
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da quota for your propaganda mill.” 


Officials say the howitzer claim ts 
typical, pointing out that it makes no 
military sense positioning these im the 
DMZ because of the difficulty of bung- 
ing them to bear over such short ranges 
Even the most forward US firebase, 
which would provide fire support for the 
joint quick-reaction force in the SA, 
was moved back across the Imjin River 
last year when its 105-mm guns were re- 
placed with longer-range 155s. 

The UNC also ported out that 
24,789 allegations, which were claimed 
to be “hostile provocative acts” that in- 
creased the danger of war, concerned 
workers and UNC personnel who had 
egeo neglected to wear proper 
armbands in the DMZ. 

North Korea has always paid special 


attention to the high-flying SR-7_, and 


the US has generally been reticent 
about discussing reconnaissance »pera- 
tions. But in responding to renewed 
claims of overflights along the length of 
North Korea's east coast and across the 
Kangryong peninsula in the Yellcw Sea, 
Pendley made one of the most forth- 
EM statement on these missm@ns so 
ar. 

“This is the most ridiculous charge of 
all," he said. *The SR-71 is unarmed 
and has no reason to fly over territorial 
space in order to do its missicn" — a 
reference to the Okinawa-based 
Blackbird’s ability to soak up ground 
communications and other eectronic 
emissions while flying well clear of the 
North Korean coastline. 

Allied officials decline to speculate 
how the North Koreans migh turn up 
the heat further, given that the JNC has 
everything to lose and nothing to gain 
from carrying out any aggresswe action 
of its own along the DMZ. Besices, 
China and the Soviet Union — both of 
whom have indicated they will attend 
the Olympics — appear to have a big 
stake in restraining Pyongyang from 
what would be seen as an oovicus at- 
tempt to sabotage the sports meeting. 

“It is very difficult to tell [what the 
North Koreans might do]," said Assist- 
ant Foreign Minister Park Sow Gil, “but 
we do not exclude the possibility of 
them resorting to military action . . . 
they can make all sorts of treuble.” Al- 
though there was no solid evidence, the 
South Koreans have continued to main- 
tain that the bomb which exploded at 
Kimpo Airport before last year’s Asian 
Games was the work of North Korean- 
directed saboteurs. 

US officials refuse to sayspecifically 
what Washington has in mand to help 
safeguard the otras But visiting 
Assistant Secretary of Defence Richard 
Armitage referred to “a whole gamut of 
things" from increased intelligence — 
presumably closer satellite-surve:llance 
and a greater frequency of SR-71 flights 
— and a repetition of last vear's 
movement of US naval uaits into the 
area. O 
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The rebels counter-attack 


Kachin insurgents recapture their headquarters 


By Berti! Lintner in Bangkok 


Ye rebel Kachin Independence 
Army (KIA) has succeeded in re- 
capturing its political headquarters, 


lost to Burmese army forces in May. 


at the beginning of a major govem- 
ment offensive codename Yan 
Myu Aung, or Victory over the 
enemy. 

Despite the government's commit- 
ment of nearly 10,000 troops, the con- 
tinuing offensive was thought unlikely 
to change the overall picture of rebel 
supremacy in most parts of the Kachin 
hills on the Sino-Burman border, said 
rebel sources and observers in 
Bangkok. 

ie offensive was launched at the 
start of the rainy season, when the gov- 
ernment troops moved with unpre- 
cedented swiftness to attack the large 
military bases and tax stations for the 
cross-border trade with 
Chira maintained bv the 
KIA in the mountains 
southeast of the Kachin 
state capital of Myit- 
kyina. 

Government troo 
captured Na Hpaw, the 
KlA's general head- 

uarters, and the nearby 
a Jau headquarters of 
the rebel army's politi- 
cal wing, the Kachin In- 
dependence Organisa- 
tion, in May (REVIEW, 
18 June). However, the 
8,000-strong KIA, bv 
far the largest non- 
communist rebel army 
in Burma, subsequent- 
ly launched counterat- 
tacks against govern- 
ment positions in other parts of 
Kachin state. During June, several 
arrison towns were attacked by the 

A, and the vital Mandalay-Myitk p 
railway was blown up, travellers 
who have recently visited the area 
said. 

The sources also said rebel-planted 
govern- 
yitkyina and injured 
state officials, including Kachin state 
council chairman Col M. Zau Yaw and 
Myitkyina township council chairman 
Col Ung Myaing. 

But despite these counterattacks, 
the government troops have pressed on, 
and Kachin sources claim that nearly 
everv reserve force in the area has been 
mobilised in continual assaults on rebel 
bases — including local militia, Red 
Cross personnel, local fire brigades and 
ever retired army pensioners. The usc 


ment buildings in 





(IA troops: heavy casualt 


_ of such forces is said to have resulted in 


extremely heavy casualties on the gov- 
ernment’s side. 

The aim of the operation appears to 
be to clear the 160-km border stretch 
southeast of Myitkyina, where the 
Kachin rebels have been entrenched for 
more than 20 years. During July, KIA 
positions both north and south of the 
captured headquarters area were sub- 
jected to fierce attacks by government 
troops and their auxiliary forces. 

In August, the official Burmese 
radio announced the capture of several 
rebel bases in Kachin state. But apart 
from the expected victory bulletins the 
radio, on 30 August, broadcast a rather 
curious report on KIA raids in the area 
to tell the public how the insurgents 
were obstructing the building of a “pros- 
perous socialist society” — a report 
rsencnouncunTven - which also conveyed the 

| probably unintentional 
message of increased 
rebel activity all over 
Kachin state. 

It mentioned that the 
railway to Mandalay had 
been blown up twice in 
the end of June — appa- 
rently after the initial 
attack — and that the 
KIA had demolished a 
number of important 
bridges near the state's 
two main towns, Myit- 
kyina and Bhamo. 

However, the radio 
failed to announce the 
most significant KIA 
A strike in recent weeks. 
In the beginning of Au- 
gust, the Kachin rebels 
launched a massive counterattack and 
recaptured Pa Jau, while surrounding 
Na Hpaw. Rebel sources said the recap- 
ture was made possible by bringing in 
reinforcements from KIA strongholds 
in northern and western Kachin state, 
which have not been affected by the pre- 
sent offensive. The Burmese army re- 
treated down to its newly established 
aay along the Bhamo-Myitkyina 
road, below the border mountains 
where heavy fighting is reported to be 
continuing. 

This situation brings into question 
the outcome of the present offensive, 
in which both sides are reported to 
have suffered heavy casualties. As one 
observer put it: “The most the govern- 
ment’s forces can hope for is to give 
the Kachins a bloody nose and to cap- 
ture some camps along the Chinese bor- 
der.” u 
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Swiss Bank Corporation reveals a closely guarded professional sec 


Even if it works, ask why. 


Mary of our customers have something - 
in common besides their choice of * 
international bank. They've learned how ` r 
to learn from their successes, the way 
everybody else learns from mistakes. — . 
The reasons why something goes right 
are just as important as the reasons 4 
why something goes wrong, and may be - 
even more rewarding (and elusive). 
When nothing succeeds like success, 
its because nothing works like work. 
Incidentally when our customers keep 
coming back to us, we co know why. 
And so do they. We're one of their 
professional secrets. 


Swiss Bank 
Corporation 


Schweizerischer Bankverein 
Soc été de Banque Suisse 





Rr 













The key Swiss bank 


i 
General Management in CH-4002 Basie, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide - 
network (branches, subsidiaries and representatives): Europe: Amsterdam, Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, - 
Paris. North America: Atlanta Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: - 
Bogota, Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain. Cairo, Tehran. - 
Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. "d 
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By Susumu Awanohara in Peking 


| were saying the 2,000-year-oid 
< Sino-Japanese relationship had entered 
its “second pinnacle” after an unhappy 
period ending with the normalisation of 
diplomatic relations on 29 September 
1972. The first pinnacle was during the 
7th, 8th and 9th centuries, when Japan 
‘sent thousands of students to China to 
absorb all aspects of Chinese. culture, 
notably Buddhism. 


tion, an ugly mood is spreading in the | 
two countries and threatening their 
new relationship. The Japanese are re- 
buffing an allegation by Peking that 
“Tokyo, using legal pretexts, is plotting 
‘to return to a "two-China" or “one- 
‘hina, one-Taiwan" policy. Danger- 
usly, the Chinese fail to realise that this 
ebuff does not necessarily represent a 
udden rise of anti-Chinese sentiment in 
apan, while the Japanese too easily 
orget that, given history and recent in- 
flated attitudes of some compatriots, 
‘the Chinese suspicion is understand- 
‘able. 
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nly a year ago, Chinese schelars | 


Sino-Japanese relations enter a precarious stage 


Nationalist credentials are at a pre- 


, mium in China and flaunted by contend- 


ing political leaders in a country where 


< Maoist ideology has lost its lustre. 


Tough aationalistic talk is also in vogue 


the frustrations of- interdependence. 


. Unless the bilateral tension is managed 
_ down, a clash of the two nationalisms 
| looks unavoidable. 


But today, 15 years after normalisa- | | 


E 


Gstiy young benben ofa a 
eneral trend and insisting on — 
M mbering the war victims of the Asia-Pacific region," 
t prayed under pouring rain at a memorial in Nanji g fo 
ms of Tapanese atrocities 56 years ago. say 

000 people were massacred here by Japanese 


: Other. merabers of the same groap held simultaneous 


Since early this year, after Hu 


secretary in China's campaign against 
egoism," maintaining a. lar 


fact, the Chinese had already begun di 


versifying sources of imports away from | 


Japan in 1986. They now warn that poli- 
tical problems could further slow pur- 
chases from Japan, and reports say 
some Chinese units have been in- 
structed to "buy Japanese lasi.” 

On the political front, China accuses 


or the 





The 













sapai; of deviating. from the spirit of | 








their 1972 normalisation joint. com- 
unique and their 1978 peace and 
iendship treaty. Japan's revision of 


history textbooks, altered to put J apan- 
| ese aggression in World War II in a 
| less unfavourable light; official visits by 
. ministers to Tokyo's Yasukuni Shrine 
_ where war dead, including top war cri- 


minals, are honoured, and rising objec- 


tions to the Allied powers’ 1946-48 
; Tokyo Trials all go 
_ pledge to reflect. dc 
| fering the war brought on the Chinese 
| people, Peking says. 
in Japan, which is increasingly feeling 


against a Japanese 
eeply on the great suf- 


The Kokaryo case — in which a Ja- 
panese High Court in February re jected 
China's claim to a student dormitory. in 
Kyoto, instead awarding it to the “Re- 


, public of China" (Taiwan) — :s consi- 
; dered by the Chinese to be the most 
| Yaobang was ousted as party general 


blatant in a series of Japanese violations 


, of an understanding that Peking is the 
"bourgeois liberalisation,” Pcking step- 
ped up criticism of Japan’ s “economic. 
arge trade. 
surplus with China while holding back | 
investment and technology transfer. In.) 


sole legitimate government of China. 
Peking wants the court decision OVET- 


| turned. 


n addition, Pekin has criticised 

Tokyo for letting : efence spending 
creep over the previous upper limit of 
176 of GNP this year, which it says adds 
to the dangers of militarism reviving in 
Japan. 

From the start, Tokyo has assured 
Peking that its positions have not 
changed from those stated in the 1972 
and 1978 diplomatic documents. It has 






















, Walicion ceremonies are displayed wih the dmonton a 
sible for the war, the Japanese peo; 
it and, after the establishment of the new Chin: 
of the two nations have re-established pre a 
friendly relations, which they must now preserve. 
aeratioms — guarding against a repetition of their 
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ceremonies beside the “Bridge over the River Kwai” in , jus: about all major cities between Shangl 
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explained that the dormitory case is a 
judiciary matter and, given Japan's 
adherence to the principle of a separa- 
tion of powers in government, the exe- 
cutive branch cannot become involved. 
It can only provide clarifications if so fe- 
quested by the Supreme Court, which is 
now handling the case. 

In June, China’s paramount leader 
Deng Xiaoping told the chief of Japan’s 
opposition Komei Party, Junya Yano, 
that none of the irritants in the bilateral 
relationship had originated in China. 
On the dormitory case, Deng de- 
manded that Tokyo find a satisfactory 
solution. Reminding the Japanese that 
China had waived war reparations at the 
time of normalisation, Deng said Japan, 
more than any other country, was in- 
debted to China. 

Chinese officials and commentators 
have since taken their cue from Deng, 
launching a major campaign to pressure 
Tokyo on the dormitory :ssue. 

The Japanese, however, are not con- 
vinced that they should, as Deng 
suggests, 
strained bilateral ties. Their analyses, 
unlike those of the monolithic Chinese, 


vary greatly — ranging from the dispas- | 
some sym- 9 


sionate to the emotional, 
pa athetic and others hostile to Peking. 

ut clearly, gone are the days when 
China could pressure Japan and expect 


Japanese contrition and accommoda- | 


tion as automatic reflexes. 


memorial. But the Japanese obfuscation 
of the massacre with the 
1937 incident itself. It was blacked out 
from the Japanese press so that most Ja- 
learned about it only from the 
okyo Trials. More than 100 Japanese 
j and writers are believed to 
ve entered Nanjing in 1937 and early 
1938, but only two wrote full and open 
accounts of atrocities — after the war. 
The early 1970s saw an upsurge of Ja- 
panese publications 
massacre, including a prize- 
entitled The Myth of the ‘Nanj 


take all the blame for the | 


There are in fact many Japanese, in- 
cluding younger ones, who agree with 
the Chinese that most of the irritants in 
the relationship originated in Japan. In 
the light of history, it is only natural that 
the Chinese react with alarm at these ir- 
ritants, as well as at best-selling Japan- 


| ese books denigrating the rest of Asia, 


an education minister who rationalises 
Japan’s past deeds in Korea and China, 
and a prime minister who insults US 
minorities, these Japanese say. 

But there is a strong tendency toseek 
causes for the strain in China as well as 
in Japan. China’s domestic politics, 
change in diplomatic posture, mmpati- 
ence to unify Taiwan along with Hong- 
kong and Macau, and Peking’s plain 
misunderstanding of Japan are seen var- 
iously as some of these causes. 

Hu's fall seemed to vindicate some 
Japanese China specialists who had 


Zhao and prime minister Tanaka end the 1972 ‘normalisation visitto China. 
and deflating the Nan 





sensed, since widespread anti-Japanese 
student demonstrations in September 
1985, an intensifying competition be- 
tween Chinese “refermists” and “con- 
servatives" — with the former, like Hu, 
tending te be friendlier to Japan for 
pragmatic reasons and the latter being 
more cautious about Peking’s reform 
and open-door policies. 

The demonstrations, protesting 
against Prme Minister Yasuhiro Naka- 
sone’s fist official visit to Yasu- 
kuni Shrine the month before and what 
the students referred to as the “second 
Japanese invasion of China" — this time 
economic — were seen to be directed 
not onlv at Japan but also at the reform- 
ists, who evidently had to stiffen their 
attituce towards Japan while defending 
economic cooperation with it. 

These China specialists argue that 
the retormists' retreat early this year al- 
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scrutiny of existing historical sources — the 
occhi postion br ies série i and 
new interviews with Japanese who had ted in or 
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y relations between Japan and 
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against ived foreign interference in their own affairs. 
SEES x vax” which read. text on the “fierce battle for 
Massacre’ from the pres- anjing” w read: “China is on Japan to reflect 
on the Capeaiiion aloapd by Come ene Rande 

civilians this battle (the so-called Incident) ,” 


army many military 
lians (the so-called Nanjing Massacre) was severely cen- 


The next sentence in the approved text: “The J 
people learned of this incident only after the war and, since 
then, scrutiny of source materials and interview transcripts 


city officials have devoted themselves to reconstructing the 
past, tapping hitherto untouched Nationalist Chinese re- 
cores foe ee survivors. A leading 
Xingzu, eves pea the y people what 
A Ce Se ee ae Set 
n themselves to human life and preserve peace. 
e was much by the earnest young Japanese who 
visited the memorial on 15 August, he said. 
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lowed the release of some of the previ- 


| ously controlled anti-Japanese senti- 


ments. Furthermore, the regained influ- 
ence of the revolutionary old guard — 
men who fought in the war of resistance 
against Japan — added to Peking's 
harsher stance towards Japan, they say. 

Such a stance may be a result also of 
improved Sino-Soviet relations, Japan- 
ese analysts say. In the late 1970s, when 
the Chinese still saw “Soviet hege- 
monism" as their main enemy, they 
considered Japan as part of a global 


united front against Moscow. The 


Chinese insisted on inserting a contro- 
versial anti-hegemony clause in the 1978 


- China-Japan peace treaty and on occa- 


sion have urged Tokyo to remove the 


- 1% ceiling on defence spending. 


But modernisation requires a peace- 


- ful environment, and anti-hegemony 
- diplomacy was replaced by a new “dip- 
_lomacy of independence" advocating 


non-alignment. Introduced by Hu in 
1982, the new diplomacy has helped re- 
duce Sino-Soviet tension and allowed 
China to evaluate each bilateral issue 
with countries such as Japan on its 


. merits, and not according to whether it 
_ isa friend or foe, the theory went. 


Most recently, Chinese analysts and 
policymakers have been preoccupied 


with the obvious decline of US power 


and the possible rise of Japan as a world 
political-military power, which many of 
them see as dangerous but inevitable. 
Some recent Chinese writings express a 
desire to keep Japan as merely a region- 
al, economic player — a desire which 


| theJapanese feel reflects both a genuine 
| fear of Japan's other potentials anc 


Um TM rw i -— 
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China’s own great power ambitions. 


eking and Washington have de- 
bated the wisdom of the US pressi 
Japan to further beef up defence, wi 


.. US officials trying, with limited success. 


to remove Chinese anxiety. The Japan- 
ese know that China now approves of 
the US-Japan security treaty, not as & 
bulwark against the Soviet threat but as 
a constraint on Japan. 

Many Japanese attribute Peking's 
extreme sensitivity about Taiwan to 
su d Chinese fears that reunifica- 
tion is being further delayed by econo- 
mic and political developments in 
Taiwan — strong growth performance, 
aided by a flood of Japanese invest- 
ments, and political reforms in which 
Peking may see signs of genuine demo- 
cratisation or of nascent Taiwan 
nationalism embracing the 
mainlanders. Peking is wary of any de- 
mand for Taiwan’s self-determination 


- gaining support overseas. 
E Chinese ignorance of the fact that- 
Japan has become a plural society — | 
the 


where any group, including 
chauvinistic Right, can say or write what 
it wants (usually without hin; signifi- 
cant impact) and where the rule of law 
and separation of powers have taken 
root — may have added to Chinese sus- 


*2 b e 


former | 


picions, some Japanese also believe. 
Some go on to poom that Peking 
reacted sharply to Tokyo's separation of 
wers argument in the dormitery case 
cause this idea, anathema to its com- 
munist leadership, was implied in last 
year's Chinese student demonstrations 
demanding political liberalisation. 


Another Japanese speculation has 


been that China was pressing Japan 
politically to gain economic conces- 
sions. Many Japanese took Deng's men- 
tion of war reparations not as an expres- 
sion of exasperation at Tokyo's intransi- 
gence, but literally as a demand for 
more funds to facilitate economic deve- 
lopment. Japanese rightwingers say 
Deng has no right to discuss reparations 
since Japan had already settled the issue 
with Tarwan's Chiang Kai-shek im the 
1950s. But some pro- and anti-Peking 
elements, for their own reasons, advo- 
cate paying the waived reparations. 

e Chinese are baffled and angerec 
by the unprecedented and unreservec 
open scrutiny of their situations and mo- 
tives by the Japanese. Particularly of- 
fensive to the Chinese is 
the suggestion that they 
would barter political 
principles for economic 
gain, which they deny 
strongly. The Chinese 
have also expressed sur- 
prise at the strong Japan- 
ese reaction to Deng's 
mention of reparations 

In a series of inter- 
views, Chinese officials 
and think-tank specialists 
stressed that there have 
been no changes in China's 
friendly policy towards 
Japan set by late party 
chairman Mao Zedong 
and premier Zhou Enlai, 
and that relations have im- 
proved greatly since nor- 
malisation and remain. on 
the whole, healthy. Per- 
sonnel changes in Peking 
cannot affect the policy, 
they said. ` 

On the dormitory case, the Chinese 
now stress they do not intend to inter- 
fere in domestic Japanese affairs but as- 


sert the case is more political than legal. | 


The Japanese Government cannot have 
its executive branch withdrawing recog- 
nition from Taiwan and the judiciary 
continuing to recognise it; the former 
must convince the latter of the need to 
abide by treaty obligations, the Chinese 


rgue. 
Far-fetched suspicions of Japanese 


|. motives are common. Chinese officiais 


and researchers allege, for example, 
that the dormitory case reflects a To yo 
plot to use its judiciary to perpetuate t 

separation of Taiwan from China, mod- 
elled on an alleged US attempt to do the 
same by using its legislature. Seeing that 
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Tokyo's tightened control of high-tech- — 
nology exports to communist countries — 





— resulting from troubles with the US 
over such exports to the Soviets — is af- 
fecting China as well, some Chinese 
argue that the control must have been 
intended from the start more to harass 
Peking than Moscow. 

In the face of evidence to the con- 
trary, the Chinese T blame a 
“handful of influential Japanese” for 
the recent rise in tension. The 
great majority of the Japanese peo- 
ple, they say, maintain a correct at- 
titude. 

This is patently wrong. The Chinese 
refuse to grasp that this time. particu- 
larly on the dormitory issue, what might 
be called *middle Japan," which is nor- 
mally sympathetic to China, has failed 
to rally round the Chinese cause to E 
sure its political leaders and amii a 
the cantankerous Right. 


he Foreign Ministry, the most inter- 

nationally minded of Tokyo agen- 
cies and often accused at home of giving 
away too much to foreigners, ħas taken 
an unusually firm position vis-à-vis Pe- 

eos. king. After Deputy 
Foreign Minister Kensuke 
Yanagiya infuriated the 
Chinese by saying Deng 
seemed to have gone above 
the clouds and lost touch 
with the realities of Japan- 
China relations, the minis- 
try apologised to China for 
the style of his utterance 
but stuck to its substance, 
emphasising the feeling that 
China was not giving the 
Japanese credit for their 
goodwill and efforts to 
cooperate. Yanagiya was 
later sacked by Nakasone. 

The major Japanese 
newspapers have also re- 
mained cool towards Pe- 
kingon the dormitory case, 
consistently arguing for 
separation of powers and 
against Chinese interfer- 
ence in the due process of 
law inside Japan. On a late 
August visit, political editors of these 
newspapers disappointed the Chinese, 
who had apparently counted on their 
enormous influence to turn around Ja- 
panese public opinion on the case. The 
editors refused to devote large amounts 
of space in their newspapers to Chinese 
arguments, which they said were not 
new. This was in sharp contrast to the 
more pliant, and at times obsequious, 
attitude the newspapers had adopted to- 
wards China until recently. 

Further, the once effective “ pe 
to-people diplomacy,” tħrough which 
Peking could mobilise sympathetic 
gours; is not working. Even the Komei 

arty, which agrees with Peking on the 
issues of history and militarism and 
md claims credit for drawing out 
eng's June comments, has upheld the 
separation of powers concept. Other 
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"friendship" groups have also remained 
low key on the dormitory issue, partl 
because their lobbying role was Modh 
reduced in recent years when govern- 
ment-to-government relations were 
smooth and partly because China is seen 
to be asking too much. 

On economic issues, too, younger 
Japanese businessmen who are taking 
over the China business from the older 
generation tend to object to the allega- 
tion of Japanese “egoism” and “sharp 
practices." They complain that the 
Chinese are at once jealous of Japan 
and complacent about themselves, and 
demand more from Japan than from 
other foreign countries. 


One explanation for the Chinese fail- 


ure to rally middle Japan is generational 
change. The Japanese as a nation are 
often accused of being self-servingly 
forgetful — “unlike the West Ger- 
mans," one critic adds. While this may 
be truc, another factor is that today Ja- 
panese decision-makers are younger 
than their Chinese counterparts and 
have a different world view, given that 
power Japanese society 

as arguably undergone 
greater qualitative change 
than in China. 

There is said to be a 
marked difference of at- 
titude even between those 
Japanese who, or whose 
classmates, went to war 
and those who were 
spared the i eae bya 
few years. With the first 
group, the guilt and need 
or atonement, in cases 
where these exist, are felt 
personally, while they are 
more abstract and less in- 
tense with the second, 
slightly younger group. 


S emm! it has only 
been in the past sev- 
eral years that Tokyo 
ministries and agences 
began being led by top 
bureaucrats — (such as 
Yanagiya) who are no longer of the war 
generation. The war becomes progres- 
sively less real among those younger 
than Yanagiya. 

Another explanatior is nationalism, 
suppressed since Japan s defeat in war 
in 1945 but increasingly regaining legiti- 
macy with middle Japan. The Japanese 
have been in search of 3 new and posi- 
tive self-image and an international po- 
litical role matching their eco 
wess and sense of achievement. Wide- 
spread “Japan-bashing” in the US, Asia 
and Europe appears to be making at 
least some Japanese defensive and self- 
righteous. 

Nakasone's slogan “making a final 
accounting of post-war politics” and the 
popular advocacy of “saying what needs 
to be said" — that is, straight talk 
against what is considered unreasonable 
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_ feelings which could embarrass 
_ reformists, affect their open-door policy | 
and even disrupt bilateral relations, 





foreign criticism — epitomise the mood 
of the times, reflecting generational 
change and revived nationalism. 

Given this situation in Japan, Peking 
must do a better job of isolating the 
clearly chauvinistic elements of the Ja- 
panese Right (which are still marginal 
and anyway beyond China's ability to 
change ‘from middle Japan (which is es- 
sentially reasonable and well meaning), 
some Japanese specialists feel. Unless 
this is done, middle Japan may be 
swayed by the Right’s contention that 
the only way to prevent China from hit- 
ting Japan harder than the US on such 
issues as Taiwan, is for Japan to become 
militarily more powerful. China's pro- 
phecy of revived Japanese mili- 
tarism may be self-fulfilling, an acade- 
mic warns. 

The Japanese for their part should 
avoid stimulating latent anti-Japanese 
ina’s 


other specialists stress. They add that 


though Japanese perceptions of na- 


tional interests are di- 
verse, most people, in- 
cluding the Moscow-hat- 
ing  rightists, consider 
good relations with China 
important. 

And it is further be- 
lieved that the Japanese 
must learn not only to talk 
straight but to be a lot 
more sensitive to others' 
situations and feelings, 
and must accept that the 
acts of their fathers and 
grandfathers during the 
war will not be forgotten 
for a long time. One spe- 
cialist, head of a huge 
Tokyo think-tank who 
meets Japan-watchers 
worldwide, said that be- 
cause of Japanese lack of 
sensitivity and inability to 
explain, “fear that Japan is 
going strange again" is be- 
coming universal. The Ja- 
panese will have to expend a great deal 
more effort before Japan and China can 
become "ordinary good neighbours," as 
much of middle Japan wishes. 

More immediately, if the pessimists 
are right, the dormitory case may result 
in the scrapping of the 1978 peace and 
friendship treaty, which is up for re- 
newal next year, or even in a tempcrary 
severance of ties. Optimists feel the im- 
minent renewal of party leadership in 
China and a new prime minister in 
Japan are opportunities for the two 
sides to modify their positions in search 
of a face-saving compromise. 

While remaining firm on pucr 
Deng recently described the dormitory 
case as "a small problem," which is 
taken by some optimists as a sign that he 
wants to bring the situation under con- 
trol. uu 
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you can 
stabilise the | 
Australian | 1 
dollar | 


The Sydney Futures Exchange, | 
which already offers successful 131 
contracts in Bank Bills, Australian 
Bonds and Stock Index Futures, is 
now listing a contract in Australian 
Dollars, one of the-world's most 
volatile and actively traded 
currencies. 

Banks, merchant banks, large — | - 
corporations, investors and financial | — 
institutions, in Australia will now 
have more flexibility in controlling _ 
risk in the Australian dollar ex- 
change rate against the U.S. dollar. 


The Sydney Futures Exchange 
is playing a major role in the 
expansion of Australia’s financial 
services and products. 

Call the Sydney Futures 
Exchange or one of its members 
today and stabilise your Aussie 
Dollar exposure. 

Sydney Futures Exchange, — 
13-15 O'Connell Street, Sydney, 
N.S.W. 2000, Australia. 


Table of Contract Specifications: 


Contract Unit | $100000 Australian dollars. 

Quotations U.S. dollars per Australian 
dollar. 

Minimum US$/.0001 per Australian - 

Fluctuation dollar, or US$10.00 per 
contract. 

Delivery 

Months 


Telephone: (61) (2) 255 76353. 
Telex: AA126713. 74 ^ 1 
Cables:"Sydfuturex" aay Tu 
Sydney. EXCHANGE 
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PAKISTAN 





The ruling party scores a by-election landslide 


By Husain Haqqani in Islamabad 
T ruling Pakistan Muslim League 
(PML) has scored its first electoral 
success by defeating an oppositior- 
backed candidate in a by-election from 
Mian Channu in rural Punjab. The vic- 
tory has raised doubts about the ability 
of Benazir Bhutto's opposition Pakistan 


Results of 


Prime Minister 


People's Party (PPP) to seriously chal- party was revived by Junejo last vear i: 
as borne the stigma of havmg been 
created under the umbrella of power 


lenge the PML in a general election. 
The PPP apparently decided to take 
art in the by-election to test the waters 
or the forthcoming local council polls 
as well as for a general election due in 
1990. Under existing regulations, candi- 
dates are not officially identified by 
party affiliation. 

The PPP supported the candidature 
of Khalid Mujeeb Pervaiz, an unknown 
activist from an adjoinmg district, 
against the PML's Aslam Bodla, whose 
father represented the seat in parlia- 
ment until his death two months ago. 
PPP workers from all cver Punjab 
joined Pervaiz’ campaign, which was 
managed by the party's provincial vice- 
president. 

Bodla won the election with a re- 
sounding 82,523 votes against Pervaiz 
18,365. The PML termed it a victory for |? 
the government, while the PPP tried to | 
play down the impact of defeat by claim- 
ing its participation was unofficial and 
therefore politically insignificant. 


Direct dialogue 
Pakistani politicians call for talks with Kabul 
peces opposition politicians have stepped 
campaign to demand direct negotiations with the 
backed Kabul regime as a means of resolviag the eight-year- 
old Afghan ict. Several op leaders: have ac- 
cepted invitations from Afghan Najibullah to visit 
Kabul, defying the government's refusal to recognise the 
Kabul regime's legitimacy. 
Officials say these politicians are Pakistan's Af- 
policy by contributing to Soviet-Kabul propaganda. 
attempt to pressure the government was initiated by 
maverick oppositionist, retired air marsha! Mohammed As- 
ghar Khan. Khan recently met Najibullah and other Afghan 
communist leaders in Kabul. 

His statements after the visit praised the Kabul authorities 
for their sincerity and emphasised the need for national 
reconciliation in Afghanistan. “The Afghan Govern- 
ment is ready to share pewer with resistance leaders,” 
Khan told newsmen, arguing that Pakistan should 
stop supporting the rebel mujahideen and accept pro- 
posals for an interim government led by Afghan com- 
munists. Insisting that there was no military solution to 
the Afghan conflict, he said the commanists were well 
entre and the Soviets could inflict considerable 
damage on Pakistan if the mujahideen continued their 
war. 


their 
viet- 
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Message from Mian Channu 


the by-election im- 
mediately sparked. speculaton that 
Mohammed Khan 
Junejo might now start planning for a 
general election soon. From the P 

point of view, Mian Channu marked a 
major breakthrough. Ever since the 





and has had to struggle for acceptance 
as a political force. But the PML has 
since worked hard to organise itself and 
build up grassroots support. 

The PML also has the advantage of 
being better financed and more en- 
trenched locally in most constituencies. 
Politics in rural Pakistan depends large- 
ly on locally influential families and in- 
dividuals, many of whom are either in 
the PML or are available to run on its 
ticket in an election. But while local fac- 
tors favour the ruling party in many 
places at present, it might not be able to 
benefit fully from them in a general 
election. Local loyalties transform into 
rivalries at short notice, and Junejo will 
have a tough time reconciling feuding 
factions on a nationwide basis. 

The PPP's prestige suffered a serious 
blow from the defeat in Punjab where 
Bhutto had led large cheering crowds 
upon her return from exile less than 18 
months ago. The party's defeat was 
partly of its own making. It ran an ill-or- 
ganised campaign, and its candidate had 
no local influence. The party was bank- 
ing upon support for Bhutto to make a 
strong showing at the polls but this 
turned out to be wishful thinking. 
. Bhutto herself did not campaign, partly 
| to keep the facade of official non-par- 
. ticipation and partly to see how well the 
party could perform without her per- 
sonal involvement. 

The poor showing of the PPP con- 
firmed the view that Bhutto's personal 
popularity did not necessarily guarantee 
success for her party. Several party sym- 
pss called upon Bhutto to review 

er strategy and focus on issues and 
partv organisation. oO 


ML’s 


Khan's visit en other politicians to announce 
lans for similar trips. Ghulam Mustafa Jatoi of the National 
eople's Party Shah Ahmed Noorani of the religious 

Jamiat Ulema Pakistan said they would soon visit Kabul, 
while parliamentary opposition leader Fakhar Imam an- 
nounced glans to visit Moscow. Opposition senator Kausar 
Niazi is already in the Soviet Union. 

The o ition leaders argue that their decision to bypass 

reken Mins reflects frustration over the govern- 

ment’s ity to resolve the Afghan issue. But ruling 
politicians dismissed these views as a minority opmion 
and pointed out that the opposition’s leading figure, 
Benazir Bhutto, had not joined the Kabul-visiting band- 
wagon. 

y expressing pro-Kabul sentiments, politi hope to 
capitalise on public resentment over the domestic fall-out of 
the Afghan war and make Islamabad more flexible in talks 
with Kabal. Most Pakistanis want an early resolution to the 
Afghan problem which is seen as increasing domestic insec- 
urity. The public has been living with the constant threat of 
Afghan terrorist bombings. 

But resentment over the government's incapacity to deal 
with the terrorist threat does not ily represent will- 
ingness to accept permanent Soviet supremacy in Afghanis- 
tan. While Khan and his co called for direct talks 
with Najibullah, others argued might complicate the Af- 
ghan problem instead of resolving it. According to this view, 
Pakistan could get stuck with a maj of the 3 million 
refugees, who could refuse to return home if an Afghan set- 
tlement is unacceptable to them. — Husain Haqqani 
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The nrofession | touch of 
Lufthansa. 








©) Lufthansa 


German Airlines 


What to look for in 
a parachute company. 


The product: 

Highest quality construction 

Proven reliability 

Back-up system in case something goes wrong 
Highest standards of engineering and technology 

The company: 

Long history of experience in the field 

Has resources to teach you how to use the equipment 
Gives you a feeling of confidence 

Skilled people willing to make a commitment 


Understands what you have at stake 


Shares your concern for achieving the desired results 





What to look for in 
a computer company. 


(see What to look for in a parachute company, opposite page) 
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We're not in the computer business 
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IN SAUDI BUSINESS TRADITION. 


Quite naturally, the selid foundation leading to 
our phenomenal success as a commercial bank, 
i. started as far back as the year 1951. 


Ba driving force behind our success and continu- 
S growth has deen our ability and tradition to 
cep close contact with and to foresee and meet 
the need of our business partners. Today, that 
clear vision and approach has paid nch dividends 
in making us the largest commercial bank in the 
Middle East and the No. 1 bank in Saudi Arabia. 


Symbolising dynamism, size and financiel 
strength is our new 26 storey building headquar- 
ters downtown Jeddah, a monumental dedication 
to our founcers. Today, we stand firmly on solid 
ground; our balance sheet footings in excess of 
SR.85 billiom with a deposit base of SR.50 billion. 
Our branch network span the Kingdom with over 
170 branches, far bigger than any other bank im 
Saudi Araba. Additionally, our comprehensive 
services are supported by a global network of 


rz uico TF 
THE NATIONAL COMMERCIAL BANK 


branches and offices in London, New York, 
Frankfurt, Bahrain, Beirut, Singapore, Seoul 
and Tokyo. 


We trust this is the kind of base vou would need 
when conducting business in Saudi Arabia and 
the Middle East. Bearing in mind the wide range 
of banking and financial serviees weoer, we are 
there before you need us. Let's get together. We're 
ready when you are. 


MODERN BANKING WITH A TRADITION OF TRUST 


MAMAMA 
Tet: 531-182 
Tix. 9298 NCE GN BN 


BEIRUT 
Ta 809-354 — . 
Tix. 20642 SAUDÍ B 


NEW YORK 
Tat. (212) 916-9000 
Tix: 422037 NCB Uw 


LONDON 
Tet: 283-4233 
Th 8952594 NCB LON 


FRANKFURT 
Tel: 250-181 
Tix: 416507 NCB FÐ 


SINGAPORE 
Tel 535-0944 
Tix: 27196 NCB SIN 


SEOUL TOKYO 
Tei: 7564-00189 Tet 502-1228 
Tix: 425146 NCS SEL The 242-5125 NCB TKJ 





. The Minolta 7000. | 
|. The world's best-selling and 
No.1 award-winning autofocus SLR. 


Minolta's Hi-Tech autofocus technology that revolutionized SLR 
photography. Astonishing speed. Brilliant accuracy. Incredible — 
ease of operation, even in flash photography. They're all 
convincing reasons why the Minolta 7000 is the number one  - 
choice worldwide. Isn't it time to take a firsthand look at the 
autofocus SLR that's second to none? 


THE HI-TECH AUTOFOCUS SLR 7000 A 
ca 
A 


Minolta Camera Ca, Lid., 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Otia 541, Japan. dn 





The legend unfolds in Singapore. 





yy” 


THE O ORIENTAL 


SINGAPORE 





The Oriental Bangkok and personal service and elegant 
Mandarin Oriental Hong Kong have each accommodation that is the essence of 
become a legend, recognised the legend is captured here. 
internationally as the finest hotels Set amid spacious parkland, just 

in the world. But now minutes from the heart 

they are no longer alone at the top. of the city and commanding 
Fortunately, they are joined by spectacular harbour views, 
their new sister hotel, The Oriental is perfectly 
The Oriental Singapore. poised to introduce 
The same impeccable you to the legend. 


MANDARIN ORIENTAL 
THE WORLD'S FINEST HOTELS 


The Oriental: 5 Raffles Avenue, Marina Square, Singapore 0103. Tel: 338 0066, Tix: 29117, Fax: 339 9537. 
Mandarin Oriental: Bangkok « Hong Kong * Jakarta e Macau * Manila * San Francisco *« Singapore * The Excelsior, Hong Kong (An Associate Hotel). 
ThitlasdindHatale af fne reed 


leservation«e: Mandarin Oriental Hore Kono (S) 486G06 Sinoannre 3420 0034 vnr travel scent < nr Lirell Inteecenatrinnal 
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€ LAST week, I tinkered with the idea 
that Britain and France might have 
merged (or at least that France should 
have joined the Commonwealth) as 
proposed by then French premier Guy 
Mollet back in 1956. One aspect I failed 
to explore would have been the impact 
on the French press, and particularly its 
response to the adoption of the British 
queen as Head of State. French news- 
papers may treat the squabbles between 
the various pretenders to their own non- 
existent throne with amused derision, 
but are second only to those other good 
republicans, the US media, in their ob- 
session with the British royals. 

In an excellent 1984 book, Lies, 
Damned Lies (and Some Exclusives), 
Henry Porter surveyed the guttersni 
depths to which so many British dailies 
have sunk in their quest for circulation 
sales and sensations. Bare breasts on 
Page Three appeal more lucratively to the 
lowest common denominator than does 
news, and the old-fashioned journalistic 
search for news scoops has degenerated 
into a hunt for “exclusives” bought by 
editors waving cheque-books. 

@ IN his chapter on the royals, Porter 
wrote: “A French newspaper once con- 
ducted a survey of the way in which the 
French press presented the British Royal 
Family, and came up with the followin 
set of statistics. Between 1958 and 1975 
the Queen was pregnant 92 times, had 
149 accidents and nine miscarriages and 
took the Pill 11 times. She abdicated 63 
times and was on the peus of breaking 
up with Prince Philip 73 times. She was 
said to be fed up 112 times and on the 
verge of a nervous breakdown 32 times. 
She had 43 unhappy nights, 27 night- 
mares, and her life was threatened 29 
times. She was rude to the Queen of 
Persia 11 times, to Princess Grace of 
Monaco six times and to Queen Fabiola 
only twice; and she expelled Lord 
Snowdon from Court 151 times." 

The author comments that a survey 
of the British press would not produce 
such a high level of incident — though 
he does mention the number of times 
the Princess of Wales has been reported 
pregnant, suffering from anorexia ner- 
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vosa or bouts of post-natal depression. 
The book, however, was published in 
1984 and in the meantime I am sure the 
inventive gossip writers of Grub Street 
have more than surpassed French levels 
of creativity on the subject. It just goes to 
show that the two nations have more in 
common than was thought back in 1956. 
e I HAVE long suspected that monar- 
chical tendencies lurk unsuspected 
within the breasts of many republicans 
— and not only in Europe and North 
America. Despite their most recent ex- 
perience of emperors, I reckon the 
Chinese dearly love a Lord. This was 
only one of several reasons why I once 
— quite seriously — suggested Prince 
Charles should be appointed governor 
of Hongkong. 

è EVIDENCE of Chinese regard for 
royalty, however, is admittedly thin — 
which is hardly the case with Peking's 
communist neighbour, North Korea. I 
have remarked before in these columns 
(REVIEW, 23 July '86) on the inexplica- 
ble fealty the Pyongyang authorities pay 
to the British royals. The North Korean 
post office went into a positive orgy of 
commemorative issues when Prince 
William of Wales, was born in 1982. 
One of these stamps I reproduce below 
— featuring a royal family group, with 
handy perforations around the happy 
mother. 

But I cannot resist publishing 
another philatelic issue (kindly supplied 
by departing Peking correspondent of 
Le Monde, Patrice de Beer) in which 
Pyongyang lovingly charted the child- 
hood of the Princess of Wales. 

What can be the explanation? Has 
the ageing dictator Kim Il Sung long 
nursed an adulterous passion for Prin- 
cess Di? Or does he dream of marryin 
his own Crown Prince, Kim Jong Il, o 
to her, thus creating an unique Eurasian 
dynasty? 

e WHATEVER his ambitions in that 
direction, it now looks very much as if 
his hopes of mounting many events of the 
Olympic Games next year will be frus- 
trated. The International Olympic 
Committee doubts whether Pyongyang 
can provide adequate facilities (not 
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least, I suspect, for the world press). 

It was not clear whether the Opening 
Ceremony ever figured among the 
events Pyongyang wanted to hold. I am 
sure anything Seoul will put on will be 
even more breathtaking than its admira- 
ble efforts for last year's Asian Games, 
but the robotic disciplines commanded 
by North Korea would make it uniquely 
capable of mounting the ceremonial 
deemed necessary on such occasions: 
the flag waving, the hymns of praise, the 
marching and counter-marching, the 
creation of huge pictures by crowds 
wielding cards in split-second unison, 
and so on. 

Take, for example, the account of à 
"Music and Dance Performance" by the 
North Korean Army's Ensemble pub- 
lished in a Pyongyang illustrated 
magazine. The performance of course 
reflected all manner of Marxist virtues 
— the determination of the Korean peo- 
ple; the complete victory of socialism; 
the “worthwhile and optimistic life of 
the people and the soldiers,” plus of 
course absolute devotion to the Great 
Leader Kim Il Sung. 

What sounded like one of the sna 
pier numbers, entitled Care Shown for 
a Company's Hothouse, depicted 
assorted comrades rejoicing over a 
bumper harvest of fruits in a snow- 
covered greenhouse. Other numbers 
guaranteed to get into whatever is 
Pyongyang’s equivalent of the Top Ten 
included women sailors dancing with 
joy on The Day When I Receive the Dis- 
tinguished Service Medal; a mixed duet 
originally entitled Mixed Duet Sounds 
Over the Fields of Rich Harvest and a 
massed choir (most of the singers sport- 
ing yards of medals down to their 
waists) singing a rollicking chorus, The 
Song of the 10-Point Political Program- 
me. 

But even in this clinical environ- 
ment, Freudian overtones blossomed. 
A group of female artistes trilled Let's 
Sing This Glory of Having the Respected 
Leader, while an attractive so- 
loist sang a vibrating paeon of praise on 
the grounds that Robot is Introduced 
into my Working Place. 
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"Phe Chinese Communist Party S 
4 (CCP) 13th national congress in 
October is expected to adopt a crucial 
locument in which the party will for the 
first time attempt a comprehensive 
ideol ogical justification for the econo- 
mic reforms based on the concept of a 
“preliminary stage of socialism” corres- 
ponding to China's “backward” econ- 
omy e congress will thus directly 
confront the problem of defining 
Chinese socialism for the first time since 
he party abandoned Mao Zedong's 
thesis of continuing revolution 10 years 
Ago. 
. The concept of a preliminary stage of 
ialism — in which ;socialist institu- 
yperate only partially or imper- 














































ran extended period of time. 


d because in the past year they 





question of what, 


s) of Marxist theorist Su. Shaozhi, 
he theory of the preliminary stage of 


exploratory articles in the party press - 
ce mid-1986 and definitive articles 
ciment by party leaders. 

The primary thrust of the prelimi- 


me of private and other forms of own- 





ive forces.” At the same time, the 
ory. provides a rationale for the glar- 








pitalist societies. 
ortant discussion. 
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—- implies that private and mixed - 
ship of the means of the produc- | 
BU incentives and other écono- - 
| mally associated with 
ism may coexist with state owner- 1 


debate is not an idle one. An | 
cal basis for the reforms is | 


precisely, | "ih 
T Deng. diaoping. S phrase “social 





my ased on the work in the late 1970s - 


iocialism has been the subject of Mao: relying on chensma. 


ferences in the standard of living 4 
freedom between : “hina ; 
: compar 








wy this : ar was an article by Bao 
Zhao : 


ism with Chinese characteristics" ac- 
tually means has been an enduring my- 
stery since he coined it to help justify the 
reform programme he began in the late 
1970s. 

The various volumes of Deng's col- 
lected speeches suggest only what 
Chinese socialism is not — it is rot 
egalitarianism, nor shared poverty, nor 
the “mechanical copying of foreign 
(Soviet) experience .and models. 

lo most outsiders — and many 
Chinese — it hardly matters whether 
the reforms are really socialist. The 
abolition of rural communes and the re- 
turn to family farms, legalisation of pri- 
vate business, opening up to foreign in- 
vestment and trade — all were a wel- 
come ‘antithesis to Mao’s China and a 


come under sustained ideological | EPA aate 
k from conservatives for inconsis- EA AIF 
with upholding socialism. Con- | 
ng the definition of socialism and | 
terpretation of Marxist doc- | 

: ecome a critical political chal- - 
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. Ziyang's secretary and vice-minister of 
since late July this year, presumably re- _ 

ting rough agreement on a draft - 
| People's Daily on 5 January, shortly 
: | after large-scale student demonstra- 
nary-stage theory is to justify coexist- 
_ in Shanghai, 
5 with state ownership, corres- 
nd s M to China's “backward produc- | 


the State Commission for Restructuring 
the Economic System, published in the 


tions in support of democratic reforms 

Peking and other cities. 
Citing the “affirmation” that China 

is now in the initial stage of socialism in 


last year's central committee "resolu- 





Socialist spiritual civili- 


1 sation” — — -it ‘Sa in kei middle of a 






cialism e mature but Cad inferior 
ag of c — now lins after long 








eturn to rationality after 
| the Cultural Revolution. 

Some observers have concluded that 
China has abandoned socialism — 
Marx, Stalin, baggage and all. This is 
acutely embarrassing to China's rulers, 
the leaders of a Marxist-Leninist party 
still ostensibly dedicated to the ultimate 
goal of establishing communism, par- 
ticularly since this view of China's re- 
forms is shared by at leas: some party 
leaders. Other well-wishers of reform 
have noticed, but tactfully avoided 
dwelling on, the. incongruities of 
socialist bankruptcies, socialist la- 
bour markets and socialist stock ex- 
changes. 

Until now, the primary theoretical 
basis for reforms has been the idea that 
socialist China is a “planned commodity 
economy based on public ownership.” 
This formula, adopted in 1984, is un- 
derstood to mean that the market 
mechanism still operates in socialist so- 
ciety, that the economy must respect the 
“laws” of supply and demand, and that 
planning may be exercised through es- 
sentially Keynesian macroeconomic 
techniques as opposed to Soviet-style 
command economic planning. 


|: is a tribute to the power of Deng's 
personal leadership that reforms of 
such tremendous scope have been 
carried out over nine years backed with 
no more than this theoretical basis. 
But the attacks on the reforms over 
the past year have brought the problem 
of their ideological justification to the 
fore. Since the resignation of party gen- 


| eral secretary Hu Yaobang in January 


and the launching of a campaign against 
"bourgeois liberalisetion," new CCP 
Acting General Secretary Zhao Ziyang 
has succeeded in limiting the scope of 


Bao invites students who misplaced 
their bets on the older horse late last 
year by participating in the demonstra- 
tions to join in writing a beok on the in- 
itial stage of socialism, a task which will 
require several decades. After that, Bao 
said, “our children and our children's 
children will write a book en the inter- 
mediate stage of socialism." Liu Shao- 
qi's "advanced" socialism, outlined in 
1956, does not appear imminent. 

The most definitive explications of 
the preliminary stage of socialism 
theory so far are several articles by Liu 
Guoguang, a vice-president of the 
Chinese Academy of Social Sciences 
(CASS). 

Liu rejects the idea of a single rigid 
pattern of socialism, following on from 
Su’s 1983-84 studies of comparative 
socialist systems. To solve the problems 
of socialism through minor tinkering is 
destined to fail, Liu says. Reform means 


the “radical transformation of existing 


economic structures.” 
The most crucial lement of ne new 
HERI is the thesis that the *‘s 









orrors of 
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propaganda apparatus 


for this month's congress. 

According to longkong sources, 
propaganda is now under the charge of a 
new group consisting of Bao Tong, 
Zhao's secretary and vice-minister of 
the State Commission for Restructuring 
the Economic System, Wen Jiabao, di- 
rector of the central committee gen- 
eral office, secretariat member Hu Qili, 
State Council secretary-general, and 
Zhao ally Chen Junsheng, new party- 
school head Gao Yang, and new prop- 
aganda chief Wang Renzhi. 

Only Wang 


signalled in a speech delivered in June 
(REVIEW, 10 Sept.). 


But Zhao admitted that ideological ; 


pposition to the reforms exists in a 


speech delivered in May. Certain peo- 
e 


Zhao said, regard contracted man- 


Astle and leasing as “promoting pri- - 
€ factory director 


-väte ownership,” 
responsibility system as “abolishing 


. party leadership,” the household con- |. 


. tract responsibility system as "under- 








| control of the - 
from arch-con- © 
servative Deng Liqun and placing 
ideological clarification on the agenda 


is strongly identified. 
with conservative forces, and his accep- 
tance of a compromise with Zhao was | 


nouncement in 1936 that the socialist | € 
system had achieved a complete vic- | sade 
| han ever convinced of 


tory in all spheres in the Soviet 


Union. 


The devastating split in China' s 
leadership that led to “20 wasted years” 
(1958-78) and the convulsions cf the 
Cultural Revolution was in part a dis- 

ute over the issue of the stage socialism 
ad reached in the country. It began in 
1956: when vice-chairman and Mao’s 
heir-apparent, Liu Shaoqi, echoing Sta- 
lin, announced at the 8th National Party 
Con ress that the socialist transition 
had been basically completed. 


Henceforth, the basic contradiction | 
would be no longer the struggle 
t 
bourgeoisie, Liu said, but rather the | 
contradiction between an advanced . 
socialist system and society's backward | 
productive forces. Mao differed, be- | 


between. the proletariat and 


coming increasingly convinced that rev- 


olution was an unending process in | 


which class struggle with the bour- 


geoisie continued even after the estab- | 


lishment of socialism. 
. Liuand Deng reined in Mao after the 


mining the collective economic founda- |. 


tion." They pit planning against the 


commodity economy, regarding one as | - 


socialist and the other capitalist, and be- 
lieve that promoting a commodity econ- 


omy is "tantamount to promoting vp i 


talism.” 
Erecting a new definition of social- 


. | ism, however, poses serious risks of | 
eie exacerbating factional strife within the | 


| party, originating in a complex debate | ^ ; 


"^ about the nature of socialism that has 
continued for more than 30 years. Its” 


roots can be traced back to Stalin's s pro- xr l 


ownership is decided by the nature of |. 


productive forces." Thus, Liu rejects the 
idea that state ownership of the means 
of production is intrinsically more ad- 


vanced than collective ownership, or | 
that private and other forms of || n 


ownership are , incompatible with 
socialism 


H; ighly hly centralised forms of produc- 
on, suchas heavy industry, may be 
compatible with state ownership, but 
other forms may be more suited to indi- 
vidual or collective ownership. There 
should be no rigid separation in the op- 
erations of different ownership sectors. 
State and collectively owned enterprises 
may be operated or leased by collectives 
or individuals. 
Contract management, leasing and 
the issue of stocks or shares will not rad- 


ically change the nature of public own- | 


ership, Liu says, as long as control of 


ownership remains in the hands of the 


state or collectives. 
Legitimising these different forms of 


ownership. has. radical implications for | 
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the traditional socialist principle of ies 





tribution of social wealth accordi 


work. Although distribution acco ing 
to work remains the dominant mode, 
said economist Dong Fureng, cirector 
of the economics institute of CASS, in 
an interview with Guangming Daily 
published on 28 July, other modes of 
distribution are applicable as well, in- 
cluding profits earned from shares ‘and 


‘income earned from the leasing of 


houses and equipment. In the past, 
these have been regarded as intrinsi- 
cally exploitative. 
Finally, the theory of the preliminary 
stage marks a decisive break with the 





a identification of socialism with mandat- 


T 3rd plenum of the 11th. cen 








the Mao-inspired Great Leap Fo 
| (1958-60). Liu’s concept could 


while the productive forces ca 


ed 
AT 


realise the interests of all people i 
| ciety. The false impression of no confli 
_no longer exists. | 
_no longer monolithic.” | 
















































capitalist restoration, Mao decic 
epponents in the party wer 
new bourgeoisie. Relying on 
charisma and prestige, he found alli 
who saw Chinese socialism his way anc 
launched the Cultural Revolution. 


committee in December 1978 mark 
the turning point in Deng'sstruggle with 
Mao's successor, Hua Guofeng, and 
beginning of the reforms. This meeting 
rejected Mao's thesis of continuing rev- 
olution, declared an end to large-scale 
class struggle, and thus seemed 
plicitly to rehabilitate Liu’s line at 
3th congress as well. Or did it? 

Disagreement over how to. evaluat 
the 8th congress split the Dengist coali- 
tion. The problem, as academic 
Michael Sullivan and Bill Brugger hi ve 
pointed out, was Liu’s notion that the 
socialist system in 1956 was “advan 
— meaning highly collectivised, 
tralised and governed by Soviet-s 
plans. 

Liu's version of the principal 
tradiction made it more likely 
China's “backward productive fo 
would be brought in line with the 
vanced socialist system" than the o 
way around, the kind of thinking w 
underlay the “leftist adventuri: 


only minor tinkering with the syst 


But the reformers wanted à ra 
tuning of the socialist system to. 
it mesh with backward Pron uc 
forces. 

Su Shaozhi, in 1979 a theorist | 


ory planning in non-market economies 
which was fudged in the “planned com: 
vrai economy" formula adopted i in 
"Not only did capitalist nations in 
| Europe and America begin to engag 
mandatory planning after the 19305, bu 
even Nazi Germany under Hitler prac- 
tised a ‘controlled economy," noted 
Wang Yizhou, a protégé of Su, in in 
Shanghai World Economic Herald 01 
10 August. “All modern economies are 
subject to planning guidance, thougl 
the forms, method and scope varies 
and all modern economies must distri: 


stage theory’s multiple economic forms 
imply a corresponding pluralism in poli 
tical, social and cultural affairs. “N 
single person or organisation can a 
lutely and completely represent ant 





eople's " 








party melt ago People’s Daily, argued 
persuasively that socialist relations of 


= SSS — 0 E 


production could only be advanced if | 


they suited and facilitated the develop- 
ment of productive forces. The people's 
communes did not meet this test in the 
1950s, nor in the 1970s. 

Su maintained that China was still in 
a state of transition to socialism, imply- 
ing that much of the 1950s' so-called 
socialist edifice should be dismantled. 
But if China was not yet even socialist, 
then everything could be questioned, 
including the end of class struggle and 
even the party's leading role. A view 
adopted by some theorists is tha: 

rhaps capitalism was an irdispensable 
istorical stage — as per Marx but pace 
Lenin — which China still had to pass 
through, a view adopted by some 
theorists. 

(Su was removed at the end of Sep- 
tember from his post as head of the Mar- 
xism-Leninism Mao Zedong Though: 
Institute of the Chinese Academy of So- 
cial Sciences.) 

If Liu's "advanced" socialism left lit- 
tle room for reform, Su's proposals 
threatened to throw the socialist baby 
out with the 8th congress bathwater. 
Different wings of the Dengist coali- 
tion, now known as conservatives and 
reformers, disagreed as to which parts 
of the 1950s' system were fundamentally 
socialist, and thus to be preserved, and 
which were "antiques" or "additions" 
mechanically copied from the Soviet 
Union. They still do. 

Deng placed himself squarely be- 
tween the horns of this dilemma when in 
March 1979 he proclaimed the four 
basic principles of socialism (dictator- 
ship of the proletariat, leadership of the 


| rg — 


arty, following the socialist road and | 


arxism, 
thought). China would remain socialist 
and reform. Deng fudged the issue 


Leninism, Mao Zedong — 


again in his opening speech to the 12th | 


congress in September 1982, by mainly 
praising the 1945 7th congress. Deng 
said the 8th congress line was correct, 
but that it hac not been adhered to in 
practice because the party was not 
adequately prepared ideologically. 

e conclusion drawn from the his- 
tory of this iceological debate. Deng 
said, is "to integrate the universal truth 
of Marxism with the concrete realities of 
China, blaze a path of our own and build 
‘socialism with Chinese characteris- 
tics'," which Deng made no attempt to 
define. Despite the reforms, for the past 
decade Chinese leaders have been un- 
able to agree on a rigorous definition 
of socialism, a situation they de- 
scribe as “theory lagging behind prac- 
tice.” 

Now Zhao, under pressure, has 
taken these contradictory strands, the 
“four basic principles” and reform, and 
called them a dialectical unity. The hard 
part, which Zhao may not be able to 
avoid, will be to explain what they 
mean. ü 





DIPLOMACY 


Hands across the sea 


India and Burma ratify a maritime agreement 


By Salamat Ali in New Delhi 


n yet another that Rangoon is coming out of its self-imposed isolation, 
pure ecd Burmese ddepticn sicca 1904 Vi AREAS In id Sen, 
tember. Led by F Minister Ye Gaung, a seven-member Burmese group 
ex with I ments of ratification into force a bilateral 
treaty to demarcate the two countries’ mutual maritime ° 

treaty, agreed on 10 months ago, delineates the economic 
zones of the two countries in the Andaman Sea by a single continuous line run- 
across the Bay of Bengal and further south into the Andaman Sea. The di- 

line is based on the principle of equidistance. 

India has arrived at similar maritime boundary with In- 
donesia, Thailand, Sri Lanka and Maldives. With the Burmese , the only 
unsettled Indian maritime borders are witi Pakistan and Banglades, "RES 

Although Ye Gaung's visit does not te any in Burma's e 
definition of strict Saiil, which has the country out of such regional 
groupings as Asean and the South Asian i for Regional Coopera- 
tion, New Delhi seems quite with Rangoon’s stance. Indian leaders 
have visited Burma with few return visits by their counterparts. Ye Gaung is 
the first Burmese of any stature to visit India since Burmese leader Ne 
came to New Delhi in November 1984. 

Details of Ye Gaung's discussions with Indian leaders are atqut known. 
However, it is understood that the expansion of bilateral eco relations 

was discussed. Current two-way trade is a 
meagre US$20 million annually, with the bal- 
ance in Burma's favour. 

New i also took up the settlement of 
claims of Indians whose assets were 
nationalised in Burma in the 1960s. Other is- 
sues concerned pensions of Indians who had 
earlier worked in Burma and the grant of Bur- 
mese citizenship to 200,000 people of Indian 
origin still living in that country. 

ut a far more important issue discussed 
between the two sides relates to «AME 
in curbing cross-border insurgencies. 
number of insurgent groups harassing Indian 
security forces often shelter in Burma 
whenever pressure from Indian forces 


agaland — an insurgent 
state 
has shifted its base to Burma's remote Kachin 
€ be Di neq, A, iden Series 
t i region of another 
state, Arunachal m iie 
pec TE ABA and. Icio v M choo ment X 
their mutual iand border. The two sides signed an tin to demar- 
cate the border — leaving out only the trijunction een India, China and 
Burma, which was to be tackled after the settlement of the Sino-Indian border 
dispute. However, the Indo-Burmese land border remains to be settled. 
Unlike the Sino-Indian border, which runs uninhabited and large- 











of rival territorial claims. Dur- 
ing World War H, Tea ptio unii sauna ecu ciis iorum 
and Kalewa in Burma. At one point the road passes India's 
state, creating a small Indian enclave of about 20 km?, 

ance Cone ihe ros on vitet strat significance in with its 
own insu es and believes that the ted area along the en- 
tire road should be part of its territory. The two sides have yet to untangle this 
colonial legacy. 


ted further 
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. REDEFINING THE THEORY OF TIME 





The Philadelphia Stock Exchange Announces 
New Extended Evening Trading Hours 


Beginning September 17 (September 16 in trading time in the Far East, adding up to 

the U.S.), you can figure on a different kind more advantages than ever before. The 

of trading day at the Philadelphia Stock fact is, PHLX is the international market 
Exchange. Our new equation for opportunity for creativity, fiexibility and convenience. 
features trading in foreign currency options The way we calculate it, our reputation for 
Sunday through Thursday evenings, from / innovation is surpassed only by our tradition 
to 11 p.m. (Philadelphia time). of service and excellence. 


Our expanded hours correspond with prime 


c a 
Philadelphia Stock Exchange 
1-800-THE PHLX 
The Philadelphia Stock Exchange, 1900 Market Street. Philadelphia, PA 19103. Telephone: [215] 496-5165. Telex 4761031 PHLX 
European Office. Basildon House, 7-11 Moorgate. London EC2R GAD, Telephone: 01-85085-234£ Telex 892735 PHLXUK G 
Hong Kong Office. 10/F One Exchange Square, 8 Connaught Place, HONG KONG Telephone: 5/844-7607 Telex: 81841 FIDLH HX Fax: 5/B68-0149 
Tokyo Office: Kyobashi Tokiwa Building II. 4th/FL 8-5, Kyobashi 2-chome, Chuo-ku, Tokyo 104 JAPAN Telephone: 813-327-9389 Telex: J32384 JBCTYO Fax: 813-561-2850 





FAR FASTERN ECONAMIP REVIEW a R OCTORER 1987 53 


ARTS & SOCIETY CUSTOMS 


A young widow burns 
in her bridal clothes 


By Salamat Ali in New Delhi 


m backdrop is not medieval India 
but the late morning cf 4 September 
1987 in the prosperous village oí 
Deorella about 50 km from the famous 
pink ie of Jaipur. Watched by about 
4,000 villagers, a young woman with the 
head of her dead husband resting on her 
lap, sat on a funeral pyre and was 
burned alive. In terms of headlines, the 
macabre event briefly rivalled in impor- 
tance Prime Minister Rajiv Gandhi's 
continuing fight for political survival. 
For religious reasons or out of fear of 
retribution by some frenzied villagers, 
none of the thousands of witnesses is 
prepared to discuss dispassionately 
what happened. There are no reports of 
any kind of coercion. Instead, the nor- 


mal assertion is that the girl sat there | 


with an ethereal smile on her face and 
that the pyre was lit, not by human 


hands, but miraculously by divine | 
flame. On strong assurance of anonym- | 


ity, however, only one witness admitted 
hearing the girl call out for her father. “I 
heard her say ‘papa! papa!’ when the 
flames engulfed her,” he said. She was 


only 18 and had been married for only | 


eight months. 
Daughter of a bus company owner, 


the teenager Roop Kanwar was married | 


to Maan Singh, son of Sumer Singh, a 
teacher in the local higher secondary 
school. Kanwar was a high-school 


graduate. Her husband was a university 
graduate and died about 48 hours after 
an attack of that common Indian ail- 
ment gastroenteritis. Her father-in-law 
said that “with every passing minute the 





Lg 


Ax 2 
ditional marriage ceremony; tribal women 
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spirit took possession of her soul." He 
or his family could do nothing to dis- 
suade her from committing sati. Sati is 
described by the villagers, as well as by a 
large number of other devout Hindus, 
as the most noble act of loyalty a widow 
can perform for her husband, who, in 
the Hindu religion, is supposed to be 
considered a god by his wife. 

One villager, however, was closer to 
the truth. He said that “after all, she had 
no life to look forward to. A widow car- 
not remarry in our community and she 
had no children. Our society treats a 
widow as an evil omen and an ecc- 
nomic liability. She has to remain bare 
foot. sleep on the floor and can never go 
out of the house, for she is slandered if 


seen talking to a man. She is better off | 


dead." 
Deorella of the Sikar District of 
Rajasthan state, where the incident oc- 


curred, is dominated by the Sakhtwat | 


clan of Rajputs. With a population of 
about 5,000, it is well connected by bus 
routes and home to a prosperous and re- 
latively well-educated community that 
Saw its last sati performed 69 years ago. 
The Sakhtwat Rajputs are notorious for 
glorifying widow burning but, like 
their fellow believers, they do not see 
any reason for widowers to commit 
sati. 

The village has electricity, TV sets 
and other modern amenities. A: her 
marriage, Kanwar herself had brought a 
dowry of gold ornaments, electric fans 
refrigerators, a TV set, and a radio. She 
was burned in her bridal clothes. The 





rest of her dowry was discreetly left be- 
hind with the in-laws. 

It seems that except for Kanwar her- 
self, everybody has gained through the 
ghastly episode. Her father Pal Singh 
Rathore, promising to donate money 
for building a temple, declared that his 
daughter was a martyr, a goddess wor- 
shipped each day by thousands of pil- 
grims at her cremation site, and has 
given his family "a social standing" 
and fame that would go down in his- 
tory. 

The economy of the village is boom- 
ing with pilgrims pouring in at the rate 
of 10,000 a day. The villagers have set 
up shops to sell food to visitors, and of- 
ferings like silk cloth, coconuts and 
sweets for the cremation site as well as 
pictures of Kanwar herself, for as much 
as US$3. People in the transport busi- 
ness are also doing very well. The col- 
lection boxes kept at the cremation site 
have to be emptied almost every hour. 
The total collection by 16 September 
was said to be around US$250,000 — by 
no means a smal) amount, coming as 
it does from the impoverished peasan- 


try. 


T. only group that felt concerned 
was a women's social action group at 
Jaipur. The group wen: to the Rajas- 
than High Court demanding gov- 
ernmental action against the glorifica- 
tion of sati. It took strong exception to a 
widely publicised ceremony on 16 Sep- 
tember , the 13th day after the crema- 
tion, and the plan to build a temple on 
the site. The advocate-general of Rajas- 
than argued that the announced cere- 
mony was a social and religious function 
"basically of the family" andthe govern- 
ment could not declare it illegal. But he 
promised to carry out the court's deci- 
sion. 
The court ordered that no public 
JAGDISH AGARWAL 
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the crowd that turned up for the cere- 
mony was variously estimated at be- 
tween 250,000 and 400,000. Worship- 
pers included even some senior politi- 
lawyers, doctors, students, 
teachers and industrialists. The police 
had stopped all la transport 12 km 
away from the village 

All the same, people came on trac- 
tors, the 200 buses provided. by Kan- 
war’s father, bullock and camel carts 
and on foot to see the cremation site, 
guarded by four swordsmen and sur- 
rounded by a ring of other swordsmen 


who circled the site constantly with drawn : 


weapons. They kept a vigil to prevent 
tantric spells from interfering with the 
cremated girls soul. Miracles were an- 
nounced. One pamphlet glorifying sati 
stated that a pilgrim had regained use of 
his: paralyse limb. 
 . The police kept away from the scene 
‘and did not arrest anyone except Kan- 
war's 15-year-old brother-in-law who 
had lit the funeral pyre. He told the 


police that he was carried away by slo- 
gans of "long live the mother sati 


| goddess" and that he was afraid sati 


might curse him if he did not light the - 


pyre. The curse by one sati about a cen- 
tury ago is said to have ruined a whole 
family. 


unction be held. But on 16 September 


AEN 
y TC i 
V belated investigation. 





Bentinc 
agitation Jed by the Hindu reformer 
Raja Rammohan Roy. 

According to various women’ S Or- 


 ganisations which are demonstrating 





around the- country, the issue is not so 


much the. Sur of _Kanwar, but is B] 
en 


The police are afraid of public. reac- | he : bai 
tion, because Kanwar has been placed | to 





firmly as a goddess in the local Hindu 
hief Minister of Rajasthan 

ardeo Joshi condemns that act but 
says that sati is highly. appreciated by the | 
people who consider it their religious 
right. His home minister, Gulab Singh, 


antheon. 


himself a Sakhtawat Raj ut, has been 
making odd statements. though pro- 


ple at the cremation site, he also said: 


"To worship is a civil right under the. 


constitution, Should the government 
encroach upon the constitutional rights 
of the citizens?" 

Local officials are doubly: hesitant to 
take any action. One of them was re- 
ported by the newspapers as saying that 
since there were no witnesses. to the 
crime, the. 
sure if there had been sati at all. The ab- 
sence of the police at the ceremony on 
16 September, as well as the officials’ 
extreme caution is attributed by the vil- 
lagers to the power of the mother 
goddess. 

Sati is banned under the Indian law 
and the Rajasthan government regrets 
it did not know in time to prevent the 
“heinous crime." But it did not act to 
stop the 16 September ceremony be- 
cause, apart from the huge crowd, it was 


afraid of the 1,000 young Rajput. men | 


-who had vowed that any interference 
with the ritual would be over their dead 
bodies. 

But human-rights groups in India 


argue that religious sentiments in In- 
dia today can hardly be more sensitive ` 
than they were 158 years ago when the . 





'vernment could not be 


year from. ;pilgrims us rom: all 
OVer. | 








to nw bee! 

carbon monibxide afer ae rendered 
“unconscious by the rising flames. Burns 
on only 10% of. the body are enough — 
to cause total unconsciousness. Quite . 
what that feels like is anybody's guess. It 
cannot be very pleasant. And no woman | w 
can relish the Prospects of such an ex- | 
perience. 
mising to prevent the building of a tem- | 





has come from two ends of the. 
cal spectrum. The militant «| 
Bharatiya Janata Party is. ‘considering 
taking action against some of its Rajas- 
than leaders, who attended the 16 Sep- 
tember ceremony. And the communists 
have demanded the dismissal of the 
Rajasthan government for flouting the 
court orders and not preventing the 
ceremony. 
‘œ Although: Gandhi sent one of his 
ministers to Rajasthan to investigate, 
resulting i in the belated arrest of four of 
Kanwar s in-laws, the ruling Congress 
and other centrist parties have not 
reacted strongly. Neither is there. any 
sign, so far, that the huge amount of 
money collected at the site would be 
confiscated. And donations from some 
of India's richest citizens are not being 
blocked. | | 
Protesters against sati demand that 
the building of a temple on the site 
— the stated purpose of the collections 
and donations — be stopped. One 
should bear in mind, however, that an 


old sati temple in Ra jasthan i is said to be 


collecting tens of millions of rupees each 





British governor-general Lord William - 
banned the ritual following 


| becomes even more stretched. I 


| poe from the bigger comm 







ands con 
|; spect. It is not X for nothing th: 
The strongest condemnatión of sati ha 

Hindu. 


|! | thousands just 18 months ago h 
| | people who, with little reluctance, ca 
| themselves middle class. - - 


in the Makati environs of Manila 


tural country. 


unusual for s sel 


j phenomenon goes m 






























By James Clad in Manila 
D uring the most recent, and mos 
violent, military mutiny on 2 
gust, the country shed more than a ft 
Fusions about “people power 
streets did not fill with the type of pe 

ple prominent in their hundred 











In the Philippines this elasti 






















































rms, the legions of government 5 
ployees, notably school teachers 
the more moneyed professiona 


vicing the modern comme 
a still heavily commodity basec 


The. instant. le en d 
whelming the *Februa 
last year has usu 
the middle-class chara 
leading to Marcos' depar 


Y dt papered the 





led “legal Left” here hac 
tially exempt from the “salvag 
lesser forms of haras : 

gilante gangs 


people who staff the leg 





| voutly communist in their £L com 


leanings, remained: exempt. 
killing of ex-student leader and B: 
secretary-general, Leandro Alejai 
may have changed all this. | 

n any case, the erosion of middle 
class tolerance for the continuing dr 
of President Corazon Aquino's govern 
ment has been a constant, if quiet deve 
lopment during most of 1987. Two pil 
lars of her government in particular, thi 
Roman Catholic hierarchy and the busi 
ness community in Makati, very obvi 
ously had become upset at the inabilit 
of Aquino’s advisers to cooperate. Thi 
disarray among the military cause 
deep unease. The succession 
mutinies, each one noisier and mor 
violent, at the very least upset c 
investment planning: no one. dis: 
that the economy here was. gr 
again after the dreadful contractio 
1983-86. 

The mutineers had the effect 
ting plans back, and back again 
ers and corporate. la 








weeks, sometimes months of negotiat- 
ing come to nothing — in November. 
then in January, to a lesser extent ir 
April and then with a vengeance at the 
end of Augus:. More to the point, the 
wild bull ride cf the sharemarket, oblivi- 
ous to any but the crassest signs of weak- 
ness in the government, finally had to 
"discount" thcse ever more telling signs 
beginning in July — a full month before 
the 28 August revolt. 

This all tends to become discourag- 
ing. The return during 1986 of the 
“steak commandos” — the comfortably 
self-exiled Filipinos in the US and else- 
where — was not accompanied by a 
commensurate reverse capital flow. 
Some areas of immediate gain did pick 
up — some parcels of real es:ate rapidly 
traded hands and some people poured 
money into condominiums and new 
shopping centres. Mass consumer busi- 
nesses such as the Coca Cola bottling 

lant and the ever-profitable San 





iguel breweries also rode an upswing 
of demand, fanned still further by elec- 
tion-time spending that scattered bil- 





Pro-Aquino women demonstrate in February 1986: erosion of support. 


lions of pesos around the countryside — 
as effective a trickle-down mechanism 


as any yet devised. 

B: this, as one banker said, 
amounts to "turning lights back on in 

empty rooms, not building on new 


rooms to the mansion." He meant that, | 


short of another Marcos and frantic re- 
newed capital flight, there almost had to 
have been some turnaround. The prob- 
lem he sees is that, once most of the di- 
lapidated rooms are dusted and relit, 
what then must happen shouid be 
quite different from just adding and 
extra shift to an almost moribund as- 
sembly line or placing more orders for 
beer. 

t is at this juncture that Manila's 
commercial micdle class now finds it- 
self. And the cycle of ever-more bloody 
dissent from the military, backed by ele- 


| 
| 
| 
| 








ments of the February anti-Marcos coal- 
ition that lost ground to Aquino's peo- 
ple in the intervening period, now 
means that this extra risk-taking, 
longer-range planning and stick-out- 
your-neck investment will not happen. 
Uniess the government really can 
start to take hold. The drift of the past 
18 months mus: not serve as a pointer to 
how the Philippines is necessarily gov- 
erned. The astonishing thing is to hear 
people speak, with every sign of honesty 


and assurance, about days only two dec- | 


ades ago when a tolerably efficient civil 
service could take orders, and when the 
military stayed in their barracks and the 
bishops in their churches. The politi- 


cisation of the conservative middle | 


classes here — a conservatism glaringly 
obvious in the religious iconography 
employed during the "EDSA revclu- 
tion" — was inevitable during the three 
years of catastrophic inflation combined 
with plummeting economic perform- 
ance after Benigno Aquino's assassina- 
tion in August 1983. 

The most unnerving thing about the 








28 August revolt is the almost palpable 
silence of the middle classes, those with 
nest-eggs to protect. A vogue for dollar 
accounts flourished anew. At least 10 
professionally trained Filipinos ap- 
proached this correspondent, and many 
others as well, to ask for our assess- 
ments of “the long-term view.” “Not 
that you necessarily know anything 
more than we do .” one inquirer said en- 
gagingly, “but it’s just nice to get an out- 
sider's view." In almost all these cases, 
the people concerned have now decided 
to take that financial analyst's job in 


California, or dust off plans to join that | 


aunt in Australia. 

The visa application queues show the 
result. By September, the US Embassy, 
prime magnet of these hopes, had 
nearly 430,000 applications for the vary- 
ing types of migrant visas. A surge of 
new entreaties fcllowed the 28 August 


t n 
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debacle and the paralysing drift after- 
wards as the government changed the 
cabinet line-up. Australia, Canada and 
other countries also felt the increased 
attention. 


Bankes now say that the renewed 
capital flow has slowed almost to a 
teasing trickle. An economy poised to ac- 
cept the basic investment in new plant 
and products it so badly needs remains 
fixated by the serpent of political de- 
mise. And the middle classes are not 
slow to see that the labour unions, 
exhilarated by the success of the trans- 
port strike just two days before the re- 
volt, also sense a weakening of govern- 
ment and business resolve. 

This mood means that the carefree 
abandon of the “February Revolution” 
is not likely to be repeated on Manila 
streets. The shooting which punctuated 
the early morning hours of 28 August 
near the presidentia! palace and in the 
middle-class suburbs near Channel 
Four spell a nastier type of politics. The 
teachers. yearning for est pay in- 








creases, the nuns dismayed by a ram- 
pant military, the businessmen in their 
Makati clubs fuming over a thrice de- 
layed loan agreement with foreign 
financiers — all these sections have 
rudges and might not heed a call 
rom the church to defend the govern- 
ment. 

That call, anyway, did not come on 
28 Augen. All Aquino could do was de- 
liver, hours too late, a homily on the 
need for “reconciliation.” “We need 
peace,” said Cardinal Jaime Sin. A 
worthy objective, but one that the mid- 
dle classes see as becoming more elusive 
in the passing months. In the next round 
of violent dissent, they will stay at home 
and remit abroad as fast as they can 
their dollar savings to a hoped-for coun- 
try of new residence. “There’s only one 
way out," said one professional. “To get 
out." oO 


8 OCTOBER 1987 e FAR EASTERN ECONDMIC REVIEW 























MIDDLE EAST 


Oil remains king in the Gulf 


set for a resurgence of economic growth. Rising export 
earnings from the end of this year will provide the funds to 
finance a recovery in import demand, in the view of several Middle 
East economic analysts. Merchandise imports are expected to rise 
to more than US$50 billion in 1992, compared with 1986's 
US$33.4 billion | 
Given the sharp fall in oil prices in 1986, analysts were impress- 
ed that the overall output of 
fuel exporting countries 
should have fallen by only 
0.7% last year. These states 
had to combat adjustments 
to their terms of trade, which 
— had tough measures not 
been taken — would have 
entailed a steep fall in such 
terms, according to an Inter- 
national Monetary Fund 
(IMF) assessment. The 
losses would have repre- 
sented the equivalent of 13- 
15% of national income. As 
it was, through large in- 
creases in exports and even 
larger cuts in imports, the 
fuel exporters were able to 
hold the deterioration in 
their trade account to 
US $50 billion. 
A key element in this 


A« more than four years of recession, the Gulf countries are 





A fresh assessment of the world's energy reserves, drawn up 
mainly by the staff of the United States Geological Survey, found 


that the eight states bordering the Gulf have proven reserves of - 


420.1 billion barrels, or more than half the world total of 795.4 bil- 
lion barrels. 


While ruling out the likelihood of any additions to the world’s 
existing 22 major oil basins, the study notes that, in the Middle - 


East, "substantial discoveries will continue to be made. " The study 
— which is expected to be- 
come the standard work on 
the subject — also notes that 
while the world's reserves- 
to-production ratio is 40 
years, that of the Gulf states 
exceeds 100 years, with re- 
serves amounting to 420.9 
billion barrels. 

With oil accounting for 
85-97% of their exports and 
80% of government re- 
venues, the Gulf states will 
continue to depend on the 
oil maket for their wellbeing. 
But even with the decline in 
oil prices, the region still has 
oil revenues of around 
US$45 billion a year which, 
says Gulf International Bank 
economist Henry Azzam, is 
: more than sufficient to sus- 
tain healthy economic con- 


prospectus is the belief that Jebel Ali port: evidence of diversification. ditions for a total population 


Saudi Arabia's efforts to re- 
duce the kingdom's balance-of-payments deficit will pay off and its 
current account will move into surplus in 1991. 

Saudi Arabia's non-oil exports grew last year by 3876 in value to 
US$1.3 billion. Re-exported commodities rose by 26% to US$696 
million in the same period, while imports dropped in 1986 by 17% 
to US$18.9 billion. 

Business confidence, as manifested by prices of stocks traded in 
various Gulf countries, is seen to be returning to the region. The 
weekly turnover on the Saudi Arabian stock exchange has more 
than doubled and in Kuwait, share prices rose in value by 2575 on 
average in the first quarter of this year. 

The recent firming up in oil prices at the US$18 level has 
reassured the international financial community and most of the 
Gulf states are expected to see a gradual upward trend in rev 
enues 

The strategic and economic importance of the Gulf states has 
been reinforced by a study that shows that the eight states border 
ing the Gulf remain the principal home of the world's hydro-car 
bon reserves. This situation is likely to change only 
with massive investment in costly heavy crudes 
nd bitumens. 
urthermore, the phenomenal investment in 


clusions were reached in special- 
d to the World Petroleum Con- 
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of around 15 million. 

Giving a detailed analysis of the prospects for the Gulf countries 
and the world oil market in the 1990s, Azzam predicts that world oil 
prices are unlikely to rise significantly in the coming few years, be- 
cause the market is undermined by the exclusion from the Opec 
pricing accords of barter deals and refined products. But he fore- 
casts a gradual rise in prices to US$19 a barrel next year, US$22 in 
1990 and US$28 in 1995. High production and exploration costs 
faced by non-Opec producers would favour Gulf states, where the 
cost of production is less than US$2.5 a barrel. While the Gulf 
states could therefore expect to increase their share of world oil 
output, other factors should foster economic recovery: a more di- 
versified economic base, a more active private sector and the set- 
ting up of worldwide marketing networks for oil products. 

The economic structure of the Gulf countries in the 1990s is ex- 
pected to be noticeably different from that existing in the mid- 
1980s. The main characteristics of the forthcoming development 
decade include: a more diversified production base away from oil, 
larger private-sector participation in the various aspects of the 
economy, world-wide marketing networks for 
downstream oil products, greater regional integra- 
tion and a more balanced labour market with less 
dependence on expatriate labour 


rch for non-Opec oil has proved a dramatic The supplement was Over the next few years, the Gulf Cooperation 
ne leading US manager dubs it "the prepared by Council (GCC) states can be expected to increase 
location of investment capital in his Michael Knipe their refining capacity to around 3 million b/d and 


to expand vertically through the purchase of mar- 
keting networks worldwide. Kuwait has already 
bought several European refineries and hun- 
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Your First Class choice. 











In the finest traditions of First Class travel, carefully selected to ensure they can converse 
we cater for your every need. Our cuisine is in all the languages likely to be spoken by our 
truly international with a wide selection of executive passengers. We offer more flights to 
recipes from all over the world. Honoured by more places within the Gulf than any other 
La Chaine des Rótisseurs. Special diet meals airline. 
can be pre-ordered to suit personal For the smoothest connections west 


requirements. to east or east to west, Gulf Air 
The new-lock interiors and luxurious serves you best. 


sleeperseats give our cabin the stylish elegance à Y 
you'll enjoy. Free stereo headsets provide cyl md s 
mus:cal entertainment to please all tastes, 

including the latest movies. GULE AN 
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dreds of petrol stations to help it market its oil output. Other 
countries of the region are planning to acquire various outlets in 
the US, Europe and the Far East that would allow them to 
have more control of the amount of oil they can sell on the world 
market. 

GCC crude-oil production is projected to reach 9 million b/d in 
1990, close to 42% of Opec production and around 18% of the 
world total. However, by 1995, the Gulf countries’ production 
share of the world total is expected to rise to 30%, almost equal to 
the share attained in 1976. 

With 16 million b/d produced in the region in the mid- 1990s, 
the world will once again become heavily dependent on oil from 
the Gulf. The higher oil production levels and the correspondingly 
higher oil prices (US$28 a barrel conservatively projected for 
1995) would give a major boost to the oil earnings of the GCC 
countries. Total GCC oil revenues are projected at around US$74 
billion in 1990, equivalent to the region's earnings from oil in 
1984. By 1995, oil revenues are expected to be almost twice the 
level attained in 1990. 

The higher oil revenues, buttressed by higher exports of pet- 
rochemical products and a more diversified economic structure, 
will bring better economic growth prospects for the Gulf. Nominal 
GDP arowth rates are expected to turn positive this year with an 
average for the region of around 2%. Growth will continue on a 
steady path throughout the remainder of the 1980s, reaching an 
annual nominal rate of 6% in 1990. During 1990-95, a major re- 
surgence in Gulf economic activities is expected, with nominal 
GDP growth rising to 10% in 1995. 

One important element of the Gulf economies’ process of ad- 
justment in the past few years has been the policy to cut imports. 
The trend of falling imports may change as GDP starts to grow 
again. However, the increase in exports is expected to far exceed 
the projected higher imports and the various Gulf countries may 
end up having larger trade-balance surpluses throughout 1987- 
95. 

In the services and transfers account, the debit items, which 
largely represent payments to contractors, freight and insurance 
and other expenditures on foreign personnel and services, is pro- 
jected to fall in 1990 to half the 1985 level. 

This is due to the completion of major contracts and the pro- 
jected decline in the number of foreign workers in the region. How- 
ever, service payments are expected to rise in the 1990s as more is 
spent on operations and maintenance of the burgeoning manufac- 
turing sectors, as well as on health, education and training. The 
current-accounts deficits of the early 1980s, especially for Saudi 
Arabia, will be significantly reduced in 1987, turning into surpluses 
thereafter. A sizeable current-account surplus of US$10 billion is 
projected for the GCC countries in 1990, with the surplus topping 
US$30 billion in 1995. 

In the future economic development of the GCC states, 
mobilisation of private-sector wealth is seen to be of the utmost 
importance. As countries of the region continue their privatisation 
drive, the share of the private sector of GDP will probably exceed 
60% in the 1990s compared to 30% in 1975 and around 40% in 

1985. The privatisation of state enterprises in Gulf countries is 
expected to take off in the next few years. Large corporations 
will become a more dominant force in the region's economy 
as smaller companies close, merge or are absorbed by bigger 
firms. 

A aroup of companies, entering in joint ventures with foreign 
corporations, will gradually develop and come to dominate the in- 
dustrial sector. 

The emphasis of Gulf governments’ policy is shifting from 
public-sector projects to the provision of support to the private 
sector, both local and foreign, and for the promotion of industrial 
investments. The first generation of petrochemical industries is 
already operational. The second generation of final products and 
downstream petrochemical industries is expected to take off in 
the coming few years. Other industries are also being developed 
and the Gulf countries are looking to their international trading 
»artners to become, in effect, the region's industrial partners, by 

*oducing within the Gulf states at least 3076 of their current value 

“ports. € 
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Port Rashid cargo: boom in tra 


DUBAI 
Primary entrepot 
for the Gulf 


A sunset as the temperature subsides, the creekside prom- - 
enade in the centre of Dubai is alive with activity. Piles of. 
crates from the cockside are being loaded on to dhows moored, 
often two or three deep, on both sides of the waterway. For cen- 
turies such dhows have plied the Arabian sea to the other Gulf 
states, the Indian Subcontinent and East Africa. In the past their ` 
holds would have been full of cinnamon and cardomon, spices, 
sandalwood anc salves. Today the freight is more prosaic — 
stereos, video tape recorders, microwave ovens, television sets — - 
mostly from Japan, Korea, Hongkong or Taiwan. And these car- 
goes are destined mostly for Iran. A 
For centuries Dubai has been the primary entrepot for the Gulf. - 
Today, this city of merchants is more than ever at the crossroads — 
between Europe and the Far East as new business incentives make 
ita focus for the increasing international trading activity. EA 
In addition to the creekside docks, Dubai has two major s 
ports — Port Rashid at the mouth of the creek which handles 7 mil- 
lion metric tons cf cargo annually and Jebel Ali Free Zone (JAFZ), 
just south of the city, which is the world's largest man-made har- - 
bour and operates as a free zone for manufacturing, warehousing - 
and distributing. The emirate also has its own dry dock, its own in- 
ternational airline and a newly expanded international airport. — 
But most of all Dubai has its spirit of free enterprise, nourished — 
by its ruler Sheikh Rashid Bin Said al-Maktoum, a merchant prince _ 
if ever there was one. In sharp contrast to some of the neighbour- _ 
ing rulers, Sheikh Rashid is an apostle of laissez faire, with a con- _ 
tempt for regulations and civil servants. Restrictions on private en- _ 
terprise are kept to a minimum in Dubai. Trade rather than oil is its — 
life blood. Dubai handles some 92% of the United Arab Emirates’ - 
non-oil exports (worth US$653.9 million) and receives 67% ofthe — 
imports. In the pest two years, when the effects of the Iran-Iraq war. 
have affected confidence in the region, Dubai's share of the total — 
imports has stood up well at some US$4.6 billion. It is often de- 
scribed as the Hongkong of the Gulf and revels in the description. E 
Sultan Bin Suleyem, the chairman of the board that runs the — 
Jebel Ali Free Zone was just back in his office at the end of a round- 
the-world trip promoting the benefits of the zone to potential cus- 
tomers. ri 
“New companies are signing up with us at the rate of four a 
month," he said. “We already have several companies already 
from Japan, and now two big ones are expressing great interest in. — 
setting up at Jebel Ali. We are also talking to some big South Ko- ~ 
rean manufacturers and we have two Hongkong companies, one — 
producing immitation jewellery and the other in ivory 
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From India and Pakistan we have textile companies making gar- 





nts which are then exported to 

| the United States and 
Ee. : 
The free zone consists of a 

1 ha, 67-berth port and a 
ha industrial park. As they 

‘tell it in Dubai, the zone owes its 
pu to a day when Sheikh 
hid was picnicking at a favour- 

ite spot just south of Dubai. He saw 
dozens of ships lying offshore un- 
able to discharge their cargoes be- 
cause the ports of Dubai and of 
e neighbouring emirate of Abu 

abi could not cope with the vol- 


@ No work permit problems — 
JAFZ is the nominal sponsor for 
employees. 

e 100% repatriation of capital 
and profits — everything stays on a 
company's booxs. 

è No currency restrictions — 
UAE dirhams are freely converti- 
ble anywhere in the world. 

e No taxation or duties — that 
includes income tex, corpor- 
ate tax, building and land 
taxes, and import and export 
duties. 

€ Cheap energy — oil, gas, elec- 






are still some who are sceptical of its true worth. But, says Sultan 
oe Sullayem, 100 companies are now active in the zone and 32 


advisers, Sheikh Rashid ordered & 
new port to be built near where he 
- had seen the waiting ships. The sheikh s bidding was done and tke 
result is the world's largest man-made harbour. 


. Much to the concern of his 





tricity and water are Sais at 
some of the lowest prices in the 
world. 
€ A 15-year guarantee — a renewable guarantee of benefits from 
a responsive government that wants to do more business with 
companies from Europe, Japan, North America and the Arab 
world. 
€ Plentiful labour — the free zone authority can help in recruit- 
ment of a skilled and cost-effective labour force 

Labour costs, says Sulayem, are cheaper at Jebel Ali than they 
are in South Korea, Hongkong and Singapore. Unskilled labour 


Ship at Jebel Ali: free enterprise. 


‘Some saw it as the biggest white elephant in the Gulf end there 


companies have premises under constru-tion. 
P. cost US$2 billion to construct the zone, but Sulayem points 
out that the capital outlay has to be seen in terms of its infrastru-- 


b» | value, the benefits of which are long-term and indirect, “likea | costs US$140-220 monthly; semi-skilled US$160-270; skilled 
E or a fort.” US$270-540; clerical US$350-490; secretarial US$630-950; and 
... The degree of freedom from restrictions at Jebel Ali listed by | managerial US$1,600-2,700. 
ultan Bin Sullayem is unusual by any standards: Sulayem believes a potential market of more than 1 billion peo- 
+ 100% foreign ownership — in other Gulf states, 51% local ple can be served by manufacturers and distributors operating out 
E is mandatory. of the free zone. 
No local sponsor — JAFZ is the nominal business partner for What gives Jebel Ali a distinct advantage over other free zones 





“foreign companies. 


is its location midway between the Orient and the West. It is some 
















Inbound, outbound, eastbound, westbound... 





Within the U.A.E., the Emirate of Sharjah 
is unique in having developed ports on 
two coasts inside and outside the Gull 


The Ports 

Port Khalid on the West Coast of the 
peninsula is just on the doorstep of major 
U.A.E. markets with easy trucking logistics 
to Qatar, Saudi Arabia and onwards. The 
Port is a modern deep water 12 berth 
facility. Container, bulk, ro-ro, reefer and 
general cargo terminals are backed by 
spacious warehouses, open storage and 

a free trade zone. 

Port Khor Fakkan on the East Coast is 

the only natural deep water harbour in the 
Middle East. This up-to-date termina! with 
its exceptional container handling and 
ro-ro facilities serves as a perfect feeder 
service point for destinations in the Cult 
and Indian peninsula 


The System 

The Sharjahports system provides the latest 
in equipment and benefits including Free 
Trade Zone advantages, simplified 
procedures and no fuss customs and 
documentation. In-bond cargo movements 
can be arranged between the ports and 
between Sharjah's International Airport. 
The Ports, Airport and onward links te other 
Gulf countries are served by modern 
multilane highways. Whatever your cargo or 
7" > T destination, you'll 
























































se ve time and 
money when you 


ship through 
Snarjahports. 






















Ship through Sharjahports. 


Both ports operate their own stevedores 
and are open round the clock, 


365 days a year 3 MIL. 








Praja’ 


You're bound to see the advantages 


Sharjah Ports Authority 


P.O Box 510) Sharjah, United Arab Emirates Tel: (06) 541666 Telex: 68138 Seaqul EM 
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The DUTY FREE Capital 
of the World! 


The next time you fly East or West, make a scheduled transit stop at 

Dubai International Airport. Take this excellent opportunity to stop and 

shop at Dubai Duty Free Shopping Complex, the World's No. 1 for best value shopping. 
Our amazing choice of prestige DUTY FREE products ranging from perfumes, 
cosmetics, electronics, fashion wear to gold, pearls and even furs, at the world's lowest 
bargain prices, are the best buys you will ever make 
And our elegantly designed DUTY FREE SHOPPING COMPLEX will be 
an added delight to your shopping stop at Dubai International Airport. 


The world’s best value Airport DUTY FREE Shopping 


Triple Award Winning . 
DUTY FREE 1 


/ ) 
/ DUBAI INTERNATIONAL AIRPORT = 





/DUTY FREE SHOPPING COMPLEX 
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iis A a anc ascen. pu company which 
ases the added value of a product. imported into the free zone 
‘the right to use a “made in Dubai” tag on its products. Some 
inessmen may well see this as a possible way of taking advan- 
of certain tariff agreements in their export markets, particu- 
in Europe and North America. 

ubai is emerging as one of the world's gest combined sea/ 
ansshipment centres. The monthly figure of sea freight con- 
er traffic destined for onward shipping by air through Dubai's 
rational airport has reached 1,200 a aa arise 2 of 33% in the 
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solidated Balance Sheet 






















and short term funds 264,995 = 223279 | 
deposits with banks 148,554 173,354 | 
etable securities 5,540 5,333 | 
ficates of deposit €0,800 69,000 
ommercial loans and advances 266,319 223.814 | 
ccrued interest and other assets 9,782 14,474 | 
ed assets 


alassets 





posits from customers 
posits from banks ' | 
ertificates of deposit issued 17,000 — | 
crued interest and other liabilities : 54 





Total liabilities 
Shareholders' Funds 















Share capital 
Statutory reserve 1,585 1,198 
Gerieral reserve 8,000 6,500 
Retained earnings 264 280 
| Total shareholders equity 61,849 57,978 
| Shareholders’ subordinated loan _ 50,000 50,000 
| Total shareholders funds 171,849 — 107,978 









Total liabilities and shareholders’ funds ^ 736,802 716,120 


lahrain Tower, Government Road, P.O. Box 529, Manama, Bahrain. 
Telephone: 276344 (General) - 276651/4 (Foreign Exchange: 
Telex: 9671 (General) - 9458 (Foreign Exchange) 
Telefacs: 274490 


| 
| 
ALUBAF Arab International Bank E.C. 
Wholly-owned subsidiary bank: ALUBAF International Bank — Tunis 





A provements to its.container handling operations. At t 








Many of Dubai' S Mcd DE are c idi upt 
shipments of air freight and Dubai now boast 5 severa 
with specialist sea-air departments. WA | ‘ 

One leading lecal freight forwarder piohétied the sea/air con- 
cept and established special warehouse facilities at Port Rashid that 
enabled him to move some 3,000 tonnes a year. : 

Fashion garments geared to European quotas, high-val ue elec- 
tronics and household items sourced in South Korea, Taiwan, 
Singapore and India are the prime commodities moved by sea/air 
service. Quota windows for Asian textiles make the trade highly 
volatile and manufacturers rush to fulfill sales during the period 
open to them. The time saving for shippers over all-water services 
is extensive. Forwarders estimate that by shipping to Port Rashid 
and moving their:goods on from there by air they achieve a seven 





_ day door-to-door transit time while even straight airfreight can take 


up to four or five days and cost a great deal more. 
Freight cost savings to Far East manufacturers exporting i 


. Europe can amount to 50% on direct air cargo rates. 


Port Rashid is also ideally located as a feeder port for the other 


. Gulf states, particularly now that the Gulf war danger has sent in- 
. surance rates soaring. Rather than pay prohibitive premiums to 
= cover large cargo vessels travelling further. up the Gulf, si | 

1 - agents can off-load their cargos at Port Rashid for trar 
| the upper Gulf either by road or by less vulnerable s 













sels up the Gulf to Saudi Arabia, Iran, Kuwait, Qatar: 

Port Rashid's six-berth container terminal — the: 
— shifts 6.8 millicn tonnes of cargo annually. Since: 
gantry crane and introducing new Mitsubishi-built str. 
and Sisu tractor enits, the port has been consolidati 


enhanced compüterised unloading and stacking pr 
now fuliy operational and new discharge records cot 
set. 

"We have an extremely competitive blend of the right location, 
the right trading attitudes and atmosphere and the expertise,” says 
Moore. @ 


BAHRAIN 





ymy Somoza and the Reflex band from Manila were belt- 

ing out the latest international chart hits in the bar of Bah- 
rain's Diplomat Hotel to an appreciative audience of Saudi men- 
about-town, all of them dressed in distinctive white cutras — eleg- 
ant headscarves —— and thobes — the floor-length gowns that men 
wear in the more:conservative areas of the Arab world. There were 
no women quests, but by Middle Eastern standards, the joint was 
jumping and the Filipino bar staff were busw serving the spirits, 
beer and wine uravailable 25 km away in Saudi Arabia. Bahrain 
has become the pleasure centre of the Gulf. 

Similar scenes can be observed in every hotel bar in Bahrain 
every weekend as a direct result of the opening a year ago of the 
US$1.2 billion King Fahd Causeway linking the island of Bahrain 
with the Gulf mainland to the west. Hotels, restaurants and bars 
are swamped with Saudi Arabians and other visitors from the more 
distant areas of the Gulf, like Kuwait, who can now reach. 
watering holes by car rather than plane. An average O 000. cars 
a day — more than a million a year — are crossing the causeway. 
The weekly migration of so many Saudis to the forbidden plea- 
sures of Bahrain does not appear to have offended the sensibilities 
of the Riyadh gevernment. But for some Bahrain residents the 
causeway is proving to be a mixed blessing. 

While the island appears to be taking over from Beirut and 
Cairo as a centre of relaxation i inthe Arab world andi otels are en- 
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oying occupancy levels close to 100% at weekends and 80% mid- 
week, Bahrain's retail traders are being deserted by their custom- 
"rs, Islanders are driving to Saudi Arabia for groceries and electri- 
cal goods. At a meeting in the Saudi city of Dammam between the 
Bahrain Chamber of Commerce and its counterparts in the king- 
.dom's eastern region, the island's representatives reported that 
sles of certain goods had fallen to an all-time low. This was despite 
fails in consumer product prices in Bahrain since the opening of the 
causeway which Jassim Al Shetti, secretary-general of the Bahrain 
Chamber of Commerce, has put at 20-30%. Bahraini traders say 
they cannot compete with Saudi prices because the size of the 
Saudi market enables the kingdcm's importers to buy in much 
larger quantities and to obtain significantly lower wholesale rates. 
‘One solution being considered is a system of joint wholesale pu- 
‘chasing to enable Bahraini traders to enjoy the lower prices from 
‘suppliers that their Saudi counterparts obtain. 
The four-lane causeway is one of the most remarkable feats of 
fil engineering in the Arab world. Entirely financed by Saudi 
Arabia, it required huge quantities of materials. About 580 con- 
crete piles were built 50 m apart tc support the bridge. The bridge 
has an opening for shipping 150 m wide and with 28 m overhead 
slearance. In a display of diplomatic finesse, the two frontier sta- 
tions on a man-made island midway between the two countries 
have been built exactly alike and resemble two spinning tops. Each 
has a pilot and coastguard station, a restaurant tower, customs 
house and mosque. 
_ Abdulhameed Ali Al-Arady. director of economic relations et 
the Ministry of Finance and National Economy, says it is still toc 
2arly to fully judge even the short- 
erm economic effects of the 
sauseway, let alone the long-term 
ones. He points out that freight 
‘costs are coming down, local pro- 
‘ducts are flourishing and though 
local traders have had a difficult 
period, the reduction in prices has 
been to the benefit of consumers at 
_the end of the line. The long-term 
effects will be huge, he believes, 
providing a base for Bahrain's 
‘economy to be thoroughly inte- 
‘grated with the other Gulf Coope- 
tation Council countries in terms of 
frastructure, distribution services 
ind industrial production. 

_ The causeway, says Al-Aracy, should make Bahrain an attrac- 
‘Staging post for Japanese, Korean and other Far Eastern ex- 
ers looking for a base from which to penetrate the larger mar- 
ets of the Gulf. One unfortunate effect of the opening of the 

seway was the almost total eclipse of Bahrain's oldest port, 
“ina Manama. Many dhow operators who had previously ferried 
- goods and passengers across to the mainland went out of business, 
and the port has been reduced to operating with a skeleton staff. 
‘with only a handful of dhows using it as a mooring area. There is 
now, however, an ambitious plan to turn Mina Manama into a lei- 
sure centre styled on San Francisco's Fisherman's Wharf. A street 
of old houses is to be refurbished ir traditional style to provide res- 
Jaurants, shops, handicraft work, chow trips and pearl diving dis- 
plays. At one time Mina Maname supported around 80 dhow:; 
which ferried goods and passengers between Bahrain, Saudi 

Arabia and Kuwait. 

Tourism adviser Abdulrahman Mansoor said the new project 
would help provide jobs for dhow operators, who would take visit- 
ors on trips. The scheme is now before the island's High Council 
- for Tourism. Minister of Information Tariq Almaayed says the plan 
hes already been endorsed by bcth the Prime Minister, Sheikh 
Khalifa bin Sulman Al Khalifa, and the Crown Prince, Sheikh 
Hamad bin Isa Al Khalifa. Four ministries are now working on the 
details. Before the opening of the causeway, Bahrain had no more 
‘than 40,000 tourists a year. The number of people staying two or 
three nights now is 150,000 and, says Rashid Bin Khalifa Al- 

Khalifa, director of tourism and archeology, the aim is to boost this 

even higher. “Some 4,000 people [a day] transit through Bahrain 
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Pakistani bank in Bahrain: overseas interest. 








UU Sz 
—MIDDLE EAST 


on their way to and from Europe. At present very few stopover. 
But we hope to change that.” 

Spurred by the arrivals of so many Gulf nationals, mainly mid- 
dle-class Saudi families enjoying two or three days away from 
home, efforts are being made to upgrade the island’s middle range 
hotel, beach and amusement facilities. A new beach complex is 
being developed 5 km from the centre of Manama. The Ministry of 
Tourism is aiming its tourism promotion campaign very firmly at 
the Far East. 

“There have been strong trading links between the Gulf and the 
Far East for many centuries,” says Rashid Bin Khalifa A! Khalifa. 
“Today many Gulf nationals spend their holidays in the Orient. 
Package tours are available to Hongkong, Singapore, Manila, Bali 
and Penang. In the opposite direction, the Far Eastern travellers 
are usually businessmen from Tokyo, Manila, Seoul or Bangkok. 
We believe many travellers from the Far East would enjoy spend- 
ing two or three nights in Bahrain on their way to or from Europe to 
enjoy an entirely different cultural experience. " 

The first oil to be discovered in the southern Gulf was located in 
Jebel Dhukan, Bahrain on 1 June 1932. “The drill pierced a layer 
of blue shale," Edward Skinner, the oil company's general man- 
ager, recalled years later. "The men smelled oil and heard an omin- 
ous rumble. Very cautiously they drilled another 2.5 metres. Oil 
flowed from a depth of 612 m. The well came ir like a lamb. It was 
a driller s dream.” The search for oil is continuing. As part of a five 
year development programme, Bahrain National Od Company 
(Banoco) is scheduled to drill 20 new wells a year until 1989, but the 
hunt is confined to onshore drilling and the company s chief exe- 
cutive, Mohammed Saleh Sheikh 
ali, says the aim now is to arrest the 
natural decline in the Bahrain field. 

Although Bahrain was the first 
of the oil producers, Bahrain's eco- 
nomy, unlike its neighbours, has 
not been dominated by oil. In 1974 
as Lebanon became engulfed in 
civil war, and international banks 
searched for an operating base in 
the area to ccllect petrodollars, 
Bahrain emerged as a leading fi- 
nancial centre for the Gulf region 
and the greater Middle East. In the 
early years, some 40 international 
banks set up offshore banking 
centres. With the slowdown in 
economic activity resulting from the reduction in oil prices, Bah- 
rain-based banks restructured their activities to offer wider services 
in corporate finance and other investment banking products. And 
despite the departure of a few banks, Bahrain is still the operating 
base for 174 financial institutions. Among the leaders are the Ja- 
panese. Namura investment Banking (Middle East), a wholly 
owned subsidiary cf Namura Securities Co., Tokyo, was one of the 
early Japanese banks in the field. Earlier this year Okasan Interna- 
tional (Middle East), a joint venture involving two Kuwait groups, 
Marubeni International Finance and the Arabian Investment 
Banking Corporation (Investcorp), Bahrain's social security or- 
ganisation, started trading. 

The backbone cf Bahrain's development as a regional financial 
and business centre has been the efficiency of its comrnunications 
system. The Bahrain Telecommunications Company (Batelco) 
provides the technology and services for the business and financial 
sectors. Says Batelco's chairman, Ibrahim Mohammed Hassan 
Humaidan: "Being a fairly small island, we need overseas links; 
being a regional centre, we require good contact with our neigh- 
bours; and being strategically placed between East and West, we 
are an important location in international communications net- 
works.” Bahrain's pre-eminence in regional communications was 
established when it opened the Middle East's first earth satellite sta- 
tion in 1969. International outlets are now provided via three earth 
stations, two working to the Intelsat satellite network and the third 
to the Arab satellite, Arabsat. Communications with the eastern 
province of Saudi Arabia are now provided by microwave links, 
soon to be replaced by a fibre optic link across the causeway. @ 
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HE BRITISH BANK OF THE MIDDLE EAST 
j BUILDS ON FIRM FOUNDATIONS. 


The Arab mercantile tradition is a way of life that has endured and 
prospered for thousands of years 

A way of life that continues to adapt 
itself to the ever-changing ways of the world 
around it. And which continues to form the 
basis for an economy in which old values 
and traditions are every bit as important as 
new techniques and technologies. 

It's a balance of qualities that you'll 
also find reflected across the range of 
financial services that we at The British 
Bank of the Middle East have developed 
during more than ninety vears in the region. 

Backed by the vast resources of the 
HongkongBank group, we also offer you 
direct links to more than 1,300 bank offices 


in 55 countries. 





Not forgetting, of course, the full benefits of almost a century's 


— 


professionalism, integrity and trust. 


The British Bank of the Middle East 
Jac EN Map OS! | 


member: Hongkong Bank group 


Bahrain India Jordan Lebanon Oman Qatar Switzerland United Arab Emirates United Kingdom 


London Branches: Falcon House, ISC Curzon Street, London WIY SAA. Tel. 01-493-8341-7 © 995 Brompton Road Landon SW) ILZ. Tel 01-S81-40321/6 
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| OMAN 
. Diversification aim 
in development plan 


O man is spending nearly US$1 billion this year on a deve- 
XZ lopment plan es part of an attempt to diversify its economy 
from dependence on oil revenues. The money has been 
: E broadly, between four sectors. The largest amount, US$421 
il ion. is earmarkec for basic infrastructure. Another US$111 mil- 
| n will go to manufacturing, US$179 million to services and 
:226 million to health, education and social facilities. 
As part of the effort to broaden the base of the economy, inter- 
| E onal and local marketing of frankincense will be done by the 
_ Authority for the Marketing of Agricultural Produce 
à AMAP). This move follows a ban on frankincense imports by the 
Zommerce and Industry Ministry. PAMAP will assess the total 
\umt er of local producers and available sources of frankincense, 
nd explore the international market for it. 
“In . à financial innovation, Oman — emulating Kuwait, Saudi 
rabia and perhaps Bahrain — hopes soon to establish its own 
ock exchange. According to Commerce and Industry undersec- 
Ahmed Bin Abdulnabi Macki. the exchange will be limited to 
iea gin domestic stocks and shares. 
i. ministry has identified 10 manufacturing sectors suitable 
nt-stock companies to establish small- to medium-size fac- 
ries. These would qualify for interest-free loans from the govern- 
ent, which has allocated US$20.5 million to support such ven- 
tu Bs oc rte sectors are: iron foundries, brass door-fittings, fire extin- 
thers, hand tools, storage systems, locks and hinges, building 
| ealar int, precision tools, wooden furniture and dry food mix. Fac- 
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tories may be established anywhere in Oman, but tbi e T 


is offering special incentives to companies choo, - = i3 


Muscat, in an effort, says Macki, to reduce labour 


EAST 
the interior. "m 
The Omani government is considering narrowing : 


tween incentives offered locally and those available in other Gulf 
Cooperation Council (GCC) countries. Land and electricity 
charges have already been cut. The Minister for Commerce and 
Industry, Salim Bin Abdullah Al-Ghazali, says the government will 
not hesitate to protect local industry if uniform industrial incentives 
for GCC states have not been fully implemen:ed by end-March 
1988, as agreed at last November's GCC meeting in Abu Dhabi. 
Oman s exemption from the uniform incentive agreement expires 
at the same time. 

The attempt to establish a stock exchange is in line with com- 
mon Gulf policy of attempting to stimulate local industries and to 
create domestic investment opportunities. In another effort to pro- 
mote local development, the government has prohibited the hiring 
of expatriate workers in 11 job categories. Oman's ruler, Sultan 
Qaboos bin Said al-Said, recently warned abou: the danger of the 
state becoming over-dependent on expatriate workers 

The 11 categories include public relations officers, Arabic 
typists, security quards, unskilled workers, apprentices, drivers, 
fishermen and shepherds. The Sultan said that some Omanis who 
were " seeking a quick profit by employing foreigners" had drained 
the country's foreign-exchange resources and deprived graduates 
of employment opportunities. 

Oman, at the southeastern extremity of the Arabian peninsula, 
has an estimated population of about 1.24 million. increasing at 
about 4.9% a year. Results of the first population census, held last 
year, are not available. 

Oman's hudrocerbon sector is small in relation to that of most 
Gulf producers, with crude oil accounting for less than 1% of world 
output. However, hydrocarbons, especially petroleum, are vital to 





fran Air: dedicated to international service 


As the national flag carrier, Iran Air has served the needs of the Iranian people and the 
international community with essential passenger and cargo services for more than a quarter 
of a century. Today, with a staff of over 10,000 people and 30 modern aircraft, Iran Air is the 
core of a fully integrated transportation organization. Its international network extends from 
Tehran to many European cities, to Beijing and Tokyo, and key points in the Persian Gulf, 
the Middle East, India and Pakistan. Iran Air also serves main centers throughout Iran and 
owns hotels in Tehran, Shiraz and Bandar Abbas which ensures that its passengers enjoy 


Sa to Tehran. 
~ E mul 





xò Beijing Office: Holiday Inn (Lido Beijing), 1F A-2 Commercial Bldg., Bejing, P.R. China 


kindly hospitality on the ground. 


From Tokyo, Iran Air flies Mondays and Thursdays to Tehran via Beijing on the Short Cut 
Silk Road Route featuring Persian Caviar Service and guarantees your reservation at the 
deluxe Homa Hotel in Tehran. If you are visiting China take the non-stop flights from Beijing 





For more information contact Iran Air. 


BEUING 


TOKYO 










The Airline of the 
F \ TSLAMIC REPUBLIC OF TRAN 
. i ‘ Tokyo Office: Habitation Bldg., 1-3-5 Akasaka, Minato-ku, Tokyo Tel: (03) 586-2101 





Tel: 5006676—S006°8 Airport: Tel. 522931 Ext. $451 
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Head Office: PO. Box 5698, Manama, Bahrain. Telephone: 532235. Telex: 9432 ABC BAH BN 
Fora copy of the 1980. se contact the Head Office, 





ADVERTISEMENT SUPPLEMENT —— — — — 


the Omani economy as the orly substantial source of expcrt and 
government revenue. The main onshore concession hoder is 
Petroleum Development Oman (PDO), which accounts for more 
than 96% of the state's total crude output. 

Oman is not a member of Opec, and when world oil prices 
began to fall in the early 1980s, the Omani government, through 
its majority ownership of PDO, acopted a policy of increasing oil 
production gradually to maintain revenues and sustain the rapid 
pace of development. 

The main feature of Qman’s third five-year plan, scheduled to 
take it up to 1990, is a gradual shift of government expenditure — 
now that infrastructure projects are now largely completed — to- 
wards investment in production of goods and services and the 
exploitation of non-oil resources. The private sector, which is al- 
ready playing a successful support ng role in developing the econ- 
omy, will be further encouraged to invest in various development 
fields. To this end, the government is making funds available to the 
industrial sector and to finance specialised banks such as the Oman 
Bank for Aariculture and Fisheries. the Oman Developmen: Bank 
and the Oman Housing Bank. 

The economic outlook remains heavily dependent on future cil 
demand and price trends, and short-term prospects are not — by 
historical standards — particularly encouraging. Nevertheless, 
Oman has been able to counter the impact of the world oil glut 
more successfully than many cther oil producing countries, and it 
seems likely that economic activity will recover 

Oman's strategic position just outside the Gulf itself, and thus 
closer to the markets of the Far East, Africa and Western Europe. 
makes it one of the most suitable locations for future GCC regional 
industrial projects. This, together with further expansion of the 
country's existing domestic incustrial base, and continuing diver- 
sification of the economy could in the longer term result in Oman 
becoming a significant competitor in several non-oil expor: mar- 
kets. € 
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KUWAIT 


Investors ignore 
memories of crash 


uwait is gingerly re-establishing its bond market for foreign 

borrowers while attempting to overccme the financial 
problems of the recession and the diplomatic pressure caused by 
the lran-lraq war 

The World Banx recently launched a dinar 30 million (US$105 
million) bond, the largest issued on the Kuwaiti market. It followed 
a dinar 20 million (JS$70 million) borrowing by Finland that effec- 
tively ended a five year government moratorium on issues by 
foreign borrowers. 

According to bankers the demand from Kuwaiti investors has 
been strong. Market enthusiasm has been hardly dented by 
memories of the multi-billion dollar crash of the unofficial Souk al- 
Manakh stock exchange in 1982. 

Kuwait's monetary authorities are carefully monitoring the re- 
opened market. Bankers warn of the need for close control and a 
gradual renaissance of activity if confidence is to be effectively re- 
stored 

In the wake of the Souk al-Manakh share crash, Kuwait s seven 
commercial banks were hit by a mountain of post-dated cheques 
worth US$92 billion which were not honoured. A government 
debt settlement programme unveiled a year aco has gone a long 
way to clearing up that legacy. The fact that so many Kuwaitis, in- 
cluding a member of the royal family, were involved meant that the 
disaster was on a national scale. The government paid off small in- 
vestors with goverrment bonds and money was advancec to debt- 
ors thouch various funds or semi-state investment agencies. In the 





For worldwide communications, Batelco knows... 


Bank of America, British Airways, Dow Jones, IBM. Reuters. Have one 


thing in common. They all use Batelco's services in Bahrain which include: 


6 Message Switching 

@ Private Automatic Line Switches 
@ Private Packet Switched Networks 
| Private Leased Circuits 

@ Intelligent Terminals 


Multinationals and many more have recognised the value of establishing their 
telecommunications links via Batelco in Bahrain to provide inter-office 
communications in the Middle East and around the world. 


Being at the centre of the Arabian Gulf, Bahrain commands strategic and 
simultaneous access to the region's lucrative markets. Batelcc's state-of-the-art 
telecommunications facilites offer you superior efficiency, improved 
cost-effectiveness and greater security. Throughout the Middle East and beyond. 


| Cali us, and we will tell you how. 


s. 


Vital to business success. 
Commercial International Department. Bahrain Telecommuaications Comp 
PO Box 14 Bahrain Telex 8790 BTCCOM BN Telephone + 973 248312 
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It of the crash, bankers see the decisior of Finland and the 
World Bank to berrow in Kuwaiti dinars as no small vote of confi- 
de fen :e in the emirate. John Finigan, head of capital markets at the 
al Bank of Kuwait, which arranged both issues, said the two 
1€ Fues, both paying interest to investors at 7.5%, had been 
va idled by all-Kuwaiti consortia, avoiding the involvement of in- 
ternational banks that had contributed to speculative trading in the 
5 E Pinign said the aim was to avoid the trading excesses of the 
zuromarkets. In recent months Kuwait's central bank has been 
with a classic dilemma of trying to foster business confidence 
hrough lower interest rates while preventing capital outflows. 
i E arlier this year, the central bank cut domestic interest rates 
hre 2 times but as fighting in the Gulf war intensified and dollar in- 
erest rates rose, it was forced to drive up rates again by cutting off 
liquidity aid to the money market in May. 
_ For prime name borrowers such as Finland and the World 
ank, the attraction of dinar bonds is primarily in currency diver- 
cation away from more traditicnal borrowings. 
n addition, the cost of the World Bank's borrowing is slightly 
? than one percentage point cheaper than a similar, seven- 
ar deal in the dollar bond market. 
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In spite of the Manakh crash, the compussion to buy and sell 
shares persists in Kuwait. Investors monitor the rise and fall of 
shares through binoculars at the Kuwaiti stoc« exchange much as 
they might follow a camel race. 

The trading floor of the official stock market opened in October 
1986. There were 51 listed companies, induding 10 industrial 
companies, eight banks, six real estate companies, five investment 
companies, five ood companies and four insurance companies. 
The total number of transactions by the end of the vear was 
25.239. 

The head of i stock exchange's public relations department, 
Abduller al-Sayyab, says there have been up to 1,000 transactions 
worth up to US 3 million a day. In spite of worries over the Gulf 
war, stock market watchers say general price levels are likely to 
have appreciated substantially by the end of the year The strength 
of the market has prompted fears that it is about to enter another 
speculative phase, but the authorities are taking a relaxed view of 
the trading revival. Confidence that there wil: be no repetition of 
the disastrcus 1982 boom and bust stems in part from a belief that 
Kuwaitis have learned a hard lesson. More important, regulatory 
measures have been introduced to prevent share price bubbles re- 
curring. 

All dealing in Kuwaiti-registered joint stock company shares 
must now be done through the official stock market, a measure 
which removes, et a stroke, the possibility of the re-emergence of 
unofficial markets such as the Souk al-Manakb. 

Fourteen brokers use the official exchange, with excellent 
facilities at their disposal. For a low charge, brokers get an office 
with access to an electronic share transaction information system 
that reports every deal as it takes place. To prevent sudden price 
movements in the shares of the 51 listed companies, the exchange 
operates a highly conservative public auction system. This permits 
only modest price changes, limiting the scale of daily movements 
in individual shares. Price quotes and offers are painstakingly writ- 
ten by hand on the board, though this process is planned to go fully 
electronic, 

The Securities House and the Securities Group act as market- 
makers by buying and selling shares when the market is moving in 
one direction. 

“There is a gentlemen s agreement for them to stabilise the mar- 
ket,” says Al-Sayyab. The result is a responsible — if dull — market 
that is steadily regaining the confidence of potential investors. 

The exchange is already a model for the region. Its planners be- 
lieve it will rapidly form the core of a network of capital market ac- 
tivities that generate profits and jobs for local people. The most im- 
mediate challenge is to win back international respect for the 
Kuwait stock market. 

After four tough years, the economy is seen to be entering an 
era of growth in which expansion is expected to be more modest 
and more sustainable than in the 10-year boom that ended with 
the 1982 crash. 

The emirate’s vast financial reserves are controlled by the 
Kuwait Investment Authority whose managing director, Fahad 
Mohamed al-Rashed believes that the economy has passed its low 
point and is on the road to recovery. 

At the Bank of Kuwait and the Middle East, the deputy general 
eee Isam al Usaimi predicts a growth rate of 2-5% a year from 

Kuwait's proven reserves of petroleum are the third largest in 
the world, after Saudi Arabia and the Soviet Union. Proven re- 
serves total 90 billion barrels, and represent 12.9% of world re- 
serves. At current levels of production these reserves will not be 
exhausted for at least 250 years. 

Kuwait has earned such wealth from it oil production that it now 
earns more from its financial assets than from its oil sales. 

During the past four lean years the government has drawn on its 
savings to insulate the economy from the full efiects of the oil price 
collapse. Budgeted oil revenue for the year is down by more than 
40%, but spending on wages is projected to rise and cuts have 
been applied selectively, mainly to the less productive sectors. This 
year dinar 600 mil'ion (US$2.2 billion) is beinc spent on the gov- 


emment's land appropriation programme, as a way of injecting 
funds into the economy and bolstering real estate prices. @ 
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YOUR NEW BASE FOR MIDDLE AND FAR EASTERN MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy e No persoral income taxes. 
for international companies to set up trading and 
industrial bases easier in the Middle East 
Corporations such as Arco, British Petroleum, Black 
& Decker, McDermott. Halliburton, Union Carbide 
and Shell have already taken advantage of :hese 


g ade freecon and bD fit With superb facilities including an extensive 
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accommodation, hotels. hospitals, security and 
Just look at these advantages: every modern amenity, this 45 sq. km business 
ai 100% foreign ownership. opportunity is your new frontier for Middle and Far 
@ Unlimited transfer of profit and-capital. Eastern markets 


e No corporate taxes for a minimum of 15 years. To find out about these freedoms contact 


Jebel Ali Free 


Zone Authority 
THE PRIDE OF DUBAI 


Marketing Dept. No. 07, P.O. Box 3258, Dubai, United Arab Emirates, Tel: Jebel Ali 56578 
Telex: 46580 TPAJA EM, Cable: PAJADUB UAE 
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@ No import duties/export taxes. 
® No sponsorship restrictions. 
m Unlimited cheap energy. 





POLITICS 


One-party democracy 


The Political 


namics of Modern Japan by Jun-ichi Kyogoku. University of 
Tokyo Press, Toyo Y 3,800 (US$26.25). 


acr in gone Japan edited by Gavin McCormack and Yoshio 
o | 


Sugimoto. Hale & Iremonger. 


W hile Japan grapples with the prob- 
lems of yen appreciation and tries 
to shift the economy from export-led 
growth to growth based on domestic de- 
mand, the focus of debate is shifting 
from economics to politics. In this re- 
spect, one cannot but be struck by the 
sharp contrast between political deve- 
lopments in Britain and Japan during 
the past few years. 

In Japan, political time scales are 
very short term. Thus, Prime Minister 
Yasuhiro Nakasone's stock in the ruling 
Liberal Democratic Party (LDP) rose 
after the Venice Summit because he was 
accredited with successfully fending off 
Japan-bashing. Whatever one thinks 
of British Prime Minister Margaret 
Thatcher, and the jury remains out on 
whether or not she has succeeded in 
turning round the British economy, she 
has altered the political landscape and 
possibly even broken the mould of post- 
war British politics. 

Much of Thatcher's attention has 
been directed towards attacking the 
pleadings of vested interests, especially 
selected ones such as the trade unions 
and the nationalised industries, which 
according to the neoclassical ideology 
she embraces are responsible for 
throttling enterprise and shackling eco- 
nomic growth. 

In Japan such interests (or distribu- 
tional coalitions, in the words of Man- 
cur Olson, whose book The Rise and 
Decline of Nations is a textbook for 
the neoclassicists) abound, best ex- 
emplified perhaps by the distribution 
system itself. Recently these distribu- 
tional coalitions have played a key role 
in rallying the opposition forces to the 
government's sales tax proposal. 
Nakasone was forced to reconsider 
what could have been a first step to- 
wards shifting the tax burden from di- 
rect to indirect tax, thereby easing the 
unequal burden which falls on salary 
earners. 

The contrast between Britain and 
Japan poses all sorts of interesting ques- 
tions about political flexibility in Japan. 
Is there an inverse relationship between 
the undoubted flexibility of Japanese in- 
dustrial per and the apparent inflexi- 
bility of the political process? Will 
Japan's distributional coalitions, many 
with close ties, often financial ones, to 
the ruling party, cause Japan's econo- 
mic decline in the way Olson argues 
they have done in Britain and some 
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parts of the US? Which is more of an im- 
pediment to change, Europe's econo- 
mic sclerosis or Japan's political para- 
lysis? Those questions lead one to a 
book entitled The Political Dynamics of 
Japan. 

In its original Japanese version the 
book sold well for an academic tome, 
and the publishers claim that it repre- 
sents the distillation of decades of teach- 
ing and writing. Kyogoku describes the 
political culture which has emerged in 
post-war Japan as one dominated bv a 
political machine, the LDP. oe 
far from monolithic in structure, the 
LDP created high economic growth and 
has legitimised itself by distributing na- 


tional wealth through government ap- 
propriations to the electoral districts of 
its members and supporters. 

Adapting concepts borrowed from 


social psychology, including, oddly 
enough, Ruth Benedict, Kyogoku ar- 
gues that the people consciously ac- 

uiesce in this arrangement because 
they enjoy having a protector, someone 
who recreates the mother figure. As 
with children, they expect to be heard 
and engage in the kind of ritual games 
children play in order to get their way. It 
is a politics of calculation not passion, in 
which lobbying, or even buying, favours 
from those who are in a position to sec- 
ure them, is prevalent. 
politicians to help their offspring find 
jobs. Business organisations, through 





_ cates of lessons from Japan, advocates 
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their trade associat:ons, badger politi- 
cians for measures favourable to their f” 
industries. Outsiders, deviants fromthe |- 
accepted social norms, are treated with f 
suspicion if not hostility. ul 
yogoku is highly critical of the sys- | 
tem he outlines. The bureaucrats, | 
lauded by some commentators for their | 
perspicacity, are too bound up with the J 
status quo and lack foresight. Thereisa | 
danger in this, he suggests, because the |: 
power to make decisions has shifted f 
from the cabinet to the bureaucracy. | 
This assertion, though, needs modifica- | 
tion in view of his earlier comments on | 
the zoku (tribes), politicians who have | 
developed specialist knowledge in an | 
area, who can take on the bureaucrats at i 
their own game. 
His assessment of the political | 
dynamics of Japan is pessimistic. The | 
Japanese are good at “working together | 
in the pursuit of established organisa- | 
tional goals,” but when the external en- 
vironment changes they do not know | © 
how to respond. It is at this juncture that | - 
firm political leadership is required. 
However, ir a system which has | - 
roduced neither strong admin- | ` 
istrations nor strong leadership 
(he disregards Tanaka) and in 
which the opposition, despite its — 
frequent tantrums, is as y 
involved as the politicians of 
the LDP in the game to secure 
scrappings from the pork barrel, 
where are they to turn? No ans- 
wer is offered and the book pet- 
ers out. 
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Co pretio Dynamics is not 
an easy book to read or 
to digest: There are a number 
of perceptive insights, but there 
is precious little evidence. and 
illustration against which to — 
judge the thesis. Kyogoku does | 
not appear to have made up his f 
mind whether he was writing a | 
work of political theory or an |. 
analysis of contemporary politi- | 
cal practice. 1» 
Good Marxist interpretations of 
modern Japan in English are rare, 
which is surprising considering the per- 
vasiveness of Marxism in Japanese |. 
academia. The contributors to Demo- | - 
cracy in Contemporary Japan are self- | ` 
professed Marxists or at least identify | ` 
with the Left. The articles cover a wide | 
range of subjects from the state, society, 
education, labour relations, women's | - 
rights and human rights, but the quality | -— 
is uneven. 4 
The discussion of labour relations 

provides a useful corrective to the advo- : 


who presumably believe in the values of 
democracy and genuine representation 
of worker's interests but nevertheless | 
turn a blind eye to features of Japanese | 
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labour relations which are 
those values. 

The chapter on “The Reality of En- 
terprise Unionism" strips the veil away 
from an aspect of the Japanese co 
rate structure which is frequently toutec 
as a key ingredient of Japan's economic 
success. In the author's view the job op- 
| portunities created by Japan's rapic 
economic growth were filled mainly by 
pope workers and subcontract 
workers, neither of whom were full 
members of the company and therefore 
did not enjoy the benefits of union 
membership. 

. The labour unions themselves ac- 
uiesced in this state of affairs, and have 


= John Walden is well placed to pro- 
— MJ vide penetrating and informative 
| comments on the political scene in 
. Hongkong. His 30 years as a Hongkong 
Government servant, during which he 
rose to the senior position of director of 

e affairs, have given him an inti- 
nate knowledge of the workings of gov- 
ament as well as an understanding of 
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IT unity. 
| . Since his retirement, he has been a 
-. vocal and persistent critic of the govern- 
ment he served and his latest book Ex- 
cellency, Your Gap is Growing! con- 
tinues this process. The book is a compi- 
lation of speeches and articles made or 
written between February 1984 and 


comment on or analyse the develop- 
ment of his thinking over the period 
pered by the speeches reproduced in 
ehi k 


— Some of the judgments and forecasts 
nade look rather lame with the benefit 
|. of hindsight: one of the central themes 
of the first five speeches is that demo- 
cratisation is being imposec on Hong- 
—kong by the Chinese Government in 
collaboration with the British and 
Hongkong governments. By the sixth 
|" piece, published in April 1986, Walden 
1s already treating it as axiomatic that 
the Chinese Government never in- 
tended to allow real democracy in 
R longkong. 
J. e burden of piecing together how 
_ this leap was made is placed upon the 
reader, revealing the fundamental defi- 
ciency of the book's format. Walden 
. acknowledges the problem in the 
 foreword, but makes no attempt to 
. solve it beyond italicising those portions 
of the speeches that repeat points al- 
. ready made; and confessing his surprise 
Rt the emergence of articulate and de- 
. termined champions of representative 
. government, a development which 
= causes him to withdraw remarks in one 
| ofthe speeches reproduced in the book 
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and affection for Hongkong as a com- 


May 1986. Wa:den makes no attempt to 
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often cooperated with management at- 
tempts to slash the workforce in times of 
recession. In the case of one of the com- 
panies discussed, agreement about the 
terms for layoffs came after the use of 
tactics which would be labelled else- 
where as harassment. 

The article on *Crime, Confession, 
and Cortrol in Contemporary Japan" 
shows that there are some areas in mod- 
ern Japan — the treatment of the men- 
tally il! is another — where the concept 
of human rights does not exist. The ac- 
count of how suspects are forced to con- 
fess and the way procedures favour the 
mcs makes for chilling reading. 

erhaps :t is no coincidence that the one 


Hongkong in hindsight 


Excellency, Your Gap is Growing! by John Walden. J. Walden. HK$30 (US$3.85). 


urging pressure groups to boycott the 
Hongkong Government's reforms. 
Like all crusaders, Walden relies 


heavily on the existence of villains to | 


justify the intensity of his preaching. 


For five-sixths of the book, the principal | 
villain is the Hongkong Government, in | 


articular its senior expatriate officials; 
in sup of his contention that the mis- 
use of power is widespread, Walden 
cites “Improper influence over the 
media . . . pressure on certain editors to 
encourage 'responsible' journalism . . . 
release to selected jour- 
nalists of personally 
damaging information that 
can be used against critics 
[of the government].” 

Yet. in the same speech, 
he says that the theoreti- 
cal principles of good gov- 
ernment *are . . . followed 
by the Hongkong Civil 
Service in the conduct of 

ublic administration. 

ongkong people are for- 
tunate in the quality of 
service they receive from 
their civil servants . . . 
His attempts to reconcile 
the contradiction by saying that the 
villains are concentrated at the top 
are unconvincing. The general stan- 
dards of the civil service could not be 
as high as Walden asserts if the upper 
echelons of it were as rotten as he 
claims. 

The indignation and bitterness wh:ch 
run strongly through the book disguise 
the fact that many of the sweeping asser- 
tions it contains are either untrue or at 
least arguable. His description of the 
British/Hongkong government's policy 
on relations with China and the A 
brought about by the Joint Declaration 
is an example. He asserts that Britain 
deliberately maintained “moderately 
bad relations” with China to discourage 
a walk-in, and that this changed when 
the British Government decided to help 
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Asian country which has ac cho- 
sen to replicate the Japanese Koban 
(neighbourhood pol:ce box) system, Sin- 
gapore, also happers to be intent on ap- 
plyingits ownregime of authoritarianism. 

Even if various contributors slip into 
the classic fallacy cf the Left, the convic- 
tion that people need to be saved from 
themselves, because of their inability to 
recognise that they are being exploited 
and ne pee the acie 
ments of an incre werful, cen- 
tralising state, the Rok ea neverthe- 
less be recommended as a worthwhile 
antidote to the writings of those who 
dance uncritically before the golden calf 
of Japan as No. 1. — Derek Massarella 


British businessmen reap the “rich pick- 
ings” of the China market. 

This is absurd. Relations with China 
over Hongkong are not determined by 
the adjustment of some sort of volume 
control in the FCO. Internal events in 
China have played a large part; and 
what has prevented a walk-in by China 
for the past 30 plus years is not the at- 
titude of the British Government, but 
the strong p edvantages to China 
of leaving Hongkong alone. 

Secondly, the hackneyed idea that 
Britain sold Hongkong down the river 
for the sake of the China market is 
simply eyewash. Even if you assume 
that professions of moral nsibility 
for MEE Á mean absolutely nothing, 

ritain has far more to 
lose, both politically and 
economically, from allow- 
ing Hongkong to go down 
the tubes than it does from 
having è row with China. 

Unlike many critics, 
Walden has a positive con- 
tribution to make. He be- 
lieves that true accounta- 
bility will only come from 
openness in government, 
through the enactment of a 
freedom of information 
law, and through the close 
scrutiny of the executive by 
the legislature using the 
select committee technique. But again, 
I find this a disappointingly stock re- 
sponse from someone well placed to 
have given the matter more careful 
thought. 

ose who advocate total freedom 
of information, as Walden — 
to, overlook the fact that this will only 
generate worse abuse by driving gov- 
ernment officials into illegally secret 
methods of policy formulation if legal 
confidentiality is denied them. 

In short a Pus “ng effort. Hong- 
kong undoubtedly needs plenty of pas- 
sion, based on sound analysis, if it is to 
preserve the real legacy of 150 years. of 

ritish rule — freedom. Walden's offer- 
ing — weak analysis and strong indigna- 
tion — is a poor substitute. 
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is Set for a refreshing change 
‘ne opeemy of the new Hyatt 
duta Jakarta and its new 
Ambassador Wing. 
Located right in the centér of bustling 
Jakarta, the newly, exteridediand reno- 


vated Hyatt Anyaduel will offer you 
340 houna D mil guest 


rooms, including Executive rooms 
in the new Ambassador Wing and 
the exclusive Regenéy Club. 
Experience elegance nd the whole 
new feeling of ee SEE A new 
fitness and pool complex, business di eu 
center, function rooms, a nine-storeytla 
car park and very Special restaurant ¥ 
and bar facilities = will make your | 
visit. irresistible. 

Opening October 1987. 
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Nakasone offers US$2 billion to Asean in a parting gesture 


1 A golden handshake 


By Paul Handley in Bangkok 


- 


asuhiro Nakasone's last trip abroad 
M as Japanese prime minister was 
ant to strike an upbeat note with the 
announcement of a US$2 billion special 
Asean Fund during the centenary cele- 
bration of Thai-Japanese relations in 
| ok on 26 September. But the way 
Thailand and the other five Asean 
members have responded to the offer 
may diminish this parting diplomatic 















gesture. 

- The US$2 billion represents part of 
the US$20 billion in accumulated cur- 
rent-account surpluses that Japan has 
pledged to recycle worldwide during the 
next three years. The Asean Fund 
would be made available to Asean 
members in the form of loans, in addi- 
tion to annual bilateral aid packages. 
Nakasone said Japan would like to forge 
a close relationship with Asean, and 
that the strong Japanese economy could 
be of great benefit to Southeast Asia. 

- However, while many Asean mem- 
bers would like more aid to overcome 
structural obstacles to modernisation, 
they do not want it to come with man 
strings attached. According to Phisit 
Pakkhasem, deputy secretary-general 
of the Thai National Economic and So- 
‘cial Development Board, at a meeting 
held in Jakarta in early September to 
discuss Asean's response to the Japan- 
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uth Korean exporters. 


the US Tariff Act. 


Although the Samsung-Texas Instruments 
wrangle will probably be settled quicklv, the 
ruling comes against a backdrop of increasingly vocal com- 
plaints by both US and South Korean officials about trade is- 


. Sues. 


The ITC's finding will be forwarded to President Reagan, 
who has 60 days to accept or reject it. If, as seems likely, 
Texas Instruments and Samsung reach a licensing agreement 


T AT =s . 


sung hit with patent violation ruling 


amsung Semiconductor and Telecom- 
munications could be barred from shipping 
semiconductors to the US in one of the 
ngest actions to date by the US against 


E 

= The US International Trade Commission 
(T C) found Samsung violated Texas Instru- 
ments’ patents on its 64K and 256K dymamic 
random access memory (DRAM) semiconduc- 
tor chips. The ruling was apparently the first 
time the ITC had recommended that semicon- 
. ductor imports be barred under Section 337 of 
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ese offer, members felt that Asean Fund 
loans should zero interest rates, 
and offer more liberal conditions than 
Japanese aid organisations usually im- 
pose, particularly on tied aid. 

Asean's insistence on low or zero in- 
terest rates is a reminder to Japan of the 
problems which hit Asean's main deb- 
tors — Indonesia, the Philippines and 
Malaysia — when the yen soared 
against the US dollar. These countries, 
as well as Thailand, saw their yen-de- 
nominated debts increasing by as much 
as 4095 as a result of the ven's strength. 
Sentiment in Asean now appears to be 
that the yen is going to strengthen 
further against the US currency, making 
yen loans expensive and a great liability. 

Still, current concessional loans ere 
considered cheap, at least in interest- 
rate terms: Thailand recently signed its 
13th concessional yen-borrowing agree- 
ment for ¥80.87 billion (US$563.6 mil- 
lion) at 3% interest, half a point lower 
than the 12th yen loan. 

At issue, too, is the bilateral-trade 
imbalance between Japan and Asean 


members, in favour of the former. Thai 


Prime Minister Prem Tinsulanond, in 
his talks with Nakasone, brought up the 
problem of aid being tied to purchases 


of Japanese pos and services. 
Under apan's concessional-loan 











programmes, eligibility to bid on con- 
MUN services is limited to companies 
from Japan, the aid recipient and other 
developing countries. As Japanese 
companies tend to win most of the con- 
sulting jobs in such projects, these are 
by design linked to purchases of Japan- 
ese capital goods, Asean officials say. 

The strong yen has softened the 
trade issue slightly. More Japanese 
manufacturing investment in Asean has 
meant increased exports, much of which 

oes to Japan. But :he issue remains. 

ailand's success in narrowing the 
trade gap with Japan last vear is bein 
offset this year by increasing imports o 
capital goods by Japanese, and some 
Taiwan, investors moving in to set up 
new offshore-manufacturing units. 


B pea of the administration and 
ultimate beneficiaries of the Asean 
Fund have not yet been worked out. A 
team of officials from Japan’s Ministry 
of International Trade and Industry, 
Economic Planning Agency, Ministry 
of Foreign Affairs and various finan- 
cial agencies toured Asean capitals in 
late September to get first-hand infor- 
mation from each country. After an- 
other round of meetings in November, 
plans should be ready for presentation 
at the third Asean summit in Manila in 


before Reagan signs the order banning imports of the 
semiconductors — or any products which contain them — 


then the case will be 
Immediately after the ruling, Texas Instruments granted 
Samsung a temporary licence to continue importing 


closed. 


the 


semiconductors. A Samsung executive said the firm had been 





negotiating with the American manufacturer 
fer some time. Texas Instruments, according 
te the executive, waited for the ITC ruling in 
order to bolster its claim for a royalty equal to 
15% of sales. 

Both companies have said that a royal 
agreement w 
have been criticised in the press and by mem- 
bers of the electronics industry in Seoul for al- 
lowing the dispute to become another thorn in 
US-South Korean trade re ations. Texas In- 
struments, which recently licensed 256K tech- 
nology to Hyundai and already has substantial 
operations in South Korea, is under pressure 
not to push Samsung too hard. *They're acting 
like Texas cowboys, 
the South Korean electronics industry. On the other side, 
local electronics manufacturers, who. use Samsung semi- 
conductors and whose products would be barred from the 
x are pushing the South Korean company to settle quick- 


be reached quickly. And bot 


gripped a source close to 


y: à 
The South Korean Government is taking the threat of a- 
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December — if the summit goes ahead. 

The fund is said to have been initially 
conceived as a single entity, adminis- 
tered by a separate Asean-based office, 
which would select the borrowers itself. 
But apparently at the insistence of 
Asean representatives, the fund will be 
administered more or less on a bilateral 
basis through such traditional links as 
the main Japanese soft loan agency, the 
Overseas Economic Cooperation Fund 
(OECF), and the Export- Import Bank 
of Japan. 

The Asean industrial joint ventures 
(AIJV), which call for involvement of 
investors from at least two Asean coun- 
tries holding together a majority of 
equity in a project, have been men- 
tioned as beneficiaries of the fund. 
Designated AIJVs can receive up to 
75% tariff preference in participating 
countries. 

But so far the AIJV concept has 
barely taken root, with only a handful of 
small ventures under way. The size of 


suitable projects are found to absorb the 
US$2 billion. A previous effort at in- 
jecting fresh capital into the region — 
the US$1 billion Fukuda Fund unveiled 
in 1977 — foundered on the inability of 
Asean members to cooperate on the 
large-scale industrial projects for which 
the funds were earmarked. Ultimately, 
that fund benefited only a couple of 
Asean countries, as project proposals in 
the others were not approved. For that 
reason, many Asean members would 
refer the new fund to be handled on a 
ilateral basis. 


O ne suggestion is to use the money for 
two-step loans, in which an Asean 
overnment p the Japanese 
oan to a local, preferably state-run, fi- 


nancial institution, which then on- 
lends the money in smaller amounts to 
various private, or semi-private, bor- 
rowers. 

The OECF has recently renewed a 
pilot two-step loan programme geared 


towards medium-size and small export- 
oriented industries in Thailand. The 
amount is small: a total of ¥8.67 billion 
is to be on-lent through the Industrial 


Finance Corp. of Thailand (IFCT) and | 
the Bank of Agriculture and Agricul- | 


tural Cooperatives to export-oriented 
industrial and agricultural ventures, in- 
cluding small rural-based enterprises. 


From the ¥4 billion provided to IFCT 


in the pilot programme from end-1985, 
the largest loan made was Baht 20 mil- 
lion (US$664,451). 

The OECF is clearly happy with the 


results so far, but earlier attempts at - 


similar lending in Indonesia and the 
Philippines have been less satisfactory. 
To conduct a two-step loan programme 
in a large way requires a strong local ad- 
ministrative institution. Some Japanese 
financial officials feel that there are few 
institutions 
handle the work. 

Loans from the Asean Fund could 
also be administered in equity-invest- 


in Asean which could | 


currently proposed AIJVs 
could hardly absorb a signifi- 
cant portion of the Asean 
Fund. 

Nakasone said Japan was 
particularly interested in con- 
tributing to  private-sector 
projects and the development 
of capital markets, though 
state projects are apparently 
not excluded. This would be 
suitable for countries such as 
Thailand, which have set 
limits on government external 
borrowings and would prefer 
new funds to go to private bor- 
rowers. 

However, a major problem 
could surface if not enough 


ban on exports seriously. Trade and Industry Minister Na 
Ung Pae said the government had been in contact with the 
US Commerce Department and other agencies in an attempt 
to resolve the dispute. He said that if the ruling was allowed 
to stand it would cost the country an estimated US$270 mil- 
lion in annual exports. 

About half of South Korea's US$1.3 billion worth of 
semiconductor exports last year went to the US. Semicon- 
ductors are a critical industry for South Korea both because 
of their rapid sales growth and the technological know-how 
they require. Semiconductors are one of the core tech- 
nologies which South Korean industry plans to build on as it 
produces higher value-added products. 

About a dozen Japanese firms which faced similar patent- 
infringement charges have already negotiated royalty ar- 
rangements with Texas Instruments. The Samsung executive 
said that Japanese firms found guilty of copyright infringe- 
ments paid royalties of 7-8% to the US manufacturer and 
that Samsung was not prepared to pay more than 10%. 
i3 undai Electronics is the target of two similar suits. 

otorola filed a patent-infringement suit against Hyun- 
dai in July, acing that Hyundai's car telephones used 
Motorola's design. Intel has filed a suit against Hyundai's 
EPROM semiconductor chips. 

The ITC ruling has attracted widespread attention in 
South Korea and has helped convince exporters that the US 
is increasingly serious about its warnings on trade. South Ko- 
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ment funds, which the IFCT 
welcomes. The two-step ap- 
proach could see its way 
around tough local rules on 


the 
bers. 

Even then, in many in- 
stances in Asean it is not 
equity availability or regula- 
tions which limit foreign in- 
vestment. It is the lack of 
infrastructure which keeps in- 
vestors away. There could 
well be pressure on the Japan- 
ese to extend the Asean Fund 
to major government projects, 
in the way that current soft 
loans are being applied. — El 


eveloping Asean mem- 


rean manufacturers, who have focused most of their atten- 
tion in the past on avoiding dumping charges, are being 
warned of a new danger in the US customs laws. 

The ITC ruling occurs against a backdrop of rising US 
frustration with Seuth Korean trade policy. At a 24 Sep- 
tember meeting in New York, US Secretary of State George 
Shultz reportedly warned Foreign Affairs Minister Choe 
Kwang Su that if South Korea did not take drastic measures 
to open its market, the US might not keep its market open. 

Rhetoric is also heating up on the South Korean side. Of- 
ficials in Seoul say that because of the country's political un- 
certainty Washington should ease pressure to open the South 
Korean market. US officials are growing impatient with what 
they see as Seoul s attempt to use the political situation as yet 
another excuse in their efforts to slow market liberalisation. 

South Korean officials, including Finance Minister 
Sakong Il, have also said recently that further appreciation of 
the won against the dollar is not in order. The US has encour- 
aged appreciation of the won as a way of reducing South 
Korea's trade surplus with the US. 

The ITC ruling is unlikely, in itself, to have much effect. 
The royalties will certainly reduce Samsung's semiconductor 
profitability, and ptobábls its price advantage, but officials 
say they are confident damage will be minimal. The South 
Korean Government's strategic commitment to semiconduc- 
tors virtually ensures that a royalty agreement will be quickly 
signed. But the broader trade issues which underlie the dis- 
pute are likely to get worse before they get better. ü 
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C&W's party line 


_ Merger would strengthen group's Hongkong base 


. By Michael Westlake in Hongkong 


a urrent. negotiations in Hongkong 


"^w may lead to the merger in the next - 


few weeks of two local subsidiaries 
of London-based telecommunications 
giant Cable and Wireless (C&W) to 
produce the largest companv listed on 


. the Hongkong stockmarket. 


News of the merger plan emerged as 


a result of the 22 and 23 September sus- | 


= whic 


fepron of shares in the s licly quoted 
ongkong Telephone Co. (Telco), in 
the London parent holds 79% 


- with the rest in public hands (REVIEW, 1 


|. Oct.). 
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The suspension had, in turn, been 
forced by large volumes of Telco shares 
being traded and the share price rising 
sharply due to rumours that Hongkong 
business magnate Li Ka-shing’s pur- 
chase of 4.9% of the London parent was 
the forerunner of a move. by him on 
Telco. 

The suspension was accompanied by 
an announcement that talks with the 
Hongkong Government were under 
way with a view to merging Telco with 
the London unit's other major Hong- 


_ kong subsidiary, Cable and Wireless 


" (Hongkong) (CWHK), in which the 


London parent holds 80% and the 


- Hongkong Government 20%. 
A straightforward merger of the two | 


local units would result in the London 
company holding 80% of the new single 
unit, with the public and the Hongkong 
Government holding 10% each. It 
seems likely, therefore, that the new 
company would enlarge its public par- 
ticipation by a sale of part or all of the 
government's holding or part of the par- 
ent's holding — and the betting is that 
C&W will reduce its holding in the joint 
company by 5-10%. 


i- - - 


The merger move is the result of an 
undertaking given by the London com- 
pany in 1981, when it created CWHK 
out of what had until then been a branch 
office operating Hongkong's external 
communications, to permit public par- 
ticipation in CWHK "when the time was 
right," said a company official. 

To some extent, the timing was made 
less urgent by C&W taking control of 
Telco in 1984 — it had bought 35% in 
1983 — because this meant the public al- 
ready had some measure of participa- 
tion in Hongkong's telecommunica- 
tions. But the merger is seen as a logical 
step by C&W to bring together two 
complementary businesses into, one 
unit, and talks with the Hongkong 
Government began early this year — 
before Li's purchase of the C&W 
shares. 

Some observers see overtly political 
motives in the pian — to create a local 
constituency of support for what might 
otherwise be seen as an inappropriately 
British operation in the run-up to Hong- 
kong's sovereignty reverting to China in 
1997. Comparisons have been made 
with the share flotation last year and 
subsequent purchase by an official 
Chinese investment agency of shares in 
Hongkong-basec Cathay Pacific Air- 
ways. 

But C&W officials are quick to em- 
phasise the international nature of 
the company: the London unit was 
privatised in 1981 — the British Gov- 
ernment sold its remaining 23% in late 
1985, though it retains a “golden share” 
to give it a veto should it disapprove of 
company plans — and is now listed en 
stock exchanges in London, Tokyo, 
Hongkong. Frarkfurt, Basle, Geneva 
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and Zurich. Further, though indivi- 
dual shareholdings are restricted to 
15% of the equity, there is no limit 
on the amount of foreign ownership of 
shares. 

The C&W gow now operates in 46 


countries and employs more than 
25,000 people, Mont external com- 
munications in 36 countries and internal 
communications in 18. In the year 
ended March, 86.1% or £786.4 million 
(US$1.3 billion) of its total £912.9 mil- 
lion turnover came from public tele- 
communications. A further 2.8% came 
from operating cable-laying and repair 
ships, 5.6% from contracts for specific 
work plus consultancy fees and 5.5% 
from equipment sales, leasing or 
maintenance. 

It earned a trading profit of £289.2 
million to 31 March, of which 2234.7 or 
81.2% was derived from the Asia- 
Pacific region (compared with 57.476 of 
turnover), 9.295 from the Middle East, 
Indian Ocean and Africa (against 6.5% 
of turnover), 10.9% from the US and 
the Caribbean (against 25.775 of turn- 
over) and made a loss of £3.8 million in 
Britain (which provided 10.396 of turn- 
over). 


he Hongkong operations provide 

the bulk of its Asia-Pacific income, 
and hence the majority of its worldwide 
income, though exact figures are not re- 
leased. The set-up for Hongkong's tele- 
communications is typical of those else- 
where, with CWHK holding a 25-year 
exclusive franchise for external com- 
munications until the year 2006 and 
Telco holding a similar 25-year franch- 
ise to operate the domestic telephone 
network until 1995, Both franchises are 
renewable, and local competition is 
mounting from Li's Hutchison Tele- 
communications which has already 
won a slice of the equipment sales 
market, has mounted a strong chal- 
lenge in mobile phones and is seek- 
ing the licence to operate a cable TV 
system. 

Telco's profit from the telephone 
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CAN YOUR PEOPLE 
COMPETE WITHOUT IT? 


Head-to-head competition can bring out the best in your company — and your 
staff. And if you want your people to stay ahead, you have to give them the best tool for 
business. The Asian Wall Street Journal. 

It's not a question of which of your people are most important — but how fully 
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Every working day, your staff should have the advantage of The Asian Journal's in-depth 
analysis and insight. | 

The Asian Journal is an essential tool for anyone in business. Give your people 
the competitive edge. Give them a 


subscription to The AsianJournal. THE ASIAN WALL STREET JOURNAL. 


[| meanma ee une Emu] RE eee) ee DER TERR 


ASIAN WALL STREET JOURNAL. 


GPO Box 9825, Hong Kong 
Mail this coupon and get The Asian Journal at 





Us nm 













a savings of a least 30%" off the newsstand price, [Hongkong — [3 we [wu «so | [Nevzat | US 34 [Reet Atala | S a5 | V Wi 
[mh — [is ws w| Num — [US us |t 5| Our Amaisrmal | v ao | US 29 | 


Check enclosed. C Bill me later [mem — — m ws[U 


| 

| | 

| OChargetomy; CVISA CAmex ODiners 
| 








| 

| 

ee | vam [vac] [wwe — (| mz. m n] ingen | 

Name . Ro OE prefer one year CI prefer six months. | 
Company Card Nc. 

| Delivery Address Expires | 





Signature 


LIEU LL IW e c aa 











network is restricted by a government 
scheme of control to a return of 16% of 
shareholders’ funds, with any excess 
being split between a develcpment func 
and shareholders’ funds for issue as 
bonus shares. In the year to 31 March 
1986 this gave a maximum permitted re- 
turn of HK$473.6 million (US$60.7 mil- 
lion), though before scheme-of-contro! 
adjustments and including HK$245.5 
million in dividends from subsidiaries. 
the after-tax profit was HK$720.5 mil- 
lion. 

Arguments about deregulation and 
the merits or otherwise of its application 
are now the subject of a study of tele- 
communications policy commissioned 
by the government. The study results 
from a battle between rival consortiums 


— pitting C&W against British Telecom | 


— for a potentially lucrative cable-TV 
svstem for Hongkong. 

But Telco already has three wholly 
owned subsidiaries to operate in those 


fields not covered by the scheme of con- | 


trol: 
Integrated Business Systems, to provide 
equipment such as telephone units of all 


Communications Services and | 


descriptions; and Computasia, dealing | 


with software development. And, say 
Telco officials, the company welcomes 
competition where it makes sense and 
where it is on equal terms — in short, 
outside the limits of its franchise. 
C&W, the beneficiary of regulation 
from Britain's colonial years, has for 


seme time been adapting to competi- | 


tion, particularly in Britain where its 
Mercury subsidiary is up against an em- 
battled British Telecom. 


But overseas, it is still without a com- 


petitor on a global basis and is moving to 
shore up its advantage by setting up a 
worldwide “digital highway,” of which a 
major stage involves participation in à 
censortium seeking to break into the Ja- 
panese communications market. It is 
also involved in developing communica- 
tions in China. particularly in the Pearl 
River and Yangtze delta areas. 

Company officials say he ping China 
to develop its communications, even 
though China obviously wants to run its 
own operations, is good business sense 
because it means more communications 
with Hongkong — and hence more 
group profit. 

This underlines the C&W strategy of 
building on its unique geographical 
spread and what finance director Rod- 
ney Olsen calls its *lack of nationality" 
— there are different levels of competi- 
tien in each place and the company is 
concentrating on developing the busi- 
ness where it finds it. 

Thus, moves such as the proposed 
merger of its interests in Hongkong 
make sense not only politically but in 
terms of consolidation of resources as 
well. Also, because the telecommunica- 
tions business is so inherently political, 
the potential support of the investing 
public is a major element which the 
group is eager to woo. g 








Doubts cloud cable vision 


Japanese market bid still faces long haul 


By Nigel Holloway in Tokyo and James Bartholomew in London 


hile C&W’s moves in Hongkong sen duin 
Cefined telecommunications v, the status of its bid to break into 


Japam's overseas telecommunications market is less clear. While London 
analysts think the award of a licence to enter the overseas telecommunications 
uds in Japan (as part of the International Digital Communications, or 
IDC, consortium) is now a formality, doubts have been raised in Tokyo — 
both in the media and officially. 

A senior official in the Japanese Ministry of Posts and Telecommunica- 
tions told the REVIEW that negotiations had not progressed beyond “the pro- 
cess of advising [IDC] on the correct way to for a licence” to an 


international telephone service. IDC itself sai Pee amen > the li- 
cence would be the ministry by 1 October and it is understood that official 
approval is likely to be given by December. 


IDC is acting as if it is sure of the outcome. On 18 September, shareholders 
approved an increase in IDC's paid-up capital from Y 360 million (USS2.5 mil- 
lion) to ¥1.2 billion. The sharehol have also changed: C&W and J 
ese trading c y C. Itoh each take 16.83% and Toyota Motor has 10%. 
California Pacific Telesis International is applying to the US courts for 
a waiver from current — it to operate solely as a local tele- 
coms supplier in the US, so its 10% share in IDC is at the moment being di- 
vided y between C. Itoh and Toyota. Another 34 shareholders own the 
rest, i Merrill Lynch of the US with 2.5%. 

After the licence has been granted, IDC then has to ask the Japanese minis- 
try for approval to operate an undersea US-Japan fi cable, which 
could be in service by mid-1990 (REVIEW, 16 Apr.). The cost of the cable is put 
at more than ¥20 billion. The cable plan was a prime reason for the failure of 
the company and a rival all-Japanese consortium, International Telecom 
Japan (ITJ), to agree on a merger to compete with the soon-to-be-deregulated 
monopoly. Kokusai Denshin Denwa (KDD). Talks between the two firms 
broke down in July. ITJ believes that a new cable may not be needed to com- 
plement existing copper cable and satellite channels and that overcapacity 
could prompt a price war. 

Sources close to IDC say the firm intends to offer subscribers international 
tele e rates 20% cheaper than those of KDD. And if KDD cuts its rates by 
30%, IDC will go 20% lower still, the sources say. 

What all this will mean to C&W in t terms must be seen in ve, 
epe par an des Iit denti ack t for quite some time and it has said 

not get any profit from the until 1992. But, growth in other areas 
of the business — Britain and H — could mean profits of £1 
billion (US$1.7 million) a year for C&W by time. 

Nonetheless, involvement in IDC will save C&W money on the cost of calls 
routec from its British or Hongkong operations into Japan. Finally, by reduc- 
ing its reliance on profits from Hongkong, C&W will not be overly 
upon the fate of the territory after sovereignty passes to China in 1997. 
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Even if you're not in a hurry, it's best to get in touch with Swissair. 





Sleigh ride in Arosa, Switzerland. 


Whether it's riding in a horse-drawn sleigh at 5 miles per hour, cross-country skiing at 8, 
streaking down a slope at 40 mph or standing perfectly still before a fireplace, enjoying 
white wine and fondue, Swissair can get you on your way. To find out more, take a look 
at our brochure "Switzerland and the Alpine World", available at your local Swissair 
office. There you'll discover hundreds of ways to enjoy Switzerland this winter - at any 
speed. Of course, it might take a little time to absorb them all, but then again, you're 
probably in not too much of a rush. swissair 
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» 60001 Frankfurt a. M. 1 
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get the job done. 


It means employing, or creating, 
the most efficient financing instru- 
ment. It requires direct placement 
capability in every important cur- 


rency, as well as a worldwide 


network that can distribute. even 
the largest issues. 
demands a demonstrated com- 

mitment to maintaining . a liquid 


and price- competi itive secondary 


market. 7 
The Deutsche Bank Group is a 
world leader in corporate fi finance, 
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DB Capite Markets (Asia) Ltd. 
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ARK Mori Building 22F 
12-32, Akasaka, 1-chome 
Minato-ku, Tokyo. 107 
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Deutsche Bank Group. Resources that 
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Deutsche Bank 
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New York, NY 10005 
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because time and time again, we © 
apply whatever resources we. 
need to get the job done. In fact, | 
last year our clients relied on usto . 
lead-manage euroissues valued at — . 
over US $ 12 alllion. v 
For corporate finance, as well as 
other investment and commerc ial 





banking services, consider. using 
the resources cf one of the world' S 
leading banks. E 
Contact the Deutsche Bank us 
Group office nearest you. 


Deutsche Bank (Suisse) SA : 
Place des Bergues 3 
1201 Genéve 
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Why more and more 
business people like to stay 
with us. 
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In the throbbing heart of Taipei stands 

the oasis of the Howard Plaza, a hotel tha: 
understands how to make travel a pleasure. 
We are only a five-minute drive to the new 
Taipei World Trade Center and ten minutes to 
the financial centers and government buildings. 
Immediate access to the freeway leading to 
CKS International Airport. 


Original works of art adorn the spacious lobbies 
and walkways. Attentive staff 
are always ready with a smile, 
and facilities are among the 
most complete in Asia. 
Sports facilities include a 
swimming pool, sauna, and 
health club. And our 
Executive Business Center 
meets all your business 
requirements. 


Visitors agree — why stay 
anywhere else when you can 
«tay at the Howard Plaza. 
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Howard Plaza Hotel 


160 Jen Ai Road, Sec. 3, Taipei, Taiwan, R.O.C 
Tel: (02) 700-2323 
Telex: 10702 HOPLATEL Fax: 7000729 
For reservations anc information, 
lease contact any Distinguished Hotels of The World, 
Utell International, Supereps International, 
cr Odner Hotel re»resentative in your area. 


An associate of the Keio Plaza Hotels, japan 
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You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative rewsletter of its 
kind. 

CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investmen: to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for aryone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the seme informa- 
tion on your own but in orcer to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China 











Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small investment... 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 


Post this coupon today! 


Circulation Manage’, 
Far Eastern Economic Review, Ltd., 
G P.O. Box 160, 
Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| enclose a cheque/money order of 
made out to the Far Eastern Economic 
Review. Or, please charge mv credit card 
(tick one): 
American Express Diners Club O 
MasterCard Z Visa C 
(Please print in block letters) 


Card No: 
Exp. Date: 
Signature: 
Name: 


| Annual subscription rates: HK$2,575 US$330 
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UPUY-SAATCHI & SAATCHI COMPTON EQUIPEMENT 





“Yve got a terrific ball! When dad told me it was made 
of plastic I didn't believe him. I haven't missed a goal 
since I got it. It puts up with all kinds of rough treatment - 
even my dog's teeth ! All my friends are jealous. I really 
think that the people who made it are clever: 

That's true : the innovators of to-day are clever and 
Atochem's chemistry is here to help them. Tc help them 
to produce better and more reliable products and to meet 
the needs of to-day's high technology. 

Atochem has laboratories, research centres and 
production sites which by working in close collaboration 
with eacli other ensure successful products for the 
innovators. 

Atochem : The way forward for innovators. 


ATOCHEM in France and the world. 


- 10,000 employees plus. - Network spreading over 
- 35 productions plants in 97 countries on 5 continen:s. 


France and the world. - Turnover: FF 20 billions 


- 4 research and ~ Main activity sectors: 
development centres. Basic chemicals, 

- | technical centre Fine and speciality 
(ingeneering) chemicals, Plastic materiais. 








ATOCHEM 

Hong-Kong 

Tél.: 852 (3) 697.145 
Télex : 39712 HKATO HX 
Melbourne 

Tél.: 61 (3) 548.40.33 
Télex: 154171 ATOMEL AA 
Singapour 

Tel. : (65) 225.03.88 

Télex: 34502 ATOSEA RS 
Tokyo 

Tél.: B1 (3) 234.74.41 
Télex: 232 5419 ATOCHM J 
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Head office 

4, cours Michelet 

Le Défense 10 - Cedex 42 


92091 Paris La Défense (France) 
Tel. (1) 49.00.80.80 - Telex : ATO 611922) 





EXACTING STANDARDS Key components of 

every Cross writing instrument are macbined to 
iei same degree of accuracy: one one-thousandth 
of an incb. Craftsman sbown inspecting 14 karat 
gold fountain per. 


The result of over 140 years of 
dedicated craftsmanship in the art of 
creating fine writing instruments is 
readily apparent in every Cross. 

Our writirg instruments meet 
standards of care and precision that 
m ip dj only reserved for the 

aking of fine jewelry and time- 

ile there certainly are many 
rue brands of writing instruments 
from which to select, there is only 
one Cross, Timeless design. Meticu- 
lous finish. Flawless mechanical 
function. Since 1846, our testament 
to quality guarantees that 2 Cross 
possession is one for a lifetime. After 
all, at Cross, quality means forever. 


CROSS 


SINCE 1846 


Shown above: Our 14 karat rolled gold ball point pen and mechanical pencil. 
All Cross writing instruments are unquesticnably guaranteed against mechanical failure, regardless of age. 





INVESTMENT 


Taiwan's new allure 


Economic liberalisation is a magnet for foreign firms 


By Jonathan Moore in Taipei 


oreign firms are pouring funds into 

Taiwan in the wake of government 
efforts to liberalise the economy and 
encourage overseas investors, espe- 
cially in the country's undeveloped ser- 
vices sector. So far this year the Invest- 
ment Commission of the Ministry of 
Economic Affairs has approved in- 
vestment projects worth US$984 
million — a 221% increase over the 
same period last year. In all of 1986 
the total of approved projects was worth 
US$770 million. 

Officials believe Taiwan's new- 
found popularity in the face of strong 
competition from regional rivals like 
Thailand and Hongkong is based on the 
stable business climate. “Businesses are 
increasing their investments here be- 
cause they are confident in our invest- 
ment environment. They feel comforta- 
ble here,” said C. K. Wang, executive 
secretary of the Investment Commis- 
sion. 

Certainly, two key factors in boost- 
ing investor confidence have been the 
government’s decision to end 38 years 
of martial law on 15 July and its partial 
lifting of foreign-exchange controls. 

US. Japanese and Hongkong com- 
panies are leading the invasion. To- 
gether they account for almost 80% of 
the new foreign investment. The US 
heads the field with 35% of the total, 
Japan is second with 29.5%, despite the 
historically cool relations between 
Taipei and Tokyo, and Hongkong is 
third with 13.8%. 

Many of the companies have been at- 
tracted to Taiwan by the well-educated 
and skilled labour force, the developed 
infrastructure, political stability, the 
availability of raw materials, efficient 
export processing zones and, recently, a 
rise in capital formation, providing new 
marketing opportunities. 

Japanese interest stemmed origi- 
nally from Taiwan's role as a relatively 
low-cost offshore manufacturing base 
because of the slower rise of the NT dol- 
lar against the US currency compared to 
the sharp increase in the yen. 

Hongkong investors, prompted aod 
the anxieties surrounding the 1 
transfer of sovereignty over the terri- 
tory to Peking, have seen Taiwan as a 
stable long-term home for their funds. 
In the first eight months of this year, the 


number of paskon investment pro- 
jects increased 534% over the same 
period of 1986. 


US companies have longstanding ties 
with Taiwan but it is thought that recent- 
ly many have turned to Taipei because 
of the difficulties encountered when 
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doing business with mainland China. 

Much of the early investment was in 
low-technology, labour-intensive man- 
ufacturing but the steady rise in wages 
has prompted investors to put their 
funds into industries based on medium- 
level technologies. These have also 
been encouraged by government incen- 
tive policies. 

As a result, the biggest slice of new 
investment this year, some US$273 mil- 
lion, has gone into the electronics indus- 
try. So far Japanese and US firms have 
each won approval for about US$123 
million visti of projects. 

Increasingly, however, investors are 
being tempted by the prospect of 


FOREIGN 
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exploiting Taiwan's relatively unde- 
veloped consumer market. The services 
sector, which was opened to foreigners 
some three years ago in a bid to encour- | | 
age international participation in the f 
economy, is now the second-biggest in- | - 

| vestment area. It attracted US$242 mil- | 
lion worth of approved projects in the | 
_ first eight months of this year — a rise of | 4 
. 712% over the same period a year ago. f 
Taiwan has a prospering and steadily |. 
growing middle class which has money |" 
to spend. Officials estimate that this | 








year's per capita GNP will be about |. 
US$5,000 and the savings rate isexpect- | 
ed to be 40% . Such buying power has at- - 
tracted a growing number of depart- | 
ment store groups and fast-food chains. | 
Companies like Japan's Sogo depart- | 
ment store, and Hutchison's Watson's — 
chemist shops and Dairy Farm's |. 
Wellcome supermarkets from Hong- 
kong are now arriving in force. 

Sogo's new building, a US$5.5 mil- _ 
lion project which was approved last | 
year. is scheduled to openin November. — 
Watson's won approval for 
branches last year. 

The ubiquitous hamburger is 
also expanding its presence in 
Taiwan. In 1984, fast-food out- 
lets in Taipei numbered just one 
— a McDonald's franchise. But 
now this has been joined by 
Wendy's hamburgers, Swen- 
sen's ice-cream, Kentucky Fried © 
Chicken and Pizza Hut. | 

Analysts say some of the | 
sharp rise in foreign investment 
may be a result of the illicit use 
of this channel for speculation 
on the appreciation of the NT 
dollar. The government's policy 
of limiting the impact of the local 
currency's rise on exporters by 
allowing the NT dollar to rise at 
a controlled, even pace has pro- 
vided speculators with a risk- 
free opportunity to make | ` 
money. Since the beginning of j 
1986, the NT dollar has risen 
25.7% against the US unit. 

It is difficult to say what per- 
centage of the approved funds 
actually finds its way into the in- 
vestment projects for which it 
was intended. The Investment 
Commission claims a 60% suc- 
cess rate and points out that the 
investment-approval process 
would be an expensive way to 
bring money into the country. 

The thriving and efficient 
black market provides the usual 
means of Rice hot money 
into the country. But since in- 
ward remittance levels were set 
at US$50,000 per account in 
July, some stockmarket players 
and real-estate investors have 
seen the foreign investment- 
proval process as a less risky 
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C Malaysia 
ducer of natural 
p to imagine any 
A donesia plans to overtake Malay- 
ailand in the rubber market 
— ther Malaysia is being too compla- 
its share of world palm-oil produc- 
countries, which enjoy the added 
More than half the estimated 6.4 mil- 
order contemplated by Indonesia out of 
fore, is whether it can increase yields 
| i nportant to the plantation industry. 
others. In the past, the fruits of years of 
| conferences or else filtered 
|. Attempts are now being 
Ang material to potential 


y Nick Seaward in Kuala Lumpur 
am - has 
Bebe Wee avSIA R ie been the world’s - 
pom bo Ed foremost pro- 
rnm ar rubber and palm 
ay ere RBS oil for so long 
— DNE P Pu that it is difficult 
or iT taking its place. Ma- 
ians find such a proposition 
1 ard to accept as well. Reports that 
S Im oil are treated with scorn 
n Kuala Lumpur newspapers, 
while the po:ential threat from 
barcly rates a mention. 
_ However, some planters and re- 
searchers are now questioning whe- 
cent. Malaysia s share of the world 
arket in rubber has been in steady 
decline for many es and this year 
tion is forecast by the IMF to de- 
cline for the first time. Extensive 
js new planting by neighbouring 
E benefit of cheap and abundant 
ia »our, is posing a long-term threat 
n: Malaysia's dominance. 
Jion ha of arable land in Malaysia is al- 
. ready under rubber or oil palm, making 
| expansion in planted hectarage of the 
the question. The shortage of labour on 
E he plantations is also getting worse. 
€ challenge facing Malaysia, there- 
on existing laad while using less la- 
pour. 
Pure and applied research is crucially 
Yet only recently has such research 
i been considered a national asset which 
should be guarded- carefully from 
painstaking research were either given 
“out freely to competitors 
at prestigious international 
out through the activities 
of multinational plantation 
"companies. 
ade to stem the outflow 
| Morehe latest knowledge and 
ent the export of plant- 
. competitors. Palm seeds 
cannot legally be exported 
abroad, for instance, and 
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Malaysia moves to keep plantation know-how at home 


The race to stay ahead 


UPS AND DOWNS IN PRICES 


iMcentsakg RUBBER 
325* (Annual average price of RSS1) 


(M$ & tonne) ues OIL 
1,600* Annual average price of crude palm o!) 
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with any certainty that the con- 
trolled upward-tapping system 
developed by the IM was in- 
troduced to Liberia by Guth- 
rie? 

Any suggestion that Malaysian- 
owned plantation companies 
should not transfer their expertise 
to other countries meets with a 
sharp retort. Ken Eales, the plant- 
ation-division director of Malay- 
sia’s largest plantation group, Sime 
Darby, told the REVIEW that it 
was “ridiculous to say to com- 
panies that you shouldn't go to 
the country where you can make 
the most profit — the profit 
would return to Malavsia any- 
way." He also pointed out that 
the commodit ty producers pay for 
the upkeep of the RRIM at the 
Palm Oil Research Institute of 
Malaysia (Porim) through a spe- 
cial tax on their exports and 
should be permitted to use the re- 
search how they wish. 


f restrictions were placed on the 
transfer of technology, it would 
be many years before it took ef- 


REVIEWGRAM by er" 9 fect, Over the course of the past 


senior researchers at the Rubber Re- 
search Institute of Malaysia (RRIM) 
are not permitted to travel to Thai- 
land or Indonesia. Delegates to recent 
international conferences say that 
papers have become noticeably less 
specific. 
Such actions, however, are akin to 
ot them up three holes in a sieve. Most 
e ma or plantation companies have 
rations in other countries and most 
them maintain their own research 
laboratories. So who, for examp'e, 
could determine whether improved 
palm seedlings used by Harrisons & 
Crosfields' PT London Sumatra sub- 
sidiary in Indonesia came from work 
pioneerec in Malaysia? Who could state 


OUTPUT OF THE 'GOLDEN CROP' 


(Figures in parentheses show % of total output) 
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20 years, durin ng which Malaysia has 
"brought home" the ownership of the 
major plantation companies, skilled 
expatriates have been paid off and Ma- 
laysians brought in to take their place. 
Such a move is understandable in a 
country where there is an abundance of 
trained graduates coming onto the 
labour market, but it has made avail- 
able a highly experienced pool of pro- 
fessionals to countries which would 
otherwise have needed decades to 
build up management expertise. 

There were, at the last count, only 
seven expatriate managers left in Ma- 
laysia out of the thousands of orang 
puteh (white men) who were working in 
the country at the time of independence 
in 1957. Many of them, un- 
able to contemplate life ina 
home country they had not 
lived in for many years, 
have taken their skills to 
the huge plantations being 
opened in Indonesia. 

Eales believes that what 
he terms “the rabid purge 
of palefaces” has re- 
boundec on Malaysia. The 
only thing holding In- 
donesia back has been poor 
management, he says. 





What, then, can Malaysia do to stay 
on top? Clearly the answer lies in 
capitalising. on its enormous resources 
in research and speeding up the applica- 
tion of such research. Significant ad- 
vances are possible on the basis of work 
already completed — more are in the 
pipeline. But the key question is whe- 
ther the producers are prepared to pay 
extra to speed up their arrival. 

More money is needed, as a confi- 
dential report by the RRIM's senior of- 
ficers’ association stated last year, for 
"trial establishment, maintenance, re- 
cording and observation purposes." 
The sums being spent on research at 
present do look minuscule, especially 
for an industry that earned M$6.5 bil- 
lion (US$2.6 billion) in export revenues 
in 1986. Last year the rubber research 
effort (principally through the RRIM) 
cost the industry a total of M$60 million, 
while Porim cost about M$24 million. 
Additionally, the plantation companies 
spend about M$40 million a year on 

eir own research efforts. 

There are also signs of a lack of politi- 
cal will. Although the Malaysian Govern- 
ment has fought tenaciously for the re- 
newal of the International Natural Rub- 
ber Agreement (INRA) and lobbied 
hard against. the American Soyabean 
Association's efforts to have palm oil 
branded as a health hazard (REVIEW, 1 
Oct.), its economic planners seem 
happy to watch commodities decline in 
importance. The unpredictability of the 
commodity markets seems to irk them. 
They would like to see a greater em- 
phasis on heavy industry. 

While the future undoubtedly lies in 
moving downstream towards greater in- 
digenous processing of primary com- 
modities, this does not alter the fact that 
palm oil and natural rubber are still 
among the country's most important rev- 
enue earners. Despite the collapse of 
palm-oil prices last year, these two com- 
modities still managed to account for 
more than 20% of the country's gross 
non-petroleum exports. 

This year, with the price of rubber 
reaching its highest since 1981 and the 
price of palm oil nearing the M$800-a- 
tonne-level again, the commodities are 
expected to push Malaysia's current ac- 
count into the black for the first time 
since 1979. Being the most efficient pro- 
ducer in the world has paid off yet again. 

Nevertheless, Malaysian econo- 
mists, who for some time have been 
pushing the benefits of rapid indus- 
trialisation, seem to be obsessed with 
the consequences of what American 
economist Peter Drucker argued last 
year was the “uncoupling” of the pri- 
mary products economy from the indus- 
trial economy, in which industrial 
growth is no longer translated into 
greater demand for commodities. Yet, 
for all the merits of Drucker's thesis, the 
prospec for palm oil and rubber look 
good. For the first time in years, de- 
mand for natural rubber has outstripped 


CADCACTCDA) CEANNARA Of ema . A ANTNOCD «oo? 


supply and world consumption of edible 
oils — of which plam oil’s share is about 
16% at the moment — is expected to in- 
crease by 40% by the year 2000. 

Not everyone has failed to receive 
the message. Primary Industries Minis- 
ter Datuk Lim Keng Yaik told the 
REVIEW that the renewal of INRA had 
prompted him to encourage an increase 
in rubber production from 1.45 million 
tonnes to 1.7 million tonnes a year. The 
stability brought to the market by the 
new agreement, he said, would help 
mitigate the effects of competition from 
synthetic rubber. Meanwhile, there was 
scope for Malaysia to improve the 
productivity of smallholders who ac- 
count for more than 50% of output. 

Lim also pointed out that with the 
liberalisation of  foreign-investment 
guidelines last year, foreign companies 
involved in downstream processing and 
consumption of rubber and palm oil 
would now be allowed to invest directly 
in plantations. He affirmed for the 
REVIEW that these foreign companies 
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would be permitted to own the land and 
to bring in their own managers. 

It would be unrealistic to think that 
the return of the orang puteh would re- 
verse the trend of Malaysia’s decline. 
Similarly, it would be wrong to blame 
the backwardness of the smallholders 
for the failure of the industry to imple- 
ment many of the innovations made 
available to it by researchers. Accord- 
ing to the RRIM, smallholders are de- 
manding the latest clones as quickly as 
the RRIM can produce them. 

What seems to be needed is the swift 
application of Malaysia’s formidable 
capabilties in research, coupled with an 
integrated approach to planting, using 
intercropping with other commodities, 
such as cocoa or rattan, or the rearing of 
livestock. For one thing is certain: un- 
less Malaysia is prepared to squeeze out 
every available drop of revenue from its 
arable soil — by any means it can — it 
will miss out on the very considerable 
rewards that the palm-oil and rubber 
markets will bring the most efficient 
producer in the years to come. oO 


The search for 
a better yield 


W hen ‘Madman’ Henry Ridley died 
in 1956 at the age of 101, he left be- 
hind 1.5 million ha of rubber trees in the 


Malay peninsula as his monument. His | — 


colonial colleagues had called him crazy 
in the 1890s because of his enthusiasm 
for planting an obscure species of tree 
from the Amazon. But Ridley's sup- 
posed eccentricity paved the way for the 
creation of an industry which was 
to become the basis of Malaysia's 
wealth. | 

The story of the introduction of rub- 
ber to Southeast Asia is well known but. 
with frequent repetition it has been 
romanticised out of all recognition. For 
instance, Henry Wickham did not 
smuggle purloined seeding 
under the noses of the Brazilian 
authorities — ‘nor is it true that 
only 21 survived 


Singapore. But it is 
true that the survival 
of rubber in South- 
east Asia did indeed 
hang in the balance 
for some years. 

According to the 
most recent accounts, 
Wickham bought 
70,000 seeds quite 
openly from the Bra- 
zilians and sent them 
off in 1876 on a char- 
tered steamer to Kew . 
Gardens in London. 
At Kew, about 2,700 
seeds 
from which 1,900 were 
selected for shipment 
to Ceylon — now Sri Lanka — and 50 
for shipment to Singapore. The Sin- 
gaporean plants all died and were re- 
placed a year later by 22 plants from 
Ceylon. All of these survived. Half were 
planted at the Botanic Gardens there and 
nine were planted in the garden of the Bri- 
tish Resident in Kuala Kangsar, in Perak. 

With hindsight, one might have 
thought that these trees would have 
been nurtured as carefully as prema- 
turely born babies and used to provide 
planting material over a wide area. But 
by the time Ridley arrived in Singapore 
to take up his position as director of the 
Botanic Gardens 10 years later, he 
found only nine trees left from the 1877 
seedlings and about 1,000 younger sapl- 
ings in danger of being choked by 
undergrowth. 

Some attempt to propagate rubber 
on the peninsula had been made but it 
took Ridley’s frenzied efforts to force 
estate managers to plant an additional 
8,000 trees before rubber could be culti- 
vated on a commercial scale. To achieve 
this, according to Barlow’s The Natural 
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| additional seed imported from Ceylon. 
]t seems clear, therefore, that the 523 
million trees that were growing in the 
peninsula when Ridley died were de- 
scended from a much bigger parent 
stock than the 21 — or even 22 — seedl- 
ings commonly supposed. 


|  Ridley's death it was clear that the rub- 
| ber trees in Malaysia were becoming 
ee ously inbred. Selective breeding 

the hevea brasiliensis tree had pro- 
duced clones which raised yields from 


| of 
| about 500 kg/ha of dry rubber a year tc 
1,500 kg/ha by 1975. However, the rate 
| of return was beginning to fall with each 
| major effort to develop new, higher- 
. yielding clones. 

Despite intensive research in Malay- 
sia, the mean yield over the first 10 years 
of commercial tapping of Class I recom- 
- mended clones grew by only 13% in the 
decade up to 1965, 9% in the decade tc 
_ 1975 and 5% in the decade to 1985. If 
| this trend continues, planters are facec 
| with the prospect of only a 2-3% in- 

crease in yield in the decade to 1995. 
- With a 3.85 M cents tax levied on each 
. kilogramme of exported rubber to fi- 
| nance research, the planters are clearly 
| mot getting a very good return on their 
| money. 
| | HK was against this background that 
| the International Rubber Research anc 

Erro Board (IRRDB, a group- 
. ing of the research bodies of Malaysia. 
. Indonesia, Thailand, Vietnam, China. 
| Sri Lanka, Ivory Coast, Nigeria, Brazil 
and France) persuaded the Brazilians in 
| 1981 to allow it to collect more rubber 
— germplasm (cells) from the Amazonian 
| rain forest. It seems that Wickham. 
though thorough in his sezrch for the 
| best rubber trees, had been looking ir 

the wrong place — mgher eim 
trees had subsequently been fou 
in a different section of the jungle 
= A joint expedition 

mounted that year col- 

i lected about 10,000 rubber 

seeds. It also took bud- 
wood from 134 trees that 
were considered so prom- 
ising that they were 
immediately grafted on 

.to prepared root stocks 

| in Manaus. Half of the 

= collected material was 
given to Brazil and half 
retained by the IRRDB 

members. Of that, 70% 

| went to the Rubber Re- 

. search Institute of Malay- 
^ sia (RRIM) for propaga- 
tion and evaluation and 
the rest went to its coun- 

Sipari in the Ivory Coast. 

All IRRDB members 

. have access to emnes 
| material and researc 
| stemming from the Brazi- 
lian germplasm. 

Although the Brazilian 
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Rubber seedlings: grafting research. "a S5awaro 
rubber tree saplings are only just com- 
ing into the test-tapping stage this year, 
researchers at the RRIM in Kuala Lum- 
pur believe they have identified 40 po- 
tentially high-yielding clones. But what 
has really excited them is the discovery 
of five different genetic dwarfs and one 
possible semi-dwarf. 


Fo decades, planters have been bop- 
ing for a tree which would waste less 
energy growing upward, and instead 
grow wider. In addition to the wasted 
photosynthesis, the taller the rubber 
tree, the greater its susceptibility to 
wind damage. A short and stubby tree 
would reduce the incidence of such 
damage and grow more bark for the 
production of latex. 

The full extent of the dwarfism in 
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defects in later life. Well known Class II clones are 
the RRIM 623, 901 and 905 and the PB 235 and 260. Maxi- 


ver 
— Nick 
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some of the saplings will become appa- 
rent as the trees mature but attempts are 


* | already being made to stimulate some of 


them into flowering early so that semi- 
dwarf crosses can be evaluated as 
quickly as possible. 

So far, no one at the RRIM has been 
willing to predict the sort of yield in- 
creases which might be achieved from 
the programme. Even if the 40 promis- 
ing clones turn out to be commercially 
viable, it will take at least another 20 
years before Malaysia can expect to see 
them in any pet Therefore, any in- 
crease in yield in the intervening period 
will have to be derived from clones de- 
veloped from the original Ridley-era 
germplasm, coupled with new tech- 
niques aimed at earlier maturing 
and better latex flow. 

At the moment, a yield of about 
1,550 kg/ha a year is the average for rub- 
ber plantations in Malaysia, but some 
are believed to be achieving about 2,000 
kg/ha. Dr E. Pushparajah, an assistant 
director at RRIM, believes the theoreti- 
cal commercial limit is about 2,500- 
2,600 kg using tried and tested planting 
material. On the other hand, Ken Wal- 
lace, who was until teoa the man- 
ager at Harrisons Malaysian Plantations 
Bhd (HMPB) research plantation at 
Prang Besar, says the latest clones have 
the potential for 3,044 kg. 

These clones have not been planted 
on a wide scale simply because the 
trees take a long time to grow and their 
average economic lifespan of 26-27 
years does not allow for any second 
thoughts. 

A plantation manager must be cer- 
tain that a clone will continue to pro- 
duce rubber throughout its 25-27-year 
economic lifespan before he plants them. 
That is why clones have beén classified 
according to the length of their evalua- 
tion in the field and their suitability. 

It will be another five or six years be- 
fore the RRIM’s latest 900 
series of clones is up- 
graded to Class I, enabling 
plantations to use it on an 
extensive scale. According 
to Pushparajah, planta- 
tions using the 900 series 
and Frang Besar’s 200 
series clones will be able to 
achieve average yields of 
2,000 kg without any dif- 
ficulty However, the 
RRIM is loathe to recom- 
mend the 900 series clones 
before it has been properly 
evaluated. In 1967, two 
600 series clones were 
withcrawn from Class I 
when they were found to 
be too susceptible to wind 


damage. 

While plantations wait 
for the latest clones there 
are a number of innova- 
tions in cultivation and 


tapping techniques which 
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could have significant effect on yield. 
Foremost among these are the use of 
"young budding" to bring the tree to 
maturity earlier, and "controlled up- 
ward tapping" or CUT, which can in- 
crease the commercial life of each tree 
to 35 years. It is a source of frustration 
to the RRIM that it has been recom- 
mending CUT since the 1970s and the 
method is now being used in Liberian 
pees, though the Malaysians 

ave only just started to use it them- 
selves, 

Young budding, a technique which 
was made available to the industry to- 
wards the end of 1985, involves grafting 
budwood on to a very young seedling 
stock. It reduces the maturing time for 
rubber trees from about six years to 
around four-and-a-half. It has been 
more readily adopted by the industry 
and its success rate in commercial appli- 
cations has been found to be 98%. 
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Eae Just after World War 
ar II, during the dying 
+ Aveo | days of Dutch colon- 
TM ial rule, pollen from a 
pisifera palm was 
S ae | smuggled out of Su- 
Yee eee © | Matra to a Malayan 
D plantation in the guise 
of face-powder. When this strain was 
crossed with the local dura palm, the 
high-yielding tenera palm was created, 
laying the foundations of the palm-oil 
industry of today. 
Malaysia has not looked back since. 
In 1951, it produced 50,000 tonnes of 
crude palm oil to Indonesia's 250,000. 
Last year it produced 4.5 million tonnes 
— about three tonnes for every one in 
Indonesia. 
Malaysia's success, however, gives 
little cause for complacency. Indone- 














po urtermore, because the seedlings 
are so much smaller at the trans- 
planting stage, the RRIM reckons the 
cost of planting in the field can be cut by 
40-50% when young budding is used. 

At Prang Besar, HMPB researchers 
are experimenting with growth retar- 
dants on seedlings in order to extend the 
nursery stage of cultivation. HMPB 
hopes that by keeping them in the nur- 
sery for 20 months instead of the usual 
six, the saplings will benefit from the 
better growing environment and start 
maturing after four years. 

Higher yield, however, is only half of 
the battle that Malaysia will have to win 
if it is to stay ahead of its competitors. 
The other great goal must be to reduce 
the labour costs involved in tapping 
rubber, which are considerably higher 
than those incurred in cultivating palm 
oil. 

The RRIM has already devised a 
ilot mechanised system for collecting 
atex once it has been tapped. This uses 

a network of piping which collects the 
dripping latex, to which is added a 
chemical that prevents coagulation. It is 
also considering a laser system that 
would fire automatically at the trees to 
perform the actual tapping. A battery- 
powered mechanised tapping tool has 
already been developed in conjunction 
with NGK of Japan, though its relative- 
ly high cost of M$250 has so far pre- 
vented widespread use. While there is a 
pool of highly skilled labour to draw on, 
estates prefer to use ordinary tapping 
tools which cost M$9 each. However, 
managers admit that the pool of labour 
is shrinking rapidly. 

Meanwhile, research has centred on 
the lengthening of the tapping intervals. 
Until a decade ago, trees had to be tap- 
ped every two days. This has since been 
extended to every three days and re- 
searchers believe that by using stimul- 
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sian labour costs are about half of those 
in Malaysia. Indonesia has also em- 
barked on a massive planting program- 
me and aims to have 2 million ha under 
oil palm by 1995. This compares with 
the 1.5 million ha Malaysia has 
planted. 

Some planters, such as United Plant- 
ations’ (UP) senior executive director, 
Datuk Boerge Bek-Nielsen, believe In- 
donesia will never catch up. He esti- 
mates that Indonesia will need to spend 
at least US$5 billion on expanding infra- 
structural facilities just to cope with the 
planned rise in production. Meanwhile, 
Malaysia's own output could rise to 10 
million tonnes a year, and its infrastruc- 






















ants and anti-coagulants four-day | ture is already in place. 
intervals could be a possibility. However, for Malaysia to achieve 
— Nick Seaward | that level of production, yields will have 
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REVIEWDIAGRAM by Andy Tang 


Ambitious targets for 
market supremacy 


to increase dramatically to about six | - 
tonnes per ha because the existing | - 


planted area of some 1.5 million ha is 


unlikely to be expanded at anything like | 


the 50% rate witnessed over the 


seven years. Palm oil has lost much of its j J 
“golden crop" status of late and, with 
high prices for rubber forecast over the 


next three to five years, less rubber 


hectarage is likely to switch to oil — 


palm. 


target. The national average yield at the 
moment, according to the Palm Oil Re- 
search Institute of Malaysia (Porim), is 
3.7 tonnes per ha. The maximum yield 
thought possible on existing strains of 
palm is about 6-7 tonnes, while the 
theoretical maximum vield in terms of 
photosynthesis and soil nutrients is con- 
sidered to be eight tonnes on inland soils 
and 10 tonnes on coastal clays. 

Clearly, the plantation industry is ex- 
pecting a spectacular leap in yields, 
comparable to that achieved in 1982 
after the introduction of the weevil, 
elaeidobius kamerunicus, to aid pollina- 
tion. 

The industry's great hope for the fu- 
ture is tissue culture, which is thought to 
have the potential to increase yields by 
20-25%. Tissue culture is a method of 
cloning — or reproducing exactly — 
high-yielding palms. Unlike rubber 
trees, which conveniently produce buds 
which can be grafted onto host 
rootstock to reproduce the desired 
characteristics indefinitely, the only 
way of selectively breeding palms, 
until tissue culture came along, was 
to pollinate one high-yielder with 
another. 

Several tissue. culture laboratories 
have now been set up by Porim and the 
big plantations in Malaysia (and two 
are Delieved to be functioning in In- 
donesia). Operating in a hi-tech, sterile 
environment, laboratory assistants re- 
move tiny pieces of material from the 
heart or the root tips of a desired palm 
and place them into a culture medium. 
With careful encouragement, the cells 
rearrange themselves into embryoids, 


which then produce shoots and 
roots. 
The world’s first cloned oil palm was 


planted in 1977 by Unipamol, a joint 
venture between Unilever of Britain, 
which had pioneered the technique, and 
Harrisons Malaysia Plantations. cay 
scale trials began in 1983 and the first 
palms started flowering towards the end 
of 1985. The French, meanwhile, had 
embarked on a similar research pro- 
gramme through the quasi-governmen- 
tal Institut Reserche pour les Huiles et 
Oleagineaux (IRHO). 

Recently, however, the research 
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controller at United Plantations (UP), 
Tan Yap Pau, announced that UP had 
been having problems with mutant frust 


on cloned palms that he had planted | 


as an experiment. Now, suddenly, 


everyone else has started owning | 
up to having had similar types of pro- | 


blems, and Unipamol’s R. H. V. Corley 
has written a paper which brings the 
difficulties well and truly into the 
open. 








Corley revealed that 25% of Uni- | 


pamol’s 1982 planting and 90% of its 
1983 planting had produced mutant 


fruit. But he said he thought the | 


physiological changes had been pro- 
duced by hormones in the growth 
medium — not genetic mutation. At an 
international oil palm conference in 
Kuala Lumpur this year, an IRHO team 
led by Yves Duval tentatively agreed 
that the use of fast growing cultures was 
indeed responsible. 

But the trouble is that nobody is ab- 
solutely sure of the exact cause of the 
problem and until they are, tissue-cub 
tured clones will not be planted on a 
commercial scale in Malaysia. About 
300-400 ha have already been planted 
with tissue-cultured clones and, accord- 
ing to Corley, at least half that area is 
flowering and fruiting perfectly well 
Clearly, however. it will be at least five 
years, and possibly 10, says Corley, be- 
fore large numbers of tissue-culture 
palms are introduced. Researchers will 
therefore have to fall back on tradi- 
tional methods of crossing palms to 
achieve higher yields. 

Even in this area, Malaysia still has 
much to do tc boost yields. Oil palm re- 
search is about 50 years behind rubber 
research in devising the best palms for 
specific soil types, though Porim is 
doing its best to catch up. The director- 


Mantled (deformed) oil-palm fruit; tissue culture in a UP laboratory; Bek-Nielsen sorting fruit. 
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general of Porim, Prof. Augustine Ong 
told the REVIEW that palm germplasm 
(cells) had been collected from Nigeria, 
the Cameroons and South America in 
collaboration with the UN Food and 
Agriculture Organisation and Uni- 
lever. 

One particularly promising type of 
palm, which could raise yields signifi- 
cantly, had emerged out of the Nigerian 
material, said Ong. Some new high- 
yielding strains at Porim had also shown 
signs of dwarfism. Dwarfism in oil 
palms would be a significant break- 
through because it is the height of the 
plam that normally determines its 
economic lifespan. After about 25 
years or so, an oil palm is normally 
too high to be harvested from greund 
level. 


E another direction, Malaysian re- 
searchers are considering whether 
they should be developing specific 
palms to produce specific oils. One 
paper delivered at the recent confer- 
ence in Kuala Lumpur suggested de- 
veloping a more freely flowing oil — 
that is, one with more olein and less 
stearin, instead of the roughly 50:50 
proportions at the moment. 

An oil with a higher olein content 
would reduce the level of saturated fats 
in palm oil from about 50% to 40%. 
It would alsc help palm oil grab a 
larger share cf the liquid cooking oil 
market. 

The saturated fat content of palm oil 
is currently the subject of a fierce ex- 
change between Malaysia and the Ame- 
rican Soyabean Association (ASA), 
which is attempting to persuade Con- 
gress to have food products containing 
palm oil labelled with a health warning, 
on the grounds that saturated fatty 
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acids contribute to a high blood choles- 
terol level. This, it is claimed, is a 
major factor behind coronary heart 
disease. 

The Malaysian palm-oil producers, 
incensed by what they see as a blatant 
attempt by the ASA to set up a non- 
tariff barrier, have unleashed their own 
expensive lobbying campaign which 
claims that palm oil is anti-thrombotic 
and may inhibit the growth of cancers. 
Porim is currently funding three US re- 
search teams to look into the properties 
of palm oil. 

Just as important in the long run as 
the improvement cf yield is the reduc- 
tion of costs. Malaysia's average cost of 
production a tonne is about M$550, ac- 
cording to Primary Industries Minister 
Datuk Ling Keng Yaik. The most effi- 
cient plantation companies, such as UP, 
have reduced this to M$350 a tonne but 
that is still M$100 higher than the aver- 
age cost of production in Indonesia, 
with its low labour costs. If Malaysia is 
ever to offset the high cost of its labour 
it must further mechanise harvest- 
ing and must squeeze every avail- 
able bit of value out of each fresh 
fruit bunch. 

UP has probably gone furthest down 
the road to mecharisation, but as Bek- 
Nielsen bluntly points out: “No 
machine will ever be more efficient than 
the hungry belly” — and Malaysia has 
few of those. e company has, how- 
ever, found ingenious ways of saving 
money: in particular, the processing of 
milling effluent to extract fodder or fer- 
tiliser worth about M$56 a tonne. 
Bek-Nielsen plans to import maize 
to mix with the effluent extract and 

am kernel cake and raise cattle 
imported from Australia. 
— Nick Seaward 
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oil-palm plants: integrated operati 


Integrated planning and 
the livestock option 


=“ * 


BEES After spending years 
a ae | trying to develop 
“Se SI ways to squeeze every 
| last drop of latex or 
PES C palm oil out of the 
gs e soil, Malaysian re- 
ME ESSE searchers are now 
Ee cem a looking at an integrat- 
ed approach to plantation management. 
Sheep or cattle rearing may be nothing 
new in the Malaysian context, but when 
mixed with oil-palm or rubber-tree cul- 
tivation, it offers a novel way to increase 
revenue, while cushioning plantation 
firms when commodity prices are low. 
The company which seems to have 
taken the concept of integrated live- 
stock and plantation operations the 
most sedge is Kumpulan Guthrie. 
Drawing on the pioneering work done 
by the Rubber Research Institute of 
Malaysia (RRIM) in the 1970s, Guthrie 
established two farms, each with 1,000 
breeding ewes, between 1984 and 1985. 
According to the manager of livestock 
development at Guthrie Research 
Chemara, Wan Mohamed, initial re- 
sults of the trials have been encouraging 
— especially in rubber plantations. 
Originally promoted as a cheaper 
way of weeding areas planted with im- 
mature trees and palms, Guthrie's re- 
searchers have found that at current 
prices, sheep rearing on rubber plant- 
ations could increase the net income for 
each planted hectare by 12-15% over a 
typical 25-year lifespan for the trees. 
The potential for oil palms is slightly 
less, as their large fronds block more 
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sunlight and prevent the leguminous 
groundcover plants from growing as 
much as they do under rubber, thereby 
reducing the grazing. 

The 12-15% figure only reflects the 
anticipated value of the sheep-meat 
production from 3.5 years of grazing on 
the undergrowth of immature rubber 
trees. It does not include estimated sav- 
ings of up to 50% on weeding costs of 
immature areas compared to traditional 
methods, nor does it assume any pro- 
ceeds from the sale of manure, wool or 
breeding stock. Nor does it include the 
potential use of the 5% of the flock that 
dies from natural causes each year as 
food for crocodile rearing — a use Gu- 
thrie is seriously considering. 

Going by the Guthrie figures, sheep- 
rearing could cut the average plant- 
ation-rubber breakeven price from 
M$1.90/kg to M$1.80/kg. As for the 
smallholder, it could provide some vita! 
income during the immature stage of 
the rubber trees’ growth and help re- 
duce interest charges on loans taken out 
to help the smallholder over the lean 
period. 

Once a rubber tree matures after five 
years of growth, the amount of sunlight 
reaching the ground is so restricted that 
an average of only 1.5 sheep/ha can be 
supported by the undergrowth, com- 
pared with 8.1 when the trees are two to 
three years old. For oil palm, the figure 
is even less at 1/ha, vs with 8.3. 

Grazing can only begin some 18 
months after seedlings are planted, to 
prevent damage to the young shoots by 
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| thelivestock. However, with an average 


of 595 of mature rubber hectarage now 
being replanted annually by plantations 
in Malaysia, Wan Mohamed believes 
sufficient grazing could be provided for 


. the livestock without having to set aside 


land for permanent grazing. 

If the replanting is planned carefully, 
there should be sufficient undergrowth 
in 2,828 ha ^ mover (ae. optimum 
grazin e for sheep under trees is 
about kn from the farm), to support a 
sheep farm of 1,500 ewes without hav- 
ing to transport them to new grazing 
areas. In addition, Wan Mohamed has 
found that even in a well-managed 
plantation company such as Guthrie, 
about 1.2596 of its total hectarage is 
lying idle for various reasons. About 
half of that (some 525 ha) is suitable for 





Energy to grow 


P issident Suharto's Independence 
Day speech on 15 August brought 
with it news that GDP growth in fiscal 
1986-87 (ended 31 March) reached 
3.2% against 1.9% the the year before. 
This was much higher than expected, 
and government sources attribute the 
health wth rate to a better-than-ex- 
pected showing in the non-oil sector. In 
addition, it seems that the collapse in 
world oil prices from US$25 a barrel to 
as low as US$10 last year does not ap- 
pear to have affected growth as much as 
was first feared — both because oil sales 
were up in volume terms. and non- 
energy earnings rose sharply. 

Official data show government rc- 
ceipts from the non-energv sector rose 


20.9% to Rps 9.8 billion (USS5.9 mil- 


lion). Independent analysts, however, 
note that much of the GDP growth 
can be accounted for by the fact 
that Indonesia sold greater amounts of 
oil on the world market last year. 

Meanwhile, the US Embassy's au- 
thoritative annual report on the 
oil sector predicts that with oil 
prices 40% higher this year, 1987 
should see a recovery of the coun- 
try's vital oil and natural-gas in- 
dustry. Significantly, despite the 
new stress on development of the 
non-oil sector, the contribution of 
hydrocarbon revenues to export 
earnings and internal revenues 
should be slightly up this year. But 
this will depend largely on Opec’s 
ability to limit production by non- 
Opec members. 

While some macro-indicators 
appear to justify optimism, 
monetary fluctuations continue to 
urge caution. Firm measures in- 
troduced by Bank Indonesia (BI, 
the central bank) in late June 
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permanent pasture, which can be suc- 
cessfully fertilised with the effluent 
from rubber or palm-oil processing. 
This cultivated pasture would be ideal 
for fattening cattle or store lambs. 


Research has shown that Malaysia's 


entire demand for sheep meat could, in 


theory, be met by the grazing available 
in the 3.5 million ha of rubber and oil- 
alm land now under cultivation. Ma- 
aysia produces only 15% of its sheep- 
meat and 55% of its beef requirements, 
with demand expected to double to 
some 12,500 tonnes and 50,000 tonnes, 
respectively, by the year 2000. 
an Mohamed's figures indicate 
that 3.6 million head of sheep (equiva- 
lent to 90,000 tonnes of meat) could in 
theory be raised on sey rubber hec- 
tarage :n Peninsular Malaysia alone. 


and into July may have suppressed the 
rash of currency speculation which 
threatemed foreign reserves in the 
preceding weeks, but they have had 
an unsettling effect on interest 
rates. 

The moves essentially tightenec the 
money supply and squeezed liquidity. 
BI governor Arifin Siregar first raised 
interest rates charged by the bank, then 
withdrew BI funds from state-owned 
banks. But as dollar-buying continued 
into July, BI was forced to take further 
steps tc control money-market instru- 
ments. 

While BI's measures suggested a 
brake on growth and investment, most 
medium to large-scale borrowers were 
not affected by the movements: they 
normally obtain capital direct from BI 
at foreign rates plus 9%. In fact, 
foreignainvestment commitments to in- 
donesia for the first half of 1987, at 
US$623.6 million, were more than 
quadruple the year-earlier figures. In 


INTEREST 
RATES, 1987 


(All rates mid-month) 





Oil- plantations could support 2.4 
million head more, equivalent to 61,000 
tonnes of meat. Alternatively, 1.1 mil- 
lion head of cattle could be raised. Even 
on Wan Mohamed’s own admission that 
only some 30-50% of that theoretical 
maximum is likely to be achieved, there 
is considerable potential for the export 
of livestock and meat. 

For the RRIM, however, the main 
aim of sheep-rearing is to provide cheap 
weeding. The RRIM’s own flocks at its 
research stations at Sungei Buloh and 
Kota Tinggi have produced savings on 
normal weeding practices of up to 26% 
This is lower than the results achieved 
by Guthrie but the RRIM figure takes 
into account weeding during the mature 
phase, which occurs less frequently. 

— Nick 





ECONOMIC MONITOR INDONESIA 


July and August, the Investment Coor- 
dinating Board approved 13 new pro- 
jects worth US$116 million. 

While the activities of speculators 
and the outflow of capita! they induced 
seem to have subs:ded, one suggested 
spur for their actions — uncertainty 
over the government's commitment to 
deregulation of the economy — remains 
a thorny issue. In mid-June, Jakarta in- 
troduced measures to simplify produc- 
tion permits and licemsing, and eli- 


minated restrictions governing the 
allocation of  textile-manufacturing 
quotas. 


But the feeling among some bankers 
and economists is that the government 
should not delay further deregulatory 
measures until after the new cabinet is 
formed in April after the scheduled 
presidential election. Despite govern- 
ment foot-dragging over this issue, 
there are suggestions that a new pack- 
age of measures may be introduced in 
November, which would fit the usual 
pattern of six-montaly announcements. 

Inflation during the first eight 
months of 1987 stood at 4% and, bar- 
ring any dramatic price increases 
during the next four months, 
analysts estimate an annual full- 
year rate of §%, down one point 
from last year. But domestic 
prices could well be threatened by 
the prolonged drought. 

The government admits the 
drought has affected 210,000 ha of 
rice fields, with almost 60,000 ha 
suffering harvest losses of 80- 
100%. Already, 750,000 tonnes of 
maize is to be imported over the 
next six months to replace crops 
lost to the drought. While the 
problem is not yet serious, con- 
tinued failure of the rains will hurt 
rural earnings, push up inflation 
and cut into economic growth. 

— Michael Vatikiotis 
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: IN THE NEW AGE OF WORLD-WIDE COMMUNICATIONS 
ONE VOICE NOW SPEAKS LOUDER. 
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To reach the top 2% of Asia's 
decisicn makers requires either an 
enormous amount of energy and 
expense, or some simple calculations. 

Once you've done your sums, you'll 
see thet advertising in the Review 
reaches a greater concentration of 
Asia's most important people than any 
other publication. And it does i: more 
cost effectively. 

As en advertiser of a quality 
product cr service, you are of course 
aiming high. The overwhelming 
majority of The Review's readers 
come from the very top rung of 
Asia's socio-economic ladder. The 
same people who run the companies 
and even the countries of Asia. 
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The Review effortlessly delivers this 
elite group to you, every week, lifting 
your product to places that would 
otherwise be more difficult to reach. 

When you advertise in The Review, 
you're giving full throttle to your 
advertising dollar. 
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During the past year, 45 leading airlines and 
Aero Industry Advertisers invested in 460 pages 
of advertisinc with The Review. 
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Some people say i's the 
business facilities others 
say it 5 the 23 acies ol 
gardens bul most of the 
cient tell us il s he fine 
food and me friendly stet 
that keep them coming back 
again and again 
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At good hotels, guests come and go 
At great hotels. guests come and go and then return again and again. 
At Inter-Continental Hotels, three out of four guests are so impressed with 
the luxury cf our service, dining facilities and exquisite rooms tha: they return again and again. 


So come to Inter-Continental 


For unsurpassed staff, for unforgettable meetings, for marvelous locations, 
for beautiful restaurants, for an incredible vacation, “or real relaxation 


and a genuine welcome . 


Inter-Continental, again and again 


For reservations. please call ary one of our 100 hotels worldwide or see your Travel Agent. 


MANILA 

Above all our many tne 
assets, Ihe warmth 
efficiency of our stet! 
creaies Mal specia Nome 
Away From Home 
ambience which inspires Qui 
quests to return again and 
again 

Eric Pruater 

Genera! Manager 

Manila Inter-Contirenta! 
Mania 


SINGAPORE 

The Pavilion inter- 

Wontinental s fine reputation 
is a result of the tnendly 
courteous and efficient 
service provided by our 
employees, it is for this 
raason that 70% of our 
guests "etur again and again 


BANGKOK 

"W^ call ourselves the 
Business Resort 

We re ngt in the centre of 
town, yel we re a low-rise 
hotel surrounded by 26 acres 
of cardens This, together 
wilh our warm traditional Thai 
hospitality, is the reason why 
our quests keep coming 
back 

Daniel Desbailiets 

General Manager 

Sia n Inte:-Continental 
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SYDNEY 

The ^istonc architecture of 
the restored 'reasury 
budcings combined with the 
mes’ modem facdites and 
personalised service create 
the deal bus ness address 
in Sydney 

Stefan Bokaemper 

General Manager 

Sydney inter- Continental 
Sydney 
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Marcos treasure hunt 


Philippine prospects of recovering cash look bleak 


By John Peterman in Manila 


qi billions of dollars frozen in 
former Philippine president Fer- 
dinand Marcos' Swiss bank accounts 
continue to tantalise the government of 
Corazon Aquino as it struggles to cope 
with foreign debts of US$27.8 billion. 
Repayments on the debt currently eat 
up about 45% of the country's US$8 bil- 
lion national budget. 

The exact amount in the frozen ac- 
counts is unknown, but it is thought that 
at the very least they must hold about 
US$2 billion. Unfortunately for the 
Aquino government, the prospects for 
recovering the cash look bleak despite 
V ecce statements by the agency 
charged with tracking down "ill-gotten 
wealth," the Presidential Commission 
on Good Government (PCGG). 

Swiss courts will almost certainly re- 
quire that Marcos be tried and con- 
victed on criminal charges before they 
will hear arguments about releasing 
money to the Philippine Government. 
But a criminal prosecution could only 
occur within Philippine jurisdiction, 
and that would involve Marcos return- 
ing home — a prospect which could un- 
nerve the administration. 

The Swiss Federal Council — Swit- 
zerland's executive arm of government 
— froze Marcos’ accounts just days 
after he fled the Philippines last year. 
But now, more circumspect forces in 
Switzerland appear to have the upper 
hand. In particular, the powerful Swiss 
Banking Commission does not want to 
set a precedent that would upset confi- 
dence in the country's strict bank-sec- 
recy laws and undermine its enormous 
base of foreign deposits. Simply hand- 





ing over the money because Marcos 
owns it will not do. 

Swiss officials admit that the coun- 
cil's decision to freeze the accounts was 
taken on “shaky ground." However, the 
banking commission has since reluc- 
tantly confirmed the freeze order and 
earlier this year Switzerland's highest 
appellate court, the Federal Court, up- 
held the ruling. 

So far Switzerland's historically strict 
bank-secrecy laws remain intact, sa 
diplomats, who stress that the PCG 
has not been given any information by 
banks it knows received Marcos money. 

The search for the Marcos millions 
looks likely to hit another snag. Sergio 
Salvioni, a Swiss lawyer engaged by the 
PCGG, says that crucial evidence link- 
ing the Swiss accounts to Marcos will in- 
volve major Japanese companies. 

Detailed records kept by one of Mar- 
cos’ personal secretaries document pay- 
ments sent to the Swiss accounts by 
three Japanese companies. Marcos re- 
portedly received the payments in ex- 
change for a decision to award these 
companies construction contracts. 

The PCGG rather abruptly dropped 
its investigation of the alleged Japanese 
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kickbacks last year while Manila was in 
the process of renegotiating its debts. 
Japan is the Philippines’ top creditor. 

The Japanese snag has no doubt 
helped delay the filing of the all-impor- 
tant Marcos criminal cases. The com- 
mission said publicly that the cases 
would be out by the end of September, 
but sources have said that it may be 
the end of the year before they are 
ready. 


In the US, where Marcos holds . 


numerous properties and bank ac- 
counts, PCGG’s “ill-gotten” wealth 
suits have also come up against prob- 
lems. A June decision rendered by the 
US Ninth Circuit Court of Appeals in a 
case brought by the PCGG upheld the 
long-standing “Act of State Doctrine” 
— a precedent barring US courts from 
prosecuting foreign heads of state. 

The PCGG has challenged the ruling 
in the US Supreme Court. Significantly, 
the US Justice Department, which can 
provide supporting “briefs” in such 
cases, has opted not to back the Philip- 
ie This legal snag is not expected to 

lock the PCGG’s efforts to recover 
property tied to Imelda Marcos, the 
former first lady. 

Behind the scenes, officials in the 
PCGG are scrambling to find some way 
to try Marcos — and to appease the 
Swiss — without allowing him back into 
the Philippines. One creative proposal 
calls for setting up a court in Hawaii, 
Marcos’ home-in-exile, either at the 
Philippine Embassy or at a hotel to 
be temporarily deemed Philippine 
sovereign territory. Such schemes have 


not been taken very seriously by US - 


Embassy officials, however. 

But there may be a speck of light at 
the end of the tunnel. Just six weeks 
ago, the US special prosecutor involved 
in the Iran-Contra scandal, won the re- 
lease of information from Swiss banks 
without a criminal indictment. US offi- 
cials are pressing the PCGG to exploit 
the same chink in the Swiss armour. f 
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An upward trend 


Gatt economists see hopeful signs of trade growth 


By Frances Williams in Geneva 


here are hopeful signs that the steep 

fall in the dollar and lower oil prices 
are beginning to have an expansionary 
effect on world output and trade after 
holding back growth over the past 13 
months, according to economists at 
Gatt. 

In its latest assessment of the state of 
world trade, Gatt says the volume of 
world trade in goods may grow by about 
3.5% in 1987, much the same as in the 
two previous years. This is a more op- 
timistic forecast than the 2.5% Gatt was 
predicting in March, reflecting a "x 
recent export performance by the U 
and some Asian and European coun- 
tries. 

Gatt says widespread expectations cf 
faster growth in the world economy in 
1986 and 1987 have not been met, partly 
because of an asymmetric response to 
the lower dollar and oil prices. Exports 
from strong-currency countries fell 
sharply, but did not improve for coun- 
tries whose currencies were cheapen- 
ing. In addition, oil producers, hit by 
the falling price of crude, reduced im- 
ports faster than oil importers expanded 
them, while sliding or low commodity 
prices left many developing countries 


short of hard currency to buy more 
foreign goods. 

However, Gatt takes heart from 
some signs of improvement, including a 


sharp rse in US exports by volume 2 


(though not in dollar terms), a marked 
shift in the partes of Japan's trade in re- 
sponse to the stronger yen, and a rise in 
the price of some key commodities. 
“The world economy could be at, or 
near, the point where the expansionary 
effects of these price changes will fimally 
begin to dominate the negative effects,” 
the report says. 

But it warns that the boost to activity 
is likely to be only modest. Third World 
debt problems, the trade and budget def- 
icits of the US, fluctuating exchange 
rates (which inhibit investment) anc the 
threat of rising protectionism will 
continue to be dampening influences, 
Gatt's economists predict. 

The report says the sluggish growth 
of trade in manufactures was especially 
disappointing last year. Manufactures 
trade, which now accounts for more 
than two-thirds of total world trade of 
US$2.1 trillion, is normally the most 
buoyant component. Last year it in- 
creased by ust 3% in volume terms, 


The China gambit 


Taiwan businessmen see new opportunities on the mainland 


By Jonathan Moore in Taipei 


radual relaxation in Taiwan’s policy 

towards mainland China, including 
the recent announcement that family 
visits will be allowed through third 
countries, have businessmen anticipat- 
ing increased tra opportunities in 
the mainland and for a similar 
loosening of the ban on direct trade with 
China 


Indirect trade, which flourishes 
through intermediaries in Hongkong, 
Singapore and Japan, will 
many believe, since Taiwan residents 
visitin China under the new policy will 
undoubtedly include traders and invest- 
ors on the lookout for new. business 


egere. 

e trade has grown rapidly this year 
already, largely because the govern- 
ment's lifting of martial law and foreign- 
exchange controls has emboldened 
traders to make deals they might have 
avoided earlier for fear of retribu- 
tion. At USS670 million for the first 
half of 1987, Taiwan's quiet com- 
merce with China was but a small 


san 


part of its US$40.9 billion total trade. 

But the ramifications of the trade for 
Taiwan’s foreign policy are important, 
as pressures brought on by growing con- 
tacts with the mainland directly 
threaten Taipei’s central “three no’s” 

— no contact, no compromise 
and mo negotiations with the com- 
munists. The government’s attitude to- 
wards indirect trade has been tempered 
lately by its own changing outlook, as 
well as by the volume of the trade, 
which hit US$955 million threugh 
Hongkong alene last year, probably 
most of :t in small transactions. 

Indirect trade is condoned mainly 
because of the difficulty involved in try- 
ing to control it, said Chao Yao-tung, 
chairman of the Council for Economic 
Planning amd Development. But the 
strict ban on direct trade remains in 


Imports from the mainland rose 98% 
in the first half from a year ago to 
US$140 million, pcconning To the Chung 


Hua Economic R Institute, a 


well below the average 4.5% notched 
up each year between 1980 and 1986. 
However, Asia, as usual, provided a 
bright spot amid :he general gloom. 
Thanks largely to more competitive cur- 
rencies, a number of Asian countries re- 
ported impressive increases in exports. 
Taiwan's exports jumped 25% in vol- 
ume terms last year, while exports from 


large, government-funded think-tank, 
and exports from Taiwan increased 
52% to US$530 million. Taiwan's main 
exports to China are textiles, clothing 
and electronic products. Mainland 
items that find their way to Taiwan in- 
clude traditional herbal medicines, tea 
and liquor. The numbers, based on 
Hongkong re-export figures, do not in- 
clude i trade that goes through 
Singapore and Japan, or smuggling of 
goods across the Taiwan Strait. 


anufacturers are hoping a tide of 

visitors will take along Taiwan con- 
sumer goods as gifts, and so further 
widen the market for low-quality man- 
ufactured items. Sampo Corp., a local 
TV maker, is marketing a cheap colour 
set just for this purpose. 

But while trade may pick up initially 
following the policy change. analysts 
warn that without faster growth in 
China's development and foreign-ex- 
change reserves, and a change in 
Taiwan's trade itself. long-term 
growth in two-way trade will be limited. 

Taiwan businessmen, meanwhile, 
are voicing frustrations that such a po- 
"ck change is not forthcoming. They 
point to latent opportunities in the 
complementary nature of China's and 
Taiwan's economies. Taiwan, they say, 
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Hongkong rose 15% and from South 
Korea by 13%. 

In contrast, the volume of Japan's 
exports fell 1.5% , though this was a re- 
markably small drop given the 22% real 
appreciation of the yen. Japanese im- 
ports, however, rose sharply by 12.6% 
(9% if gold imports are excluded). 

Asian countries have benefited from 
the very rapid expansion in demand 
for some categories of manufactur- 
ed goods, notably clothing, consumer 
goods and vehicles. Gatt points out that 
while just five exporters (Taiwan, South 
Korea, Hongkong, Brazil and Singa- 

re) account for the bulk of Third 

orld exports of manufactures, other 
developing countries are rapidly getting 
in on the act. Since the beginning of the 
decade the fastest growth in manufac- 
tured exports has been registered by In- 
donesia (35.596 a year between 1979-81 
and 1984-86). Malaysia claimed fourth 
place in the growth rankings (15.5%) 
and Thailand sixth (1496). 

This demonstrates, Gatt says, that 
even when overall world trade is in the 
doldrums, demand for some products 
will be growing rapidly. These are most 
likely to be manufactured goods. And 
they are goods at every level of sophisti- 
cation, including highly labour-inten- 
sive products like clothing where de- 
veloping countries have a comparative 
advantage. 

Even in a cold trade climate, diver- 
sifying into exports of manufactures can 
still spur economic growth, Gatt con- 
cludes. 









































is rich in human resources, capital, tech- 
nical ability and managerial know-how. 
China has natural resources that Taiwan 
lacks and is a ready market for Taiwan- 
made consumer goods. 

"I don't understand why they hesi- 
tate," said one prominent businessman, 
who admitted to trading with the main- 
land in the past through Hongkong. “It 
is very inconvenient to local traders to 
allow Hongkong and Japan to have 
these opportunities. Why not enjoy the 
opportunities ourselves? Why not trade 
directly?" 

The Taiwan Government fears that 
traders could become dependent on 
markets in China and that China might 
use such added leverage to gain political 
concessions. The main issue keeping the 
government from lifting the ban on di- 
rect trade is a fear that such a commit- 
ment to trading with the mainland 
would lead inexorably to pressure for 
official contact with China — a trade 
representative in Peking, for example. 
Any shift that could lead to such contact 
is anathema to the Kuomintang. 

Also, Taiwan is ASDA to a po- 
licy of promoting its hi-tech industry 
and is trying to away from reliance 
on downstream, labour-intensive indus- 
tries of the kind that are now finding 
markets in China. g 
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| government's land-reform program- 
me hàs been prompted not so much by 
cost or the sta:e's inability to reconcile 
conflicting interests, but more by the 
fears of many Filipinos that they are 


that is wholly inappropriate. 
- The World Bank, which has roundly. 




















bank, more than most parties, 
he damage an unsuccessful land- 
gramme would cause. It was 
financial group that sup- 
 fand-reform anë associated 














































ration in 1972. Those efforts 
(d in failure but the experience 
ted to a number of lessons which 
juld have been learned. — — 

gramme suffers from a major defect 
could have been avoided. Under 
Aquino plan, the reforms continue 
-transaction between the land- 
wner and the beneficiary rather than 
between the state and the landowner on 


poor on the other. The bank argues 
ht paternalistic feudal ties should be. 
replaced by a relationship with the 
state. 
-> It was the paternalism of the state, of 
the kind the Marcos goverrment advo- 
cated, that was responsible for the fail- 
"ure of previous land-reform efforts tc 
pass on the benefits the exercise prom- 
ased. The most visible form of the Mar- 


Jand-reform programme. Behind an ap- 
parent continuation of feudal ties, ar 
extensive paternalistic state, nurturec 
by the Marcos government, was built. 
redit and advisory services, and state 
urchasing centres, constituted the core 
this state benevolence. | 


"he present tumult over the Aquino 


—————— (RR 


ommitting their. fortunes to a formula ^ 


criticised. the programme, says’ its — 
radualist approach favours landowners | 
nd will exacerbate financing problems. _ 
| has urged the Philippine Government | 
o expropriate simultaneously private. 
d public land, to enable it to make a. 

ipt distribution to the rural land- . 


ammes initiated by the Marcos ad- | 


According to the bank, athe: latest | 


he one hand and the state and the rural 


cos style of paternalism was the.1972- 
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tant source of ‘benevolent. collectivity 
but-also an unreliable agent of wel- 
: fare. It relied on spreading favours and 
thereby sowed the seeds of division and 
discontent. 
‘State agencies from national to pro- 
| vinicial levels were unable to provide 
an efficient administrative machinery. 
They were paralysed by petty rivalries 
and acted only in the interests of a clique 
or family or campus associates. So any 
chance to pursue in earnest the goals of 
agrarian reform was lost. 
^5. The result was inefficiency on a na- 
tional scale which was as oppressive as 
the exploitation it was meant to replace. 
Loyalties among agency personnel were 


| divided. They responded more to those 
| who appointed them or to the agency 
| they represented than to any idea of 
tt | public service and responsibility. The 
social reforms and long-term - 


state agencies moral cupboard was 





bare. It had no place for propriety and 
integrity. Conventional wisdom in- 
volved tolerating or concealing the 
wrongdoings of allies. " 

The state did not chastise corrupt of- 
ficials who it thought were useful for its 
political or economic ends. Only incor- 
ruptibility was regarded as a political 
problem. 

Bureaucratic corruption and ineffi- 
ciency also meantthe extension workers 
— the fragile link between the state and 
the beneficiary — were prevented from 

- fulfilling their commitments. They 
spent more time preparing reports, at- 
tending meetings and workshops and 
collecting debts than advising ben- 
eficiaries on matters relating to pro- 
duction. Indeed, important and o:ten 
critical farming decisions were put off 

again and again. It was bureaucracy at 
its worst. | 

As a result, the rural poor who were 
supposed to benefit from the reforms 





tre in Bielefeld, 


suffered badly because of this warped 


view of accountability. The distribution 


of land titles was delayed, and credit 













ofequality. — 


disbursement was: hampered by pro- 


cedural, often politically motivated, 
considerations. The extension services 
and production inputs, which the land- 
lord used to provide in pre-land reform 
days, were not always available. Crop 
yields were affected, the confidence of 
the new landowner was undermined, 
and, worst, farmers had to live with the 
fear of eviction (estafa) if unable to 
repay loans. a 7 

For the rural poor the inequalities 
and inefficiencies which resulted from 
the state's role were proof of its bad 
faith and, more significantly, proof of 
the impossibility of ron-violent political 
change. 

In essence; the cause of the state's 
failure to carry out a land-reform pro- 
gramme was not its lack of paternalism, 
support services or expert management. 
They were all there. The failure resulted 
from the state agencies' warped sense of 
accountability. which alienated the 
beneficiaries. — E 

The paternalistic state built by Mar- 


i cos sowed the seeds of discontent in the 
i countryside and reduced the chances for _ 


social peace. Some scholars were right 
when they challenged the assumption 
that peasant unrest was directed, under 
the 
solely at the landed classes or was pro- 
voked by the unpaid appropriation of 
surplus. Agrarian unrest in 17th-century 
France and 20th-century China was pro- 
voked by state agencies and war- 
lords whose arbitrariness and greed vio- 
lated traditional subsistence guaran- 
tees. w 
With reason, some scholars, reform- 
ists and farmers are sceptical about 
the outcome of the land-reform pro- 
gramme under Aquino. They believe 
the exercise is futile if it relies on the ad- 
ministrative machinery which was set up 
during the Marcos years. They also be- 
lieve the reform programme, which re- 
presents a tremendous investment of 
the nation's wealth, is half-baked 
and could make the already-volatile 
condition in the countryside explo- 
sive. 

But Aquino's revolution against in- 
equality in the countryside needs agra- 
rian reform. The nation has much to 
gain by helping small farmers see that 


their security lies in the land. More op- 


portunities will be open to them if land 
reform is properly promoted. But what 
needs to be remembered inside and out- 
side Philippine state agencies is that 
egalitarian revolution can be short- 
lived. c pn 

Reform c 





those who made revolutior 










gus of the Communist Party, . 
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engender hunger for | 
-status and privilege especially among | 
in the name... 
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Peddling the private road 


More Chinese turn away from state suppliers for services 


By Ellen Salem in Nanjing 


hen urban Chinese want to have 

a bicycle repaired, get a haircut or 
go out for a late-night snack, the 
chances are they will go to a private 
shop or stall. The private sector, though 
only 4% of the work force, now ac- 
counts for 87% of all repair services, 
while private retailers have carved a 
niche for themselves in both town and 
city as the best source for sought-after 
consumer items, ranging from the latest 
Hongkong fashions to fresh fish. 

Since 1978. when the government 
began liberalising its economic policies, 
the private sector has grown by leaps 
and bounds; from 140,000 
households in 1978 to 12.2 mil- 
lion households employing a 
total of 18.8 million people by 
the first half of 1987. In the 
po. private business has 

e indispensable and filled 
the voids left by state planning. 
Its future growth will, how- 
ever, pose some knotty prob- 
lems for China's policymakers 
as they continue to confront 
the ideological implications of 
a mixed economy. 

At present, more than 50% 
of private businesses are en- 
gaged in trade — clothing, 
ood or sundries. Other areas 
in which the private sector has 
become involved are light 
manufacturing and restau- 
rants, both constituting 10% of 
the total, followed by trans- 

rt, services and repairs. 

ore than 75% of private busi- 
nesses are in the countryside, 
though services — apart from 
transport — are primarily 
found in urban areas. 

Most of these establish- 
ments are small, often no more 
than stalls, and in the cities and 
towns are clustered in specially 
designated market areas. On 
average, each enterprise em- 


ploys 1.5 peopl 


cials in Nanjing and Qingdao, for in- 


stance, say the average stall or shop em- | 


ploys between 3-3.5 people. But larger 
establishments with five to 10 workers, 
such as restaurants and small handicraft 
factories, are becoming commonplace. 
However, new regulations, pub- 
lished in August, on the supervision and 
administration of the private sector ap- 
me to have ignored these staff num- 
rs. According to the regulations, self- 
employed individuals or families are al- 
lowed to take on one or two helpers or. 
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Nationwide* 


e — a figure which is dis- 
torted by the inclusion of pedlars. Offi- 


three to five apprentices if the employ- 
ers are skilled workers. When asked 
how the government would deal with 
the many enterprises that now employ 
more than the quota, officials repked 
that each case would be judged by local 
circumstances. In effect, rule by excep- 
tion has become the law. 

Just as the evolution of the private 
sector has given rise to variations in the 
size of establishments, income dis- 
parities have become substantial as 
well. At the national level, officials esti- 
mate :hat the average income per 
household — based on average sales of 


(Percentages employed by sector 
at end June 1987) 
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month. pga arin, ba sales aside, 
part of the reason for these discrepen- 
cies between local and national figures 
lies in the wage gap between employer 
and staff. A sofa manufacturer in 
Shanghai, for instance, nets about Rmb 
2,000 a month, while his eight employ- 
ees receive a salary of Rmb 200 acl 

At present, these disparities are offi- 
cially justified because of the risk, long 
hours and lack of welfare benefits that 
are the lot of the private businessman. 
But it does little to mollify the worker 
for whom the iron rice bowl is still an 
ideal. Some employers, however, fol- 
low the lead of state-run enterprises by 
providing a range cf benefits. At his 
Shanghai sofa factory, Yu Chan 
Hong's eight emplovees receive healt 
benefits, free work clothes, an enter- 
tainment allowance and a bonus. Others, 
however, provide a bare minimum, 
sucli as free food and work clothes. 

While benefits are still largely at the 
discretion of the employer, 
taxation is often based on esti- 
mates by local officials. In 
theory, tax is assessed as a 3- 
5% levy on sales plus a graduat- 
ed tax, ranging from 7% for a 

ross income of under Rmb 

000 a month to 60% on a 
gross of Rmb 30,000 a month 
and above. If the monthly gross 
is over Rmb 50,000 an addi- 
tional tax of 10-40% is levied. 

In practice, however, the 
system is often extremely sim- 
ple. Many smaller private busi- 
nesses do not keep accounts. 
For example, of 1,000 house- 
holds surveyed in Changchun 
City in Jilin province, 61% 
kept no books, 24% had re- 
cords only of current accounts 
and a mere 15% had a full set 
of books. As a result, officials 
base their tax assessment on an 
estimate of sales. 

Should the government be 
able to orchestrate the deve- 
lopment of the private sector, 
most growth will occur in the 
countryside where peasants 
are being encouraged to leave 
farms, and in the service sec- 
tor. Particularly in the retail 
sector, competition for limited 
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Rmb 8-9,000 a month (US$2,149- 
2,418) reported by regional private 
business »ureaus — is about Rmb 1,000. 
But the official figures — which are the 
basis of tax levies — are considered too 
low by most officials, since samplings in- 
dicate that average sales run at Rmb 
15-20,000 a month. 


A the 'ocal level, officials say that the 
range for the bulk of private enter- 
prises — most of which are stalls or ped- 
lars’ wagons — is about Rmb 200-300 a 
month, while the norm for successful, 
larger businesses is about Rmb 3,000 a 


als and transport could inhibit growth. 

But as growth occurs, officials say, 
new areas of endeavour will open up. 
The private business of the future could 
well be an accountancy firm or a com- 
puter service company. In addition, 
changes are anticipated in the owner- 
ship structure of private businesses. As 
businesses expand, it is assumed, they 
will either merge or buy out their com- 
petitors who will become shareholders 
in the expanded erterprise. But until 
adequate legal safeguards exist, the 
trend-setters will lead an insecure 
existence. 
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Serving the 
people 


Private restaurants fill 
agap in the market 


Frm its precarious beginnings as a 
truck stop on the outskirts of Shang- 
hai in 1983, Ah Shan’s restaurant has 
become a favourite haunt of the city’s 
entertainment world. Although Ah 
Shan’s customers are hardly typical of 
those who frequent privately owned res- 
taurants — most professionals are loath 
to eat at such places because of poor 
hygiene standards — the restaurant’s 
history is one variant of a story that is re- 
peated by the owners of private restau- 
rants throughout China. 

Like the majority of restaurant own- 
ers in China, Ah Shan owned a house on 
a major thoroughfare and liked to cook. 
When the contract-responsibility sys- 
tem was introduced in Shanghai in 1982, 
Ah Shan, then a production- -brigade 
worker, decided that the time had come 
to realise his life's ambition and open a 
restaurant. 

Confident that a lack of competition 
in the area would guarantee customers, 
he took out a one-year loan at an in- 
terest rate of 15% from a rural credit 
cooperative. 

e first years were difficult, and 
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Staff of the Hui Bin restaurant in Qingdao. 


Ah Shan and his wife often had to 
scrimp to make ends meet. The clien- 
tele was limited to truck drivers who 
rarely spent more than 5-6 chiao (13- 
16 US cents). But luck was on Ah 
Shan’s side. The restaurant is near the 
local broadcasting centre and was dis- 
covered by a group of employees from 
the TV studio. Publicity soon follow- 
ed and it was reviewed favourably in 
the local press. As a result, the restau- 
rant is now attracting parties from fac- 
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tories as well as out-of-town guests. 

Most privately owned restaurants, 
however, cater almost exclusively to 
labourers and peasants. In Nanjing, for 
example, Ho Yuan, a former food 
hawker at the railway station, decided 
in 1980 to test the waters of economic 
liberalisation by exploiting both his 
cooking skills and ownership of a house 
near the station by opening a “fast- 
food” restaurant that woul itik to 
workers from the countryside who 
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wanted a quick, cheap meal. His gamble 
succeeded, ard thanks to.a (egens 
volume, Ho was able to expand twc 
years later by purchasing the house next 
door. 

However successful these restau- 
rants become, the first year or so brings 
only marginal profits. The initial d 
outlay, commonly borrowed from fami- 
ly or friends, is minimal. Purchase of 
equipment is limited to the bare essen- 
tials and staffing — beyond family mem- 
bers — non-existent. The result is a 
menu that consists of easy-to-prepare. 
cheap dishes which have a low profit 
margin. 

or instance, when the Hui Bin Res- 
taurant at the entrance to OQingdao's 
busiest market, opened its doors fivc 

. years ago, it sold only dumplings. What- 
ever money was available was spent on 
kitchen equipment which allowed the 
restaurant to expand its menu. Now, the 
family employs five workers and nets a 
profit of Rmb 2,700 a month after pay- 
ing a tax of 1% on sales of Rmb 10,000 a 
month and a 30% tax on profits (sales 
minus expenses for staff salaries and 
raw materials) of Rmb 4,000. 




























p rofits of this magnitude are unusual. 
however, limiting the ability of 
most owners to expand. With a net of 
about Rmb 650 a month, Ah Shan and 
his wife are considered highly success- 
ful. But short of taking out another 
loan, Ah Shan's prospects for expansion 
are poor. 

Although the income cf restaurant 
owners is well above the national aver- 
age, except for cooks, salaries for res- 
taurant workers are low. At the Hui 
Bin, wages for the seven employees 
start at Rmb 120 a month, while cooks 
make about Rmb 240. A similar scale is 
operative at the Ho Yuan; workers are 
paid Rmb 100 a month and cooks at 
east twice as much. In addition to 
salaries, workers are given a mixed bag 
of benefits which do not match those 
provided by state-run enterprises. The 
five employees at the Ho Yuan are 
given free meals, clothing and bonuses, 
while at the Hui Bin, lodging is provided 
as well. 

Being outside the state sector also 
has some disadvantages for owners. 
Proprietors complain that state-owned 
restaurants are able to offer the same 
dishes for less because of lower food 
costs. In Shanghai, Ah Shan must buy 
all his food from the free market and hrs 
rice from indrvidual farmers. The result, 
he says, is both fresher food and higher 
prices. 

In Nanjing, however, competition 
from the private sector has persuaded 
state outlets to open their doors to 
ibe restaurant owners, and Ho 

uys as much as possible from them at 
wholesale prices. But because supplies 
are not guaranteed, Ho often has to 
make purchases from farmers in the 
countryside. — Ellen Salem 
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By John Mulcahy in Hongkong 


A attempt by the US attorney-gen- 
eral to pierce Hongkong’s banking 


secrecy rules in a case involving claimed 


kickbacks paid to former Philippines 


fae i Ferdinand Marcos through 


ongkong banks has prompted a series 
the terri- 
tory's legal authorities. The case. in 
which Marcos and several associates, in- 
cluding former armed forces chief Gen. 
Fabian Ver, are alleged to have re- 
ceived commissions on contracts fi- 
nanced by the US Defence Depart- 
ment, focuses attention on disparities 
between British and Hongkong law. 

Proceedings so far have been largely 
technical, and strategy has been con- 
fined to a series of orders and injunc- 
tions, but broader political and dip- 
lomatic questions are bound to be aired 
as the case unfolds. At its simpliest level, 
the defendants will argue 
that the case being tried in 
the US is political in nature, 
and under Hongkong's exist- 
ing rules of evidence, docu- 
mentation cr informa- 
tion on such matters may 
not be passed to a foreign 
power. 

The Philippine compani- 
es involved in the alleged 
payoffs claim that at the 
time of the supposed of- 
fence the US was aware of 
the "commissions" purport- 
ed to have been paid to Mar- 
cos and Ver, but neglect- 
ed to act on the information. 

Officially, the banks al- 
legedly involved in channel- 
ling the kickbacks are 
adopting a neutral stance on the case, 
but pressure on one of them, the Bri- 
tish-based Barclays, to furnish informa- 
tion is likely to lead to the involvement 
of Britain's Foreign Office. While the 
US authorities have ways of exerting 
such pressure on banks incorporated in 
that country, they would incur the con- 
cern of Britain if Barclays were made 
the target of attention in the US. 

A British statute prevents companies 
from disclosing politically sensitive in- 
formation to foreign powers, but the 
legislation has not been promulgated 
in Hongkong. Under normal cir- 
cumstances, it would be possible for 
Hongkong to assume an equivalent sta- 
tute by an order in council, but such 
short-circuiting of the full legislative 
process at a time when Hongkong 's fu- 
ture constitution under Chinese rule is 
being drafted is seen as diplomatically 
untenable. 

After an approach by his US coun- 
terpart, Hongkong Attorney-General 





Thomas: questioned. 


Want to hear a secret? 


A trail of Marcos-era payoffs runs into Hongkong's bank laws 


Michael Thomas appeared before the 
High Court Master in August, and was 
granted an order requiring five com- 
mercial banks to disclose information 
and release documents pertinent to the 
US investigation. However, a key par- 
ticipant in the US case, Raymond 
Moreno, president of Electronic Spe- 
cialists, one of three contractors in the 
US$35 million project involved in the 
payoff allegations, sought an injunction 
preventing disclosure of the informa- 
tion by the High Court Master, Patrick 
O'Donnell. 

The injunction was granted, but sub- 
sequently lifted bv arrangement be- 
tween Moreno and O'Donnell, incor- 
porating an agreement by the Master 
not to disclose information already in 
his possession. The next stage in the tus- 
sle, will be the serving of a summons 
on O'Donnell seeking to 
overturn his earlier demand 
that the banks produce the 


required documents. 
While the issue has 
dimensions taking it beyond 


the realms of a test case 
for preserving banking sec- 
recy in criminal investiga- 
tions, a successful outcome 
of the US attorney-gen- 
eral's efforts will represent 
removal of another block of 
support for blanket opacity. 
Policemen in the territory 
have long argued that the 
confidentiality of banker/ 
client relationships in 
Hongkong is an obstacle 
to combating organised 


crime. 

Bankers question the Hongkong at- 
torney-general's role in g out a 
sensitive court application on behalf of a 
distant jurisdiction, but legal sources 
say Thomas had no alternative, for dip- 
lomatic reasons, to respond to the letter 
of vns from the US attorney-gen- 
eral. Refusal to cooperate would have 
been even more difficult with an issue as 
emotionally evocative as the tracking 
down of Marcos’ excesses. Sources in 
Hongkong’s Legal Department say 
there is as yet no question of the British 
law being pleaded, though they concede 
such argument could be presented. 

A hearing based on the summons to 
O’Donnell is scheduled for late 
November, when the argument will 
centre on the classification of the US in- 
vestigation. The defence position is 
Sak to — ps the switch in 

ashington’s politica port between 
the pano of the alleged offences in 
1983 and the rise tc power of the Philip- 
pines President Cory Aquino. oO 
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(ONLY THE VERY DEDICATED 
CAN MAKE HISTORY. 


Royal Oak, ultra-thin movement, water-resistant to 50 meters. 


[n 1909, Ettore Bugatti 
built the first four-wheeled 
thoroughbred in history. 
Determined to create an 
automobile of unsurpassed 
beauty, he was prepared to 
risk everything in the pur- 
suit of this one ideal. And 
that is why each of his cars 
is a work of art that cannot 
be copied. 

In 1970, Audemars 
Piguet entrusted its master- 
watchmakers with a new 
and challenging mission. 
They were to create the 
first luxury sports watch. 

For months, designers 
and technicians combined 
craftsmanship with tech- 
nology to produce a master- 
piece that went beyond any- 


thing that had been seen 
before or since. 

A landmark in watch- 
making history. They re- 
vealed bolts and burnished 
metal to a satiny sheen, 
until the unprecedented 
and distinctive symmetry 
they were striving for be- 
came reality. 

The Royal Oak. An 
exclusive concept for an 
exceptional lifestyle. Born 
of the whole-hearted pur- 
suit of an ideal. Where cost 
plays no part. Where each 
unique piece bears a num- 
ber to tell its tale to future 
generations. Where copies 
can never equal the orig- 
inal. 

Today, the proud owner 





of a Royal Oak can easily 
identify with the spirit of 
the craftsman who risked 
all to create an ideal. A 
dream of perfection that 
became part of history. 





Bugatti type 51, 1930, 8 cylinder 2.3 L, 


187 HP. 


AP 


Audemars Piguet 


La plus prestigieuse des signatures., 


Sole Agents and Service Centre: BANGKOK: Trio Import Co., Tel. 253.03.60. HONG-KONG: Desco (HK) Ltd., Tel. 3-691 221 


JAKARTA: Pantja Niaga, Tel. 346071. KUALA LUMPUR: Silvaroyal (Pte) Ltd., Te 


221573. SEOUL: Sungsan Trading Co., 


Tel. 777-3841-3 SINGAPORE: Silvaroyal (Pte) Ltd., Tel. 33793.62. TAIPEI: Audemars Piguet Showroom, Tel. 701.96.39 
TOKYO: Desco (Japan) Ltd., Tel. 56212.71. SYDNEY: Desco (Australie) Ptv. Tel. 264-7822 
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harshness öfthe desert has 


Dürtured our concern for the 
comfort and well-being of our 
Quests. 
Today ith therapid 
developmefit-of our Vast land this 
concern is more €vident than ever. 
You lLappreciaté thextomfort and 
feeling of well-being aboard ever, 


Saudia flight. 
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COMFORT 


Souci The spirit is alive 
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In this advertisement for its own Its influence in the business community commercial, and economic climate of the 
financial services, run in its own pages, makes The Post essential ing for the world’s top growth regicn 
London's Financial Times cited the papers and financial publications pay great city m the world has its 
South China Morning Post as the one d the globe. It is invaluable as a E newspaper. In Hong Korg it's the 
newspaper of reference in the Far East. barometer by rath to gauge the political, th China Morning Pest. 
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^ For little more than the cost of a single night in a 
Beijing hotel, you can have two books vital to 
anyone doing business with China. 


The People’s Republic of 


China Year-Book 1987 

The People’s Republic of China Year- 
Book 1987 is not only fascinating reading 
for those with social and cultural interests in 
China, but an essential reference for 
people with business dealings in the 
country, 

What is it? 

This classic volume with over 750 pages 
singularly offers the most complete guide 
to every aspect of life within China 
available today. Its contents range from 
the people and culture to economics, 
finance, trade, politics, education, science 
and technology. Plus countless other 
subjects covered in precise detail. 

It is the culmination of thousands of hours 
in research invested by the New China 
News Ltd., professionals who know the 
country intimately. The result is a 
cyclopaedia of unparalleled insight and 
information. 


Who needs it? 
If you have any interests in China at all 
then you'll find the People's 
Republic of China Year-Book 
1987 to be an essential 

. companion. And, because 

it is completely indexed, it 

is a particularly helpful 
reference for students, 1 
professors and people conducting | 
business in or with the country, | 
























The People's Republic of China 
Year-Book 1987 combined with 
The Almanac of China's Foreign 
Economic Relations 1987 bring 
you all the information about 
China you'll ever need. 
Order your copies today. 









To take advantage of this opportunity and save US$34.80 simply clip and mail this coupon to: 
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A LJ. Please send ... copy(s) of The 
People's Republic of China Year- 
Book 1987 for which I enclose 
US$95/HK$740 per copy. For 
surface mail delivery add 
US$6/HKM7, for airmail delivery 
add US$22/HK$170. 


^ (Please print in block letters) 
Sendto: Name: 


Address: 
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NOW THESE TWO CLASSICS 
CAN BE YOURS AT A 
SAVING OF US$34.80 

Buy both of these informative books 
and you can save US$34.80 off their 
original combined price. Which 
means that for less than US$140 
you'll get: 

€ Thousands of pages of detailed 
data examining the changing face of 
China. 

€ Expositions, speeches and articles 
contributed by authoritarians, 
pertaining to the exciting market 
potential and business opportunities 
available in China. 

e Hundreds of photographs and 


illustrations of interest. 


e Two systematic and valuable 
references for those with business 
dealings in China. 













B C] Please send ... copy(s) of The 
Almanac of China's Foreign 
Economic Relations & Trade 
1987 for which I enclose 
US$79/HK$615 per copy. For 
surface mail delivery add 
US$6/HK$47, for airmail 
delivery add US$22/HK $170, 
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vital information to businessmen, 


(€ 


C 73] Please send.. 
























The Almanac of China's — 
Foreign Economic Relations. 
& Trade 1987 


China's trade policies with the rest of 
the world have never offered more. 
opportunities than they do today. The | 
country represents an unprecedented — 
potential ~ an expanding market : 
equivalent to one quarter of mankind. 
And yet, data on this rapidiy growing — 
economy has, until recently, been scant — 
and unreliable. 

Now, there is one book that 
encapsulates every detail relevant toa 
businessman conducting dealings with 
China - The Almanac of Chinas... 
Foreign Economic Relations & Trade 


What is it? 
The Almanac records articles and dat 
contributed by leading scholars and — 
authoritarians as well as representativ 
from China's Foreign Economic Relati 
and Trade Department. Its contents 
extensive and detailed, systematicall 
laid-out for ease of reference. It inc 


as trade policie 
a restrictions, anc 
f offers listings of potenti 
joint-venture partn 


business relations with 
China. It is also a fascinating 
record of the changing face of 
China's trade policies. Not only 
is it one of the few books that 
offers an accurate view of China's 
economy but it is also the most 

f up-to-date documentation of this data. . 


. copy(s} each of both 
The People's Republic of China 
Year-Book 1987 and The 
Almanac of China's Foreign 
Economic Relations & Trade 1987 
for which I enclose 
US$139.20/HK $1,084 per set. 
For surface mail delivery add 
US$12/HK$94, for airmail delivery 
add US$44/HK$340. 


This pre-publication 
offer expires 
November 30 198 





Copenhagen comes to Battery Road, 
Singapore in the form of a new branch of 
SPAREKASSEN SDS, the bank with the largest numbe eS 
of brar ches (ivi have over 350) in Denmark. 


/e offer you - the banking and financial 
ernity of South East Asia easy access to 
rk, the natural link between Scandinavia 
d the whole of the EEC. 


Talk to u us s about foreign exchange in 
Scandinavian currencies, money transfers, trade 
finance or Danish securities. You'll find our 
rates competitive and our service helpful. 


Call us today to find out more about your new 
European banking partner... 


--18 L-- 


SFAREKASSEN SDS 
Singapore Bronch 
6 Battery Rood, 4 29-03/04 Singapore 0104. Telephone: +65 224 2233. Telex: 43169 sdssin rs. Fax: +65 224 69 08. 


Dermark. Head Office 
| 8 Kongens Nytorv, DK-1050 Copenhagen K, Telephone: 45.5.1313 39. Telex: 15745 sdsfd dk. Fax: +45-1-11 63 72. Cables: sdssaving. SWIFT: Address: ssf dk kk. 
Jnited Kingdom. Subsidiary Bonk: 
London interstate Bank Led., 4th floor Bastion House, 140 Landor Wall, London EC2Y SDN. Telephone: +44-1-606 8899. Telex; 884 161. libldn E Fax: +44 1-600 39 67. 
Japan. Representative Office x 
Une Tower, Room 5- 6; 6th: Flocr, Uchisaiwaichot- chome- Chiyoda-ku, Tokyo 100. Telephone: -F81-3-501 8649. Telex: [33326 sdszbkty. Fax: +813 -592 0874. EX 








Decline of the thingmakers 


€ NATIONS decline, said the French 
philosopher and statesman Talleyrand, 
when financiers flourish. British indus- 
trialist Lord Pilkington likewise de- 
plored the ascendancy of *moneymak- 
ers" over “thingmakers.” The Japanese 
too have a word for it when indus- 
trialists turn to stockmarket specula- 
tion. They call it zaitech, a practice 
which Japanese Finance Minister Kiichi 
Miyazawa observed the other day is 
reaching “rather unhealthy” propor- 
tions in Japan. 

Is it then a sign of a nation’s ultimate 
decline, wonders Shroff, when advertis- 
ing agencies such as Saatchi and Saatchi 
of Britain flourish to the point where 
they begin trying to take over the 
financiers (merchant bank 
Hill Samuel and Midland 
Bank)? Is this the apo- 
theosis of advertising 
and marketing, or does it 
merely represent the termi- 
nal excesses of an over-ma- 
ture bull market? 

British Prime Minister 
Margaret Thatcher's idea of 
a share-owning democracy, 
where advertising agencies 
urge the public through TV 
commercials to go for the 
British Petroleum flotation 
simply because its is “the big one” 
(rather than because of its investment 
merits) is likely to earn privatisation a 
bad name. This unthinking marketin 
hype could provoke a bitter backlas 
once the bull market ends. 

Maybe this is why Shroff finds fund 
managers in London are becoming 
bearish about the British stockmarket. 
(That, along with the fact that rapid 
credit expansion and rising unit-labour 
costs suggest the imminent resurgence 
of inflation.) There are bears on Wall 
Street too but, zaitech notwithstanding, 
there are still big brokers to be found in 
the City who favour an overweight posi- 
tion in the Tokyo stockmarket — and in 
the Sydney market. Meanwhile, some 
funds are reducing their Hongkong 
weighting in favour of Singapore. 

ne may not share all of the views on 
Asian markets heard in London, but 
iven the sheer weight of international 
nds channelled through the City (the 
more so since the Big Bang) it would be 
foolish to ignore them. Foreign invest- 
ment has been driving the Hongkon 
market for the past year or more an 
ditto Singapore, not to mention 
Bg ors and Manila. 
okyo is hardly foreign investor—driv- 
en — overseas institutions have been net 
disinvestors over the past several years 
— but though Shroff feels closer to the 
views of City brokers like Phillips & 
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Drew on Tokyo (that the zaitech ratio is 
looking uncomfortably high), he finds 
the bullish arguments of other brokers 
like Hoare Govett to be worth hearing. 

The Japanese economy is accelerat- 
ing fast and is likely to accelerate even 
faster, according to this argument. The 
pick-up in domestic demand and in capi- 
tal as well as consumer spending is push- 
ing economic growth up towards an an- 
nualised rate of 5% — especially as the 

overnment is likely to crowd its own 
iscal-stimulation measures into the first 
half of the current fiscal year. There is 
plenty of idle capacity in industry, 
thanks to last year's export slump, so 
productivity has plenty of room to rise 
without the inflationary effects which 
mes Britain and the US are suf- 
fering. 

Japanese corporate pro- 
fits (which Hoare Govett 
believes were artificially de- 
pressed last year so as to 
support the arguments 
against letting the yen rise 
too far) will surge in 1987, 
helped by the stimulus of 
domestic demand and the 
fact that the Ministry of In- 
ternational Trade and In- 
dustry is now urging Japan- 
ese exporters to go for higher 
price margins rather than maximise ex- 
port volumes by holding prices down. 
The cost benefits from relocating plant 
offshore in South Korea and Taiwan will 
also be flowing through to profits this 
dyes All this, says the broker, trans- 
ates into probable manufacturing-pro- 
fits growth of 30% this year and next, 
which will ensure overall profits growth 
despite the slump in export earnings. 
€ THIS still leaves the little matter of 
very high price/earnings (p/e) ratios 
(around 60 on historic earnings) and 
high zaitech ratios (the proportion of 
earnings deriving from zaitechery rather 
than hi-techery). Here it is easier to part 
company with the bulls of Tokyo. Faster 
prospective earnings growth in Japan 
than in the US and Britain may techni- 
cally justify higher p/es in Tokyo. But if 
Japanese corporate liquidity begins to 
leave the market as real investment 
picks up, then the effect on investor 

sychology would likely outweigh any 
ure of lower prospective multiples. 

Still, Tokyo does have room to boost 
credit for financing real or financial as- 
sets, a luxury which neither the US Fed- 
eral Reserve nor the British Treasury 
can permit themselves, given the rapid 
increase of broadly defined money sup- 
p». A monetary squeeze looks more 
ikely in both countries, something 
which could leave Japanese bonds look- 
ing relatively attractive, say City 


sources. Tokyo's room to avoid an infla- 
tion-killing squeeze is also quite bullish 
for its equity market relative to those of 
Wall Street and London. 
€ MEANWHILE, nervousness is in- 
creasing among thinking City analysts 
when they look at Hongkong. Cost- 
sh inflation is set to accelerate sharply 
in Hongkong given the tight labour mar- 
ket, they feel. They are not impressed 
arguments about labour available in 
nzhen (SHROFF, 10 Sept.). That, they 
say, is pushing Hongkong backwards to- 
wards lower value-added manufactur- 


_ ing and lower productivity — allowing 


South Korea, Taiwan and Singapore to 
craw ahead on these measures. 

This translates into a decision by 
some funds to reduce their Hongkong 
weighting and move into Singapore, 
which is seen as being in a less mature 
end less inflation-prone phase of the 
business cycle (rather as Japan is com- 
pared to the US and Britain). The gen- 
eral upturn in commodity prices also 
makes Singapore and Malavsia look 
more attractive through London eyes. 
è FIRMING commodity prices and an 
investor search for inflation-hedge as- 
sets have turned the City bullish on Aus- 
tralia again, however wary they may 
have been before about fiscal and 
monetary fundamentals. Just about 
every fund manager, it seems, is rushing 
to raise the metal-stocks content of his 
equity portfolio from zero, where it 
stood until very recently, to around 5%. 
That means London will be buying Syd- 
ney stocks as eagerly as the Japanese 
have been doing. 

Through no fault nor cleverness of its 
own, other than sitting on a massive in- 
ventory of metals and minerals, Austra- 
lia is thus seen as moving into a virtuous 
circle. Capital inflows have already en- 
abled domestic interest rates to be low- 
ered (to avoid appreciating the cur- 
rency) and overseas funds have spilled 
over from mining into manufacturing 
stocks, helping to boost growth. 
€ BACK home in the City itself, there 
are signs that Big Bang is beginning to 
whimper even if itis not about to go bust 
just yet. Shearson Lehman Brothers has 
just announced 150 redundancies in 
London. Greenwell Montagu Securities 
(Midland Bank's stockbroking arm) has 

lled out of equity market-making and 

oyds Bank has pulled out of the gilts 
market. Morgan Grenfell, too, has 
slashed its gilts staff. Hill Samuel chief 
executive (and former Hongkong Land 
head) David Davies, meanwhile, has 
been forced to fire two directors who 
took Big Bang tactics a bit far and 
started negotiating the sale of wholesale 
chunks of the merchant bank to rival in- 
terests. 
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japanese officials Worry: abo ; ut 


By Charles Smith in Tokyo. - 


| apan's attempts to stabilise: the: ven 
| AJ and pacify its trade partners by en- 
gineering a burst of domestic economic 
growth have hit a new snag: returning 
ears of inflation. The Bank of Japaay’s 
(BoJ, the central bank) fear that Japan 
may be sitting on an “inflationary pow- 
der keg,” as a senior official put it the 
other day with a pardonable tinge of 
exaggeration, explains why iiir) 
‘rates in some of Tokvo's officially reg 
lated short-term money markets eic 
allowed to edge up in the last few days of 
September, and why an increase in the 
BoJ’s official discount fate isonce again 
being rumoured. 

"he possibility of a deona in- 
ase was denied twice in four days by 
'Overnor Satoshi Sumita during the 
week of September. But BoJ offi- 
told the REVIEW that an increase 
t be the only way to pre- 
t the domestic economy 
m overheating as demand 
is up under the impact of 
vy public-works spending. 
More to the point, Japan- 
leadets attending the 
gs of the Group of Five 
3roup of Seven in Wash- 
n in late September ap- | 
r to have faced a volley of | 
ions from US Treasury. 
als, who apparently felt 
|a narrowing of the in- | 
st-Crate gap between the 
and Japan is the very last. | 
.the US economy needs | — 
esent. Higher Japanese 
terest rates could limit the 
all-importan: flow of Japanese 
investment funds into the US bond mar- 
“ket and thus undermine the dollar, US 
economists fear. Conversely, a rise m 
US interest rates could damage US eco- 
| nomic-recovery prospects. 
|. The BoJs de facto decision to 
IL downgrade fhe importance of inter- 
| national considerations and upgrade the 
. domestic element in its policy mix 
| hardly seems to match trends in the 
| domestic economy, which include a 
| continuing year-to-year fall in the level 
ofthe wholesale-price index anda very | 

modest rise in consumer prices. BoJ ot- 
ficials, however, say that the year-tc- 








: indicator to watch. 

_A series of sharp monthly increases 
in wholesale prices during June, July 
and August suggests that the underlying 
rate of wholesale-price inflation may 
now exceed 5%, 01 

than the 3.75% rat 
banks provide | short-t TI 












-year movement in prices is no longer the | 


or considerably more> 
ate at which major | 
mds te | rising overall price levels and i improving 
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resurgent inflation 


A4 théir best corporate customers. The 
emergence of a negative real interest 


rate in short-term money markets is one 
reason. why corporations have been 
rushing to borrow funds during the past 


couple of months, BoJ suggests. This 
has been reflected in steadily rising rates . 


of increase in the standard measure of 
Aud supply: the August figure of plus 
11% (on year-ago levels) running some 
two points above what BoJ analysts re- 
gard as normal. 
Bols alarm about the short-term 


movements of prices have been pooh- 


poohed by analysts in the gevern- 
ment’s Economic Planning Agency and 
Some private-sector economists, 
argue that temporary (and easily solu- 
ble). bottlenecks in a few key sectors, 





such as the steel industry, are the only 
teal pronrem Japan faces. But the.BoJ's 


HOW JAPAN'S MONEY 
SUPPLY HAS GROWN 


d om of a more general malaise in 
the econom still seems to have some 
basis in realitv. 


part from specific shortages of cer- 
tain commodities, BoJ analysts note 
that most Japanese manufacturing in- 
dustries have allowed inventories to fall 
to extremely iow levels, which may call 
for rapid replenishment now that econo- 
mic activity is picking up. The recent 
fairly dramatic tightening of the labour 
market shouid be taken as another 
warning signal, BoJ analysts say. 
Japan’s official unemployment index 


level still stood at the high level (bv Ja- 
 panese stancards) of 2.7% of the labour 
force in July. But the ratio of job offers | 


to job applicants, regarded by some as a 


truer guide te short-term trends, had 
tightened by July to 0.7, its highest level 


since mid-1955. A continued tightening 
of the labour market, combined with 


who . 


| fensive." Before this t ! | 
would like to see money supply brought 

















REVIEWOIAGRAM y Ardy T? out of control.” Raisi 





incrélses i in early 1988 
conduct their annual 






under control so that conomy does 
not "run loose".as it did in the early 





1970s — when an earlier attempt to re- 


duce the externa! surpluses by boosting 


domestic growth resulted i in runaway in- 


flation. 

A final reason fot Bolc concern about 
price trends and rising money supply 
would appear to be its own sense of rela- 
tive powerlessness in steering the econ- 
omy — at least compared with earlier 
occasions when Japan faced inflationary 
pressures, “Window guidance 
under which BoF can directly limit the 


amount of domestic credit available to. 


the major city banks still exist, and can 
theoretically be used to reduce the flow 
of funds into short-term money mar- 
kets. "In practice. however, the inter- 
nationalisation of Japan’ $ banking sys- 


tem means that the imposition of such 


controls would be almost meaningless. 
In place of direct controls; the BoJ 
has tried to use “moral suasion," a 
phrase -which «can include 
fairly sever 
banks to limit 









loans for speci- 
such appeals are hard to ver- 


are not sure to what extent 






July to an 1 appe: o imit their 
"loans to com 
in Tokyo's ‘highly speculative 
property market. 
‘The result of the BoJ's loss 
of ability to control the volume 
of bank Jending, in the words 
of a senior BoJ official, is that 
there are "only a few buttons 
cwe can press once we start to 
feel the situation. is slipping 
the dis- 
count rate — which in làte September 
stood at the histcrically low level of 
2.5% — may in fact be the only effective 
weapon left in the BoJ’s armoury. 

But BoJ officials seem to be aware 
that it could be a two-edged sword. An 
increase in the discount rate, while cer- 
tainly conveying a strong psychological 
message to domestic money markets, 
could also force up the value of the yen. 
This could lead to a situation where the 


BoJ had to switch priorities swiftly back. 


to the need to stabilise ‘Foreigner: 


change markets. | 
|. Rather than suffer the indignity of 
raising the discount rate to stabilise the. 
domestic economy — and then lowering 


it again to protect the exchange rate — 
BoJ watchers feel the bank may prefer 
to wait. But the BoJ's hesitations no 


longer seem to have much to do with 


fears of upsetting the US officials and 


politicians who have been lobbying for _ | 


low Japanese interest rates. 


when unions | 
nng Wage Of-. E 5 
ppens, the BoJ | 


" controls 


fic purposes, but the results of 
ify. BoJ officials say that they 


mpanies investing 












By Nick Seaward in Kualà Lumpur | 
T Association of Tin Producing 
Countries (ATPC) has voted to ex- 
tend the life of its joint programme of 
production restraint beyond the sche- 
-duled expiry of February 1988. Al- 
though the duration of the extension has 
been left to the discretion of the ATPC 
executive council, the REVIEW under- 


“stands that the supply-rationalisation 


Scheme will be extended either to De- 
|; cember 1988 or February 1989. As a re- 
sult, prices are expected to recover 
further. 
The extension was agreed upon at 
: thé annual conference of ATPC minis- 
ters in Kuala Lumpur on 28-29 Sep- 
| tember. 
]- from the seven-member cartel — which, 




















k tin stocks at the rate of some 2,800 ton- 








| oni March. 
Jliécthan scheduled and ona prx em 
vious harmony. Satisfaction with. the 
progress of the scheme, which limits 






a. 12-month period, was cited by 


Swift agreement, together with the con- 
| tinued willingness of Brazil and China 


| to limit their exports to 21,000 tonnes 


and 7,000 tonnes, respectively. 


According to the newly elected. 







NT$34. tb 
(US$1.1b) 






M$143.41m 
(US$56.9m). . 







S$11.01m 
(US$5.3m) 


ing of minds 


Tin producers agree to extend production pact 


"Ministers and representatives - 


together with observers Brazil. and 
| China, controls more than 70% of world | 
: "production —were told that the supply- 

 rationalisation scheme had stimulated | 
| an orderly draw-down of overhanging 4 









| nes a month, since its a i 


\ total ATPC exports to 96,000 tonnes | 


Services 
| thought to total some 180,000 tonnes. | 





chairman of the ATPC, Malaysian 
Minister of Primary Industries Datuk 
Lim Keng Yaik, both Brazil and China 
stated that they are considering “atten- 
tively and positively” (res 
possibility of joining the A 

According to one conference source, 


a kg, as it believes that consumers would 
start looking for alternatives to tin if it 
rose beyond that level. The ‘current 

rice on the Kuala Lumpur Tin Market 


is hovering around the M$16.95/kg level 


— about M$3 higher than the price pre- 
vailing at the time of the last conference 
in: ‘October 1986. 


& utstanding 
ww at some : 








*would be stable but fair." About 


| 45,000 tonnes of the overhang are ex- 
| pected i toremain byend-year. - 

| . Lim'sestimate does not take into ac- 
. | count the enormous strategic stockpile 
lelegates as the main reason for the | Ü 


of the metal held by the S General 


A diaisistrition (GSA), 


However, Lim told a press conference 


| that he had relayed to his ATPC col- 
leagues an assurance made to him by the 






COMPANY RESULTS 
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xia is the | 


| Research Institute (ITRD, which was: 
| nanced directly by the ATPC for the 

however, Brazil has put the ATPC on - js 
notice that it will increase its production - 
-if the tin price exceeds M$20 (US$7.90) 


tin Stocks are estimated 
58,000 tonnes as at end- 
uly. The ATPC aim is to bring this fig- - 
ure down to what it considers to be nor- - 
mal stock levels of around 20,000 ton- 
_hes. If that target were reached, Lim rec- | 
. |. kons that the price would rise to around 
 M$20-22/kg — a level which, he says, | 





|. | pires in 1989. The proposed foi 
tentatively known as the Internatic 
-Tin Study Group — may be set upu 


Profit exdudes extraordinary gains of HK$85m vs loss | 
Aisi DH. Strong profit growth was due mainly to 


jider ari in Hongkong and Japan. 


Profit crop reflects fali in interest and dividend income, and 
increased payments and non-operating costs. 


| 1987-88 profits forecast to fall to NT$26.8b on a power rate 
cut effective September 1987, but rising consumption 
likely to push tumover to NT$148.9b. 


Profit growth was attributed to the fact that its LNG nion 
were operating fully and to improved volume of Athos 
the liner eontainer trade. e 


ii. | A. one-fer-one rights issue was announced. Company 
i expects to maintain the same level of profit in the second 


| Profit excludes extraordinary gain of £15.7m from m sae of 
the Caldbeck wines and spirits business. 


E sold in 1986. 


! Soviet Union and certain other Soviel 


Trade and Development in Geneva. 


offer a forward contract in tin near the 


against sudden price movements. 


| dollars a kg, with Indonesian, Thai ar 


J abbar Shahbudin. Tin 






World consumption (excluding n 














































bloc countries) is estimated at 166,000 
tonnes last year but is forecast to grow 


demand are being made with the alloca- 
tion of more of money for research and 
development of tin products. | 

The London-based International Ti 


first time last year, has been given a 
larger budget for 1988, but conferen 
sources said that the members did no 
respond to Lim's call to allocate 1% | 
per export revenues for this pu 


Looking ahead, the ATPC ministe 
agreed that there was a need for a reg. 
ular forum for producers to meet con- 
sumers, once the now-moribund Inte 
national Tin Agreement. fin : 


the aegis of the UN Conference . 


Meanwhile, the Kuala Lump 
Commodity Exchange (KLCE) © 


end of this month. Since the collapse o 
the ITA in October 1985, the London 
Metal Exchange has ceased to trade in 
tin, leaving producers and consume 

alike with little opportunity to hedge 


The contract will be quoted i 


Malaysian tin being traded at firs 
cording to KLCE chief executive, S 
produced in 
other countries will be added later.» 



























services arm which benefited from active 
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17.3326 
20.60 
2.095 
805.70 
28.93 
1.514 
30.10 
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1.592 
0.696 
1.387 
| 6.5125 
7.8025 
12,836 
1,633.00 
153.625 
2.6225 
2.031. 
17.007 
26.4235 
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877.00 
28.169. | 
1.638 
36.72 . 
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A$118.56b(10) . Rs 1,469.19b(10) 
(Mar.) ( 
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US$6.93b 
* 10.85 
*23.39 

US$8.05b 
+11.23 
+28.40 


June 82-May 83 = 100 
102.8 


* 0.68 
*0.75 


S$$33.63b 
(June) 
-1.9 


| (1) Official and other estimates of GDP (GNP in Japan) (2) Consumer PriceindexA (3) M2 or currency deposits 
.| (5) IMF definition of reserves minus gold except for Singapore (6) Customs basis (fob (8 cif a Oed 
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| More records for Taipei 


TAIWAN continued to rocket, breaking new records in the period to 28 Sept. Other major gainers included 
Hongkong and Malaysia. The Fhilippines, meanwhile, lost heavily on growing political tension. 


TAIPEI: Backed by strong buying in- 


terest, the weighted price index blasted | = 
through the 4,000-point psychologica! | * 
The financial sector led. | 2 

with ICBC rising 27% to NT$375 | 


barrier. 


(US$12.5). Cement shares did wel! 


again with Taiwan Cement rising 25% | us 
to NT$85. Transactions were down | 13 
ERU. - average daily volume at | sk 

1.1b. l 


HONGKONG: The marke: rebounded [JD 
a ly after a technical correction in | "^ 
the last period. Brokers said the mar- | 


ket was still backed bv strong funda- 
mentals. There was 


dustrial Enterprise, which closed the 


ps 


| gael rp Scone ue 4 
| HK cents in one day. Turnover totalled | 


HK$17b for 5.3b shares traded. 
— KUALA LUMPUR: Counters recover- 


ed some of their losses of the previ- 
. Ous period as bargain hunters returned 
. to the market and plantation stocks 
| came in for renewed interest from 
overseas. Gadek gained 42 M cents (17 
US cents) to finish at M$3.02 while 
Guthrie Ropel put on 32 M cents to 
M$3.22. Average daily volume was 
12.6m shares valued at M$27.2m. 


| SINGAPORE: After several days of [ 


rsistent selling, the market re- | 


| bounded as expected. Apart from 
. some interest in plantations, however, 
sentiment remained fairly subdued. 


Jurong Shipyard was an exception, |- | 
35 S cents (9 US cents) to | * 
nish at $$3.02, while Sime Darby rose | 


| pns on 


34 S cents to $3.62. Volume averaged 
. 22.2m shares a day, valued at S$70. 1m. 


MANILA: Prices suffered deep cuts on (4, 
. reduced turnover owing to heightened po 


tension on the political front. Philip- 


ne Long Distance Telephone lost 


P72.17m down 
down 52.6%. 


eat interest On | 
the last day on second liner Evergo In- | = 


% to P173 (US$8.40) and San | gy 
Miguel A fell 8% to P95. Among | .- 
mines Atlas A dropped 25% to ^ 
P15.25. averias daily turnover was @ 
5% ,0n657.7m shares — awL.... 





z . TOKYO: Stocks climbed on the back same— 


of heavily 


September. Electricals, precision in- 


| struments and property came in for 


day, worth ** 1.13t. 


(490 


capitalised shares to their |... 
highest level since the beginning of 











AUSTRALIA: Markets went into a 
technical correction despite strong cor- 
ate profits and higher gold prices. 
6-year-old  Warwic 
ceeded in taking John Fairfax Ltd pri- 
vate after he sold off A$800m 


(US$579.7m) worth of assets to Robert 
Packer in | '9 
return for their combined 14% stake in — te. 


Holmes à Court and Kerry 
Fairfax. 


NEW ZEALAND: The market re- 
treated sharply after a two-month 
climb to the 18 Sept. peak of 3,968.8 on 
the Barclays Index. But brokers con- 


tinued to see longer-term strength in a | " x 
nding |, 
rierley |” 


market nervous about the im 
Brierley Investments results. 
finished 37 NZ cents (24 US cents) 


down at NZ$4.88. Turnover totalled i a 


104.55m, worth NZ$207.7m. 


SEOUL: Stocks suffered their largest | gy, 


Fairfax suc- |1% 


one-day loss ever following opposition | | c 


charges that the sath po roy ond = " 


sored Ilhae Institute had profited rom 
stockmarket manipulation. 
bounced back later, but market favour- 


ites banks and construction issues re- | ~ 
mained depressed. Volume fell to | 29 


4.568m shares a day, worth Won 62.4b 
(US$77.5m). 


BANGKOK: The market extended its 
rally on high investors’ confidence. 
The Book 
15 points at the po close. 
Bangkok Investment led gainers, fol- 


lowed by Bank of Asia and Good Year. | ~ 


ub Index picked up a hefty | : 


Stocks | a 


Hardest hit was Thai Plastic & Chemi- | < 


cal. Volume for the period was 31.1m 


shares, valued at 
(US$155.16m). 


BOMBAY: The market reopened for 


business on 25 Sept. after a week of | 


boycotts by brokers. Stock exchange 
authorities have agreed to look into 
brokers’ demands which include lift- 
ing of the three-month ban on short 
sales and forward trading. The market 
was listless and several leading shares 
declined in value. Telco dropped Rs 10 
(77 US cents) to Rs 360. 


NEW YORK: Share prices surged on | ze. 
futures-related buying by Japanese in- | s70 


stitutions, analysts said. Market confi- 
dence was also hel 
dollar and reduce 


Stanley Capital International Index 


rose 3.6 points to close the period end- | 1 w 


ing 25 Sept. at 481.5. 


Baht 4b | go 


d by a steady US |% 
concerns over in- | 2300 

terest rates. Turnover totalled 920.96m | z400 

shares for the period. The Morgan | M f 
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HIBISCUS SHOPPINGTOWN DARWIN - AUSTRALIA 


WELL SECURED HIGH YIELDING COMMUNITY SHOPPING 
CENTRE CONSISTING OF WOOLWORTHS SUPERMARKET, 
24 SPECIALTY STORES AND A FREE STANDING TAVERN. 


LOCATION: Darwin, Australia’s northern capital, boasts the second fastest 
. growing population in the.country. This, together with the Federal 
Government's commitment to development suggests excellent retail strength 
and growth. Hibiscus Shoppingtown is. well located on the corner of a major 
through' road in the residential suburb of Leanyer, where Teo of Darvins 
residential growth is occurring. a a 










NET LETTABLE AREA iie 
7913.5 square metres | SX 


PARKING: 
-7290 car spaces 


|| OPENED: 
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ANDORRA Sx 


‘Not just skiing, sun and tax advantages — itis 
























































































a land of romance and poetry, where you can ` T ih ow you Jt M an agement/Finance 
iene | . Consulting-Services - 
The SOL SKI complex at CANILLO offers fully serviced suene ina avery j can tum — —— i 
beautiful and idyllic skiing resort, (in the summer a popular tourist spot). Apres-ski I exchange rate I w Company/Trust/Foungation "^ 
facilities include swimming pool, squash court, restaurant, bar and shops. : i A sage " Formation and Management | 
All studio flats and apartments aré fully furnished and appointed to.a high eg movements -- p | — Frustee and Fiduciary Services”: | 
standard: prices from US$33,000. (Limited availability.) j into. profits... i ~~ Project Evaluation and NE 
This is.the fast development to be built in Canillo and represents a sound ` , implementation 
investment both in terms of appreciation and rental incomes. Serenar Castalia! tn ooh wenn Gore Po| — All International Transactions 
| For further information and brochures on these and many other properties ret Vesey rabid = tee i x Sel Mo O m 

x m accurac crier j — aan ay ontacts wi 

Call INTERSEARCH now no NEW ADDRESS: 1004 Dina onere sate o Mane am Tren Dade Authorities Banks, Investors.Etc. 


specdic hdgum cecammendantans c acd aii weinen in 
1 syie thatis clear and easy to ündesetuncd 





House; Ruttonjee Centre, 11 Duddell Street, Central H.K. IN 








ror de " " 
iiid i IBS, Bahnhofstrasse 100. 






Tet: 5-8 10851 1, Fax: 5-8450304, Tix: 66862 INTSH HX, FERI 7 
| Kostet FREE Tepon on ii Sra eet d CH-8023 Zurich 
i süccesses Phone 01/211 04 83 
i Write ta: Room 315, StomedawINC Lining, Rath i Fax 01/211 75 31 
owen ied Floor}, 55 Holborn Víaduct, Londen, BOIA Telex 813 884 
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Move £ ondon Property from Hong Kong 


Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell let. 
mariage and arrange finance for your UK house or flat. 

Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 

| ee PORRES UMITED. Hamptoné Sons 


CORE Aic ] Ded Boor Two Exchange Square. Hong Kong, 6 Arlington Sreet, London SWIAIRE Telex: 28341 












START BUSINESS IN HONG KONG? 
~ Company Formation 
— Transhipment Services 
~~ LO Handling 

EX. Shipment Documentation 

j DS agement Services 

‘Rm 923, Star House, TST., 
Hong Kong 
Tei 3/7211 1833 Tix 39644 DSMGT. 
Fax O/7RARKBT 
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inquiries by Business Sources on - 
U.S. Immigration Laws welcomed. 
Discretion assured. 


AUGUST BEQUAI, Atlorney atLaw 
Suite 820, 1401 New York Ave 
NW., Washington, D. C. 28 
L Phone: 202- 347-1288. 









J BULDING. FOR SALE | 
| — NYC USA 














Reservations should be addressed to: | 


. international Classified Manager . 
Far Eastern Economic Review 
15th bea 80 Gloucester Road 
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seaside town out of season can 
seem like the end of the world. As 
the afternoon rain drove in from the 
south, Katagai resembled Tierra del 
Fuego. As waves roared to earth, foam 
from the inky sea was blown into a mist 
across the sand. Bereft of humankind, 
the beach would have made a fine 
watercolour study in grey. Kids had al- 
ready gone back to school. Inland, the 
achinko hall was emptv and in the cof- 
ee shop comics lay unthumbed. 

When the sun shone the next morn- 
ing, it was clear that the party was over. 
The beach was littered with cans, as if a 
gigantic Bacchanalian orgy had taken 

lace the night before. So much litter, in 
act, that it was difficult to find a place to 
lie down and sunbathe. But then 
Katagai in September is not intended 
for quite this species of tourist. It lies 
halfway along Kujukuri-hama, a 3C-km 
beach on the Pacific side of the Boso 
Peninsula. less than two hours by train 
or car east of Tokyo. 

The waves lure a more 
prolific group in the form of 
scores of surfers who drive 
over from the metropolis to 
take to the waters. Sunbath- 
ing is hardly the thing: the 
guys and girls are either slic- 
ing through surf or lying 
asleep on their beached 
boards still wearing their 
wet suits like pend 
coloured sealions. The only 
other pastime seems to be 
driving jeeps and dune bug- 
gies up and down the sand, 
trying to perform fast, tight 
180-degree turns and kicking 
up deep ruts in the prccess. 
One hapless motorist got 
his two-wheel-drive saloon 
caught in the sand as the tide 
was coming in. No matter, it was easy 
enough for him to find plastic sheets 
among the jetsam which he could shove 
under the rear wheels and he was soon 
away. 

Katagai has its quieter side. Just in 
from the beach there must be at least a 
dozen little fish factories from where the 
murmur of female voices can be heard, 
as ladies in overalls gut and prepare fish 
for Tokyo tables. Some of the fish is 
coated with sesame seeds and left to dry 
on trays in the sun. Each factory seems 
to specialise in a different fish or even a 
T of the animal's anatomy, judging 

y the dried yellow strands that look 
like Chinese-style fish maw. 

Unlike Britain where fresh fish shops 
are as rare as Whitstable oysters, the Ja- 
panese diet is a constant reminder that 
this is an island nation. The guest house 
where we stayed served seven different 
types of fish that first evening, some 
fried, some pickled and others glori- 
ously raw. As out-of-season strangers, 
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we were treated like royalty. Our hosts 
never missed a trick, with hor baths 
ready and waiting on our return from 
the beach. . 

Whether it be kimonos, cars or 
tourist accommodation, Japan offers a 
wide range of prices ranging from bear- 
able to outrageous. Apart from youth 
hostels at one extreme and hotels at the 
other, there are three main categories of 
DE minshukus, enun and 
ryokans, in ascending order of cest. The 
second group usually offers Western- 
style food and (less often) bedding of 
the same ilk; the other two types pro- 
vide traditional home cooking ind: Ja- 
panese becs, called futons, which are 
rolled out on tatami-mat floors. As be- 
fits a country living on such a mobile 
part of the earth's crust, plenty of guest 
houses have hot spas attached. 

Apart from sushi and sulfurous 
bathing, Japan has rather a lot to offer 
the discerning traveller, as the bro- 
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chure would say. But somehow one sus- 
pects that this country’s tourist lures 


‘are a well-kept secret from the world. 


Or is it that the lack of signs ir romaji 
(that is,-traensliterated into Latin script) 
merely makes Japan appear more im- 
penetrable for tourists than is actually 
the case? 


e figures show that just over 1 mil- 
lion foreigners visited Japan in the 
first six months of this year, which is — 
pre, given the high yen — 4.5% 
higher than the same period last year. 
Since more than 3 million people annu- 
ally visit a tiny place like Singapore, this 
suggests that Japan is an under-exploited 
tourist destination and may remain so as 
long as it costs US$5 for a cup of coffee. 
This troubles the tourist authorities, not 
for the lack of foreign exchange. but be- 
cause they believe that attracting more 
foreign tourists is usually rather a good 
way of getting people to uncerstand 
Japan a bit better. 






It is easier these days to “promote in- 
ternational understanding," if that is 
what it is, the other way round. For the 
Japanese, travelling abroad is almost 
the only way of tasting the fruits of the 
high yen. Some 3.1 million did so in the 
first half of this year, 22% up on the first 
six months of 1936. It is said that Japan- 
ese women, off to the shops of the 
world, leave the country with luggage 
weighing 15 kg and return carrying 
twice as much. 

Whether it be shopping or surfing 
(there are around 900,000 surfers today, 
double the number five years ago), the 
Japanese are inculging in this new-fang- 
led pursuit called leisure 
with the same gusto used to 
manufacture motor cars. 
That does not mean they are 
working perceptibly fewer 
hours. Maybe they are just 
ge vs less. 

health centre opened a 
few days ago just round the 
corner from my house offer- 
ing all the standard fare 
from golf driving range to 
swimming pool (scuba div- 
ing instruction included) 
to aerobics, and even a 
thing called “esthetique.” It 
already looks well patron- 
ised. 

Ir apparent answer to the 
new desire for leisure, the 
Labour Standards Law has 
just been revised for the first 
time since 1947 to stipulate that a sta- 
tutory work week (excluding overtime) 
should not exceed 46 hours, two hours 
less than under the old law and that 
this will be cut over the next dec- 
ade or so to 40 hours. A govern- 
ment commission recently recom- 
mended that the working week in man- 
ufacturing ought to be cut to less than 35 
hours. 

Japan's competitors should not relax 
just yet. The number of hours worked in 
Japanese manufacturing, which had 
been rising steadily for years, has only 
started to fall since 1985 — and is still 
five hours a week more, on average, 
than in France, the US and West Ger- 
many. Some Japanese see the drive for a 
shorter working week as a capitalist plot 
to pay them less and many firms will be 
reluctant to pursue the letter of the new 
law. The salaryman receives 15 paid va- 
cation days a year, but takes only half 
of them. It would not do to be seen to 


slack. — Nigel Holloway 
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Sensuously Smooth. Mysteriously Mellow. Gloriously Golden. Who can resist the magic of Camus XO Cognac? 
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One Pacific Place is the best place for your ousiness in Hong Kong supported by two 1000 kva emergency generators which ensure that all 
because it was intelligently designed with your business in mind. emergency and computer systems run optimally n the event oi à power 
7] Consider all the ins and outs. Access to One Pacific Place isconvenien: failure. 





JE yet exclusive. A private road orovides direct, same-level access to the Consider your guests. The three Pacific Place hotes, service and 
impressive entrance lobby. BE residertial apartments provide quests with 5-sar accommodation and 
An air-conditioned footbridge links the toyer d One Pacific Place tc a a rar ge of conveniences which include restaurants. business Centres, 





comprehensive public transport network and forms | conference and recreator. faciities. 


Consider what you't have on your 
a plate. The Pacfic Place shopping 
mal, the largest :n the Central Business 
District, will offer & wide seiection of Asian 
: ; TE TREE 3 | and Western. oourmet and fastfood 
tba name ads Swire as managers, | EB IR IWIEBII Hal Hill diring options, in addition to a full range of 
: Meridie Paceasde PETTIREN H HHI . fine shopping and a complet containing 
i ! IE ; il ] il four cinemas. 
intelligently designec, 
IB) space, totaly conveni ient first class 
facilities and amenities. 4 package of 
features which make t easy io see why 
you wont be the first io De: persuaded 
that One Pacific Place is the dest place 
for your business: 

For further information about the 
office and commercial space at 
Pachic Place, conac 
the sole leasing agents, 
Jones Lang 


Wooton ONE | | 


— PPÀ MET Unf DUAR wah | am 


ye first. part of an elevated. traffic-free 
: Spam to West Central and beyond. 
| Consider your security. A 1:0-man 

| np force; Sa ji card- 
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pe) - iechnicaltes 
Compaitmented wite-rranagement 
systems in the floor, ceiling and sxitings 
facilitate easy installation of power, tele- 
phone and communication-dala systems. 
nie how compatibe we are. A 
fully-compatible WanyNet Computer 
highway forms the foundation ior intra- 
office and interfloor communications. 
EF Consider the power you'll have. 
d An above-average power supply is 
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Hong Kong Telephone. 5-211171 











We have new standards and theyre 
going up all the time 












On time. 





Flight Time — Information 
LOS ANGELES RJ 265 1545 ON TIME | 


SINGAPORE RJ 182 1610 
LONDON RJ 441 1230 
DUBAI RJ 609 1845 





Offering you a punctual service is 
just one of the ways in which Royal Jordanian 
makes sure its standards are as high as 
possible. 

Whether you're flying to and from 
the Middle East, Far East, Europe or the USA 
we can give you the convenient connection 
times you need plus service and efficiency that 
are hard to beat. 

So relax in our new reclining sleep- 
erettes, anc enjoy our superb cuisine and tra- 
ditional hospitality aboard our 747s, TriStars 
or new Airbus A310-300s. 

Fly Royal Jordanian worldwide. You'll 
be sure of a warm welcome. Every time, on time. 


Setting new standards 
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Too fast with the fax 


By Nayan Chanda in Washington 


rmed with a facsimile machine hooked to a telephone 

line and a few local reporters and translators, a Chinese- 
language newspaper in New York is scooping many of its 
Asian and US counterparts. But in the process it is raising 
new issues on copyright protection. 

Taking advantage of advanced technology in telecom- 
munications, the Centre Daily has been lifting articles from 
Asian newspapers and publishing them long before readers 
in the US can see them in the original publications. While this 
means good business for the newspaper (circulation 65,000), 
it may result in the first lawsuit on copyright violation being 
lodged against a US company by an Asian firm. This would 
represent a reversal in roles, as in recent years US corpora- 
tions have stepped up efforts to protect intellectual-property 
rights by threatening action against principal violators, such 
as Taiwan, South Korea, Hongkong and Singapore. 






While a number of Chinese-language newspapers pub- 
lished in the US have for many years been freely lifting mate- 
rial from Asian publications without permission or even at- 
tribution, the advent of fast and cheap communications has 
given a new commercial edge to such piracy. Facsimile 
machines and satellite phone links not only deliver pages of 
material in Chinese, or any other language, quickly across 
continents. but do so at a very low cost. Once the text is re- 
ceived it is simply a question of resetting it and reprinting 
It. 

An exclusive story published in an Asian publication can 
thus be printed in the US in full long before copies of the pub- 
lication reach the US by air for distribution. By pirating 
stories, the US publications also overcome the cost of main- 
taining correspondents to file reports and even sidestep pay- 
ing reproduction fees. 

“Reading a news item in the Centre Daily one afternoon | 
was amazed to see the story I had just filed prominently 
played, but without my byline," says Norman Fu, Washing- 
ton bureau chief of the Taipei-based China Times. Fu was 

articularly surprised because he had not yet seen the story in 
his own newspaper, which takes three days to arrive. Oo 








a Where else puts you in the heart of Malaysia's capital 
JW at such affordable prices. Where else offers such a haven 
EE" of relaxation and brings you the luxury of the city's largest 
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DIRECTOR 


MANAGING, 
DEL TOR 


Five years ago 
they sat on their assets. 


We've heard of companies who didn't realize 


insolvency loomed until the Receiver walked 
through the door. 

Its not as ludicrous as it sounds. After all. 
how much time can you spare for taking a long- 
term view of your company? 
running 


If business is smoothly its very 


tempting to adopt a 'take each day as it comes 
policy. Just the mistake the company in the picture 
made. Big profits five years ago and now facing 
up to lean times. 

If only they had talked to us at NatWest, we 
could have helped them remain competitive. 

Indeed, we could have supplied the time and 
initiative required to help them manage all their 
financial risks. In the shape of a personal contact. 
one of our account executives. 


Hed have begun by 


gleaning a thorough 


knowledge of the business, its methods, aims, and 
the market it operated in. 
informed 


Enabling him to give answers 


A6275/1-H0/04 ^06; B 





(rather than snap judgements), in response to the 


decisions that are so often called for in 


quick 
risk management. 


His advice on debt structuring would not 


only have impreved the cash position, but also 


given the company the resources to invest and 


remain competitive. 
And, just as importantly, remain liquid. 
To do this hed have called on some of the 


financial instruments at his disposal. including 


Performance Guarantees. SWAPS. Options, Banker's 
\cceptances, Currency Loans and Forfaiting. 

More than likely, he'd have consulted the legal, 
accountancy and treasury specialists in our Group 
Financial Engineering Unit in London 


And drawn on all the experience of Britain’s 


biggest bank. complete with a network spanning 


53 


37 countries. an asset base of over  USSI20 


billion and a top credit rating. 
If only that company had talked to us. 


May we urge vou to? While 


g you're still 


sitting pretty. 


Risk Management by NatWest & 
The Action Bank 


One more Cartier for your fingertips 
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Emergency details 

In his “correction” of my date for the 
end ‘of the Malayan Emergency, 
Richard Stubbs surely quibbles [LET- 
TERS, 24 Sept.]. Tunku Abdul Rahman 


-signed the 176-word proclamation re- | 


pealing the Emergency Regulations Or- 
dinance on 30 July 1960, the action to 
take effect from the following day. ` 

1 did not write, as Stubbs suggests, 
that Chin Peng gave the orders fo or the 
communists’ first attacks in June and 


_ July of 1948. It is unlikely that anyone 
' will ever know whether those very early 


actions were premature assaults by trig- 
ger-happy local units or deliberate test- 
ing of the waters ordered by the 
Malayan Communist Party (MCP) high 
command: However, it would be possi- 


ble to argue both sides of any such de- 
- bate. 


Harry | Miller in Jungle War. in 


| Malaya: The Campaign Against Com- 


munism 1948-60 quotes a senior police 
officer telling him in the wake of the at- 
tack on Batu Arang, Selangor, in July: 
“We had definitely underestimated the 
forces the communists would bring to 


bear; we certainly never expected a 
E really well-planned attack." This does 
not suggest random killings by guerillas | 


who, as Stubbs puts it, "went off at half | 
cock 
The communists' lack of regard for | 


: the security forces is as good an explana- 

tion for any failings in the communists’ 
| opening campaign. Miller notes com- 
| munist documents which revealed a 


“naive belief that British and Malayan | 
soldiers would be.'soft' targets and that 
British troops would be useless in the 


| jungle." As Miller says, “Obviously the 


[MCP] high command had never heard 


| of the British Fourteenth Army.” 


I am grateful to Stubbs for his re- 


search into whether or not Chin Peng 


was at the Victory Parade in London in 
1946. It is certainly a widely believed 
story, on which other readers might pos- 
sibly be able to throw more light. Mean- 
while, one wonders about the value of 
Stubbs’ checking “government docu- 
ments of the period [listing] Malayan 
Communist Party representatives who 
made the [London] trip.” Ong Boon 
Hua used many aliases, of which Chin 
Peng was merely the best known. 

Hongkong John Arden | 


Inaccurate tarnish 


I wish to take exception to certain un- 
truths in the COVER STORY Tarnished 
crusade [17 Sept.]: 


| » The statement that the US Em- 
bassy had already been talking to me 


even before Marcos' ouster with respect 
to the ill-gotten assets of the Marcoses | 
and their cronies abroad is a bra 


zen 
falsehood. No one in the US Einbissy | 


| 
| 
| 
| 


| had any such conversa 

=> The assertion that the Pre 
Commission on Good Gov 
(PCGG) has shown a tendenc 
make deals first and only later b 

te document cases against offer 
equally without basis. There 

two amicable. settlements tha 
been completed. One was. Ww 
¿Yao Campos, the other was with Ti ji 
 Floirendo. In both cases, the documents 
were available.to the PCGG before 
settlements were entered into, and pre 
cisely we used these documents as bas 
fer the settlement. Ws rt 
> You. wrote: “Numerous: ‘bus 
and internal PCGG sources speak fre 
cf money-making on the side by ck 
relations of Salonga and other comm 
sioners, though some of these allega 
tions are difficult to substantiate 
never thought that your prestigi 
weekly would cite anonymous’ 

lous assertions such as this — the eas 
thing to make in Manila today. Who 
your anonymous sources and who 
my so-called relations about whom I 
supposed to have “one or two 
spots?” Do they have even the slig 
sired of evidence to support what 
say? : 
» The assertion that "the Swiss: co 
are insisting that Manila first secu 


; criminal conviction against Marcos 


| fore moves can be made to transfer: 
to frozen bank accounts” is not 
| ate. As far as I know, no such insi 


| | has ever been made. Indeed, the: 


| son of the highest Swiss Court on. 
— which you can secure from 
PCGG — does not support your P 
cation's gratuitous assertion. =< 
There are other assertions especi 


| those referring to Rafael Fernand 


person of integrity, that are either i 
curate or misleading. Jovito R. Salong: 
Manila Senate Preside 


Rights for critics 


Chua Chuan Seah [LETTERS, 24 Sep 
is mistaken in thinking that the Singa 
pore Government regards its critics with 
misgivings. The Singapore Governmen 
Objects not at all to criticism, either ir 
the foreign or local press. It is the criti 
right to do so. But it is also the gover 
ment’s right and duty to rebut their cri 
cisms. If critics are sometimes discom-. 
fited or demolished by the rebuttal, that 
is how democracy works, and a smal 
price to pay for the pursuit of truth. = 
Chua did not name any “legitimat 
 nghts of responsible and intelligent citi 
zens" which have been curtaile 
laws which “undermine the integrity 
telligence, and responsibility of the 
zens.” Nobody has been prevent 
from airing his views in the med 
. fact, we encourage people to do so 
like Chua, to do so without usi 


















to sign their names: 
mese. 
n a letter to The Straits Times on 15 


ptember 1984, he noted that “H we 
refera government to be moretolerant 







ie must ensure that our own judgments 
nd opinions are. well- informed and 
well-considered." He bemoaned the 
apathy of Singaporeans, who do not 
“even have enough interest to demand 
greater public access to, and availability 
of, knowledge and information." He 
praised Prime Minister Lee Kuan Yew 
for always being able to consider "the 
larger and higher aims and purposes of 
society and of the nation." Why.has he 







































anged his mind? Gan Kim Yong 
Press Secretary 

to the Minister for Trade and 

Py 





























ple to hear the news from your re- 
rt Yes, we want no elections 
REVIEW, 17 Sept.], to the effect that 

















en to sell the Hongkong people 
the river, by denying. them Meet 
onsin 1988. ` 

| the time when you were prepar- 




















nt Committee for the Promotion 
emocratic Government collected 
97 signatures in support of direct 
ons in 1988 and that on only two 
ays (6 and 13 Sept.). P 

ad the campaign continued non. 
for 10 days, one would gather, i 

d have ez sily exceeded 2 NOR i 
res. —- 

"hat would seem to be saying, "Yes, 
want direct election in 1988," be- 
use we need some time to familiarise 
urselves with the democratic system 
and time is running short. 




























































Kind of protection for their style of life 
:and work after 1997 and the only way to 
‘ensure that is to have a democratic sys- 
tem to help fulfil their wishes or to see to 
dt that their wishes are not overridden. 

C0. This is also the way to make sure of 









- with a high degree of autonomy under 
"the concept of “one country, two sys- 
^ tems." 









would lose confidence in the future gov- 








f its stability and prosperity. 
; the British Government's duty 


v > 


iri on to help Hongkong peo- 















ture of Asia and particularly of the. 


3 | rough iO 


. Chua should agree with this analysis. . 


f criticism, dissent and disagreement, 


nost discouraging for Hongkong | 


e British Government has once again 


is article the signature campaign of 


. and commercial 


The Hongkong public. want some | 


‘Hongkong people ruling Hongkong | 


e 5 H time and apairthe wishes of Hong- | 
kong people are totally ignored, they - 


nment, thus shaking the very founda- | 
| turning to Singapore and beating the 10- 


T ntain. their v way y of life. if I 
iot pe | Furthermore, I- 
against :n that others who had also been 











to be 
Malay: 


acquired by Sistem Televisyen 
ia (STM), even though STM has 






been hoping to acquire its own purpose- 
built. headquarters with sufficient space 
| for its studios." 





had never acquired nor enter- 


| tained any intention of acquiring the 


KUB tuilding from Peremba. STM is 
only renting three floors of that build- 


ing. ;. Shamsul Khalid Ismail 
Kuala Lumpur : Company Secretary. STM 


Defining an exile 


Regarding Chin Fook Leong's reply 
[LETTERS, 1 Oct.] to my letter, it is 
pointless engaging in an argument with 
him over the definition of political exile. 
The fact is that I was hounded out of 


Singapore, and that the British Govern- | 


ment granted me political asylum soon 


- after.I arrived in Britain in 1977, allow- 


ing me to stay in the country so long as it 
continued to be unsafe for me to return 
to Singapore for political reasons. If 
Chin wants to argue with the British 


| Government on this he is free to do so. 


As to what I am supposed to have 


| said in the 1976 general election cam- 
 paign, I fully stand by my statements. I 
| said then, on a Workers’ Party platorm 


in December 1976, that ^we do not deny 
that we must know some English if we 
want tc earn a living in this industrial 
society. However, 
learning English and raising the stan- 
dard of English must not be done under 
the premise of wiping out the Chinese 


language." Į think that, whether or not 


one agrees with it, this is a perfectly rea- 
sonable opinion to voice on a matter of 


| justifiable public concern in a sup- 


posedly democratic society, and cer- 
tainly not inflammatory. 

Itis ridiculous to claim, as Chin coes, 
that this caused racial riots — there has 
not been a racial riot in Singapore since 
1964 — or that it was likely to cause race 
riots. If the situation were reversed and 
it was the private citizen who was mak- 
ing such libellous and outrageous state- 
ments against the government, ané not 
the other way round, one could be sure 
thatthe writs would already be flying. 

Itis clear, and is confirmed by Cain’s 
letter, chat my speeches on language 


i and education at the time were the ex- 


cuse for the government — and in fact, 
the only thing it has ever produced 
against me — not to issue me with a 
passport, I was thus prevented from re- 


year deadline which the governmert in- 


| troduced. This in turn enabled it to at- 


tempt to deprive me of my citizenship. 
was  discriminated 


| ® ent for 10. years were not acted 
against, a point t Chin: does not seek to 





‘are In | row to Singapore, "Changi jail 
ourney [3 | "S x.] says: "In. this 
` case it was the KUB baiiding, whick had 









Chin’s letter, for all its distortions 
and malicious accusations, at least has 
the merit of admitting the Singapore. 
Government's ultimate purpose — 
which is to eliminate all democratically 
voiced opposition. It seeks to drive its 
political opponents out of the country 
(when it is not actually. imprisoning 
them) and then to deprive them of their 
citizenship under the recently intro- 
duced and retrospectively applied 10- 
year rule. Even Chin does not. contest 
my point that to make citizens stateless 
is contrary to the UN charter. | 
London Ho Juan Thai. : 


Accounting confusion. 


We thought our letter published in your p 
1 October issue made our position very 
clear. However, the reply by Anthony 
Rowley has confused the matter, as did 
his original article. 

We will reiterate our views as briefly f 
as possible. gu 

Bond Corporation iascmstionai Ltd | 
(BCIL) is indeed saying, and Price 
Waterhouse is agreeing that the normal 
profits of the group include its dealing 


profits. Specifically, in these accounts: i 
the profits on sale of investment proper- 
ties, HK$27,377,000 (US$3.5 million), | 
and the profit on sale of 50% of an in- - 
vestment in the Bond Centre building, 
HK$128,000,000. = 
Accounting Standard SSAP 2 of | 


Hongkong requires that operating pro- | 


fit encompasses both normal and excep- 
tional profits. 

The profits described above are not 
extraordinary. | 

BCIL's audited * 
have been circulated to its shareholders. 

Rowley remains confused about the 
officially defined treatment of excep- 
tional and extraordinary items. - 
Hongkong Price Waterhouse 


One coup too many 


Your copy editor has put words in my 
mouth that I would not utter. The ori- 
ginal manuscript for my 5TH COLUMN, 
Indonesian democracy from the outside 
[20 Aug.] reads: “The New Order was 
born in the bloodshed by six generals on 
30 September 1965 and the blood of 
hundreds of thousands of communist 
party members and sympathisers killed 
in retaliation.” In the printed version 
the end of this sentence has been altered 
to: ". . . killed in a subsequent retalia- 
tion against the attempted communist 
coup of the same year.” . | — b 
The change. makes it appear that 
there was a “coup” apart from the assas- 
atio | enerals, which there 
was not, and th ]have na odoubts about - 
the- label V communist coup,” which. I. 
do. ^ 
| Colum us, Ohio 
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HA THIS WEEK 15 October 1987 


| T: military takeover by Col Sitiveni Rabuka in Fiji has 

shot a hole through the Pacific region's pro-Western 
diplomatic framework set up by the departing colonial 
powers. Sydney bureau chief Hamish McDonald examines 
the political impact of the coup among fellow Melanesians 
in the independent nations of Papua New Guinea, Vanuatu 
and the Solomon Islands, and looks at Irian Jaya and New 
Caledonia, where the indigenous Melanesians' rights and 
traditions are under threat. Jakarta contributor Michael 
Vatikiotis examines Indonesia's diplomacy in the Paci- 
fic, while Robert Keith-Reid in Suva reports on Rabuka's 


6 October declaration of a republic in Fiji. 


Page 18. 


Cover photography by HORIZON/Peter Caine, inset photograph by Leon Schadeberg. 





Page 8 

An outbreak of violence in Lhasa and 
an upsurge of repressed Tibetan 
nationalism appears to have taken the 
Chinese authorities by surprise and 
they have had to struggle to re-estab- 
lish order and dampen more protests. 


Page 17 

Straying from parliament's usual rub- 
ber-stamp role, Indonesian MPs are 
increasingly critical of proposed gov- 
ernment policies. 


Page 33 

Malaysian non-governmental organi- 
sations concerned with many topics 
from democracy to environmental 
protection, offer an alternative to 
party politics which sometimes 
causes irritation for the government. 


Page 37 

Japan reluctantly agrees to buy mod- 
ified US-made warplanes rather than 
going ahead with its own FSX model. 


Page 40 

An Indian intelligence agent is ar- 
rested for passing secrets to the US in 
return for sexual favours. 








South Korea's two opposition Kims 
fail to agree on who will contest the 
presidential election in December. 


Page 50 

The Indian peace-keeping force in Sri 
Lanka comes under pressure as 
ethnic violence escalates and Tamil 
militants carry out revenge killings of 
captive Sri Lankan soldiers. 





Page 48 T 


Page 66 

The volatility of the world's top-per- 
forming stockmarket, Taipei — which 
has climbed 305% this year — raises 
fears of an imminent crash. 


Page 67 

The IMF-World Bank annual meeting 
adopts a more conciliatory attitude 
towards the Third World, and Tokyo 
promises more aid and debt relief. 


Page 77 

Philippine labour unrest may under- 
mine the country's chances for eco- 
nomic recovery. 


Page 78 

Singapore Airlines, despite suffering a 
setback in its bid to increase services 
to Japan, is pressing ahead with ex- 
pansion plans. 


Page 80 

Japan's printing giants, rich enough 
to do their own research and develop- 
ment, are diversifying into the manu- 
facture of electronic products. 


Page 93 

Washington officially urges Hong- 
kong to revalue its currency as the ter- 
ritory unveils a new exchange-rate 
index showing a strengthening dollar. 


Page 94 

The growth of Tokyo's financial mar- 
kets and the rapid influx of foreign 
firms has raised dealers' salaries by 
200% in three years. 


Page 99 

Foreign donors boost support for 
Thailand's small to medium-sized 
rural industries by setting up schemes 
offering cheap financing. 


Page 109 

Jardine Matheson's purchase of a 
20% stake in New York investment 
house Bear Stearns reinforces the 
group's shift to financial services. 
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REGIONAL | 


Tamil stage 
mass su 


Twelve members of the main 


l 


| 


| 


i 
i 


Sri Lanka rebel group, the Lib- | 


eration Tigers of Tamil Eelam 


(LTTE), on 5 October commit- - 
ted suicide on the tarmac of Pa- - 
laly military airfield, headquar- | 


ters of the Indian peacekeeping 
force, by swallowing cyanide 
capsules just before they were 
to be flown to Colombo to face 
murder charges. They were 
among 17 rebels arrested on 3 
October when a naval patrol 
intercepted a machine gun- 
equipped trawler heading to- 
wards Trimcomalee on the 
troubled east coast. Emer- 
gency medical attention 
saved five of the 17 rebels who 
had also swallowed cyanide 
The LTTE responded by 
executing eight government 
soldiers held prisoner in Jaffna 


, 
i 
; 


| 
| 


f 
| 


arrested under tne Printin 
Presses and Publications Act 
for similarly distributing the 


| magazine outside the National 
. Mosque and Kampung- Baru 
. mosque, and later released on 


police bail. The police are also 
investigating a fourth person. 

On 26 and 27 September, 
police made two more ISA ar- 
rests. Kamaluddin Tahir and 


Salleh Omar, whc reportedly : 


claimed to be former Christian 
missionaries, were arrested for 
spreacing false information — 
allegedly giving lectures on the 
success of Christiam missiona 
work among Muslims — whic 
could cause public discrder in 
Malaysia. Suhaini Aznam 


Vanuatu expels 
French 


Vanuatu Prime M nister Wal- 
ter Lint gave French Ambas- 
sador Henri Crepin-Leblond 
seven days from 1 October to 
leave the Pacific is and nation, 
alleging he had interfered in 


and dumping their bodies in| Vanuatu's interna. affairs by | 
the town bus station, followed | giving "substantial finarcial as- | 
by the killing of three police- | sistance” to the opposition 
men, two on the Jaffna penin- Union of Moderate Parties | 
sula and one at Vavuniya south : 


of Jaffna. The suicides are be- 
lieved to be an attempt to whip 
up support in the south Incian 
state of Tamil Nadu while the 
killing of the soldiers is likely to 
enrage Sri Lankan public opin- 
ion. — Manik de Silva 


Burmese authorities 
reopen universities 

The Burmesc Government has 
ordered the reopening of uni- 
versities, colleges and other 
schools on 26 ober. These 
were closed in carly September 
after student riots protesting 
the government's demonetisa- 
tion of higher value bank 
notes, a measure designed to 
counter black-market dealing 
and speculation. The People's 
Assembly on 12 October is ex- 
pected to make a decision on 
refunding the  demonetised 
notes. — M. C. Tun 


Police arrested the Malaysian 
editor of al-Quds, a pro-Ira- 
nian international religious 
magazine, under the Internal 
Security Act (ISA) on 25 Sep- 
tember. Syed Jaafar Alsagoff 
was arrested while distributing 
the magazine — which does not 
have a Malaysian publishing li- 
cence — in the compounc of 
the Masjid Jamek in Kuala 
Lumpur, after Friday prayers. 
Two sons of Syed also were 





(UMP). The UMP, mainly 
supported by French-speakers 
in the former Anglo-French 
condominium, is the main 
rival ef Lini’s larzely Anglo- 
phone and Bisama  (Pid- 
jin) speaking Vanua'aku Party 
in next month's general elec- 
tion. 

Meanwhile, in the neigh- 
bouring French territory 
of New Caledonia, two gen- 
darmes were shot dead on 30 
September as they began iden- 
tity checks in a  Kanak 
(Melanesian) tribal village 
while searching for the alleged 
killer of another gerdarme. 
Later. the Kanak mayor in 
nearby Kone township and 
three other Kanaks were ar- 
rested on charges of refusing to 
help the police. 

— Hamish McDonald 





BUSINESS 


Taiwan renews curb 

on bank liabilities 

Two days after the 1 October 
lifting of a freeze on banks' 
overseas liabibties, the Central 
Bank of Chia (CBC) was 
forced by a resulting forex- 
trading boom and a rising NT 
dollar to restore the freeze. 
Banks had begun snapping up 
forward contracts from export- 
ers and dumping US dollars on 
the spot market, to hedge con- 
tract positions in anticipation 
of the CBC move. Although 
the CBC bought same US 
billion, pushing reserves to a 
record US$68 billion, the local 
unit rose from NT$30.09:US$1 
to NT$29.97:US$1 on 2 Octo- 
ber. — Jonathan Moore 


Indonesia 

with coffee 

The International Coffee Or- 
ganisation’s re-introduction 
of export quotas after a 19- 
month suspension has left 
No. 3 producer Indonesia un- 
satisfied — though it is likely to 
increase world prices. After 
trying to increase its quota 
from 4.51% to nearly 6%, In- 
donesia’s share rose to only 
4.75% for 1987-88 (the global 
quota is 58 million 60-kg bags). 
In January-May 1987, In- 
donesia’s coffee exports fell 
to US$210.6 million from 
US$355.3 million a year ear- 
lier. — Michael Vatikiotis 


Six Conic executives 
found guilty of fraud 
A Hongkong jury has found six 
former executives of the Conic 
group guilty of fraud, following 
a 129-day trial. The six were 
convicted of faking sales and 
accounts records to inflate the 
revenue and financial standing 
of Conic in 1983, with first-half 
results for that year overstated 
by fictitious sales of HK$68.9 
million (US$&.8 million). The 
six were sentenced to prison 
terms of one te four years. 

— Liz Carver 


Thailand's largest contractor, 
the Italthai group, has signed a 
Baht 2 billion (USS77.8 mil- 
lion) contract to build a deep- 
sea port at Laem Chabang, 
after Deputy Prime Minister 
Pichai Rattakul intervened to 
force the signing — hours after 
a last-minute cancellation of 
the ceremony. Bangkok was 





under heavy pressure to review 
the deal after a protest by low 
bidder, the South Korean 
Hyundai group. While officials 
said Hyundai's engineering 
plans were unacceptable, Ital- 
thai — whose partners include 
two major Japanese firms — 
has recently won two other 
major Eastern Seaboard con- 


tracts. . — Paul Handley 


MIM in agreement on 
Porgere share float 
Australia's MIM Holdings has 
reached agreement with Papua 
New Guinea on the flotation of 
its one-third stake in the Por- 
gera gold discovery and other 
gold interests. The float . of 
Highlands Gold could give 
MIM more than A$300 million 
(US$217.4 million) from the 
issue of 40% capital to Papua 
New Guinea investors, MIM 
shareholders and institutions. 
MIM's plans were delayed 
after the scandal over pro- 
fits made by politicians and 
officials in the float of 
Placer Pacific. 

Hamish McDonald 


After-hours trading 

system approved by CME 
Chicago Mercantile Exchange 
(CME) members voted on 6 
October to approve a new 
global futures and options trad- 
ing system in partnership with 
Reuters newsagency. The sys- 
tem, called P (Post/Pre- 
Market Trade), will operate 
daily during the 16 hours when 
the CME is closed, allowing 
CME clearing members and as- 
sociates to trade its currency, 
interest-rate, stock-index and 
agricultural futures. PMT may 
threaten the link between the 
CME and Singapore's Interna- 
tional Monetary Exchange 
(Simex). under which various 
Chicago contracts are traded 
on Simex under CME condi- 
tions. — Anthony Rowley 


There has been a sharp upward 
revision in estimates of 
Brunei's oil and natural-gas re- 
serves, according to the US 
Embassv's annual report. It 
quoted a survey Brunei 
Shell Petroleum (BSP). which 
said proven oil reserves were 
1.6 billion barrels in January 
(vs 934 million a year earlier) 
and natural-gas reserves were 
12 trillion ft? (vs 8.4 trillion 
ft3). BSP is equally owned by 
Royal Dutch Shell and the 
government. 


— A Correspondent 
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TSOBROTHERLY . 
Military analysts in Manila are — - 
- concerned about the souringof .— 
. relations between senior officers in - 





E ~ the Philippine armed forces and the. » 
~ | US Government. Military resentment. 


<- | against the Americans has been . 
|. sharpened by a belief that some US 
=| Embassy officials were connected ` 
| with the 28 August attempted coup. 
| by Col Gregorio Honasan — an — 
=} impression vehemently denied by US 
Ambassador Nicholas Platt, who has 
stressed that Washington threatened 
| acut-off of US aid to the Philippines 
.[. if the coup succeeded. Some military. 
officers were already unhappy = 
because they felt that the US was not 
" supplying them with enough .. 
| equipment, and that which does © 
1 arrive is often old. 






















hina State Construction & 





million) contract to build a big ` 
" irrigation dam in the northern Thai. 
province of Chiang Mai. Chinese ` 





recent years in seeking overseas - 


the largest Peking contract in: 

. Thailand. Financed by Japan's 
Overseas Economic Cooperation ` 
Iso the biggest China has | 
onary yen credit. - 





of armland. CSCEC will go it alone, 
without any partners. - 


OIL FUTURES 


The Singapore International 
Monetary Exchange is extremely 
keen to establish an oil futures 
market, but Tokyo oil traders might 


|I THE WEEK 


.| AFGHANISTAN 
-| Maj-Gen. Najibullah was appointed 
- [| head ot state e0 Sept.). 


to Up to 19 people were reported to have 
-F been killed when about 2,000 Tibetans — in- 
| cluding monks — demanding independence 


- | stoned Chinese police in Lhasa (7 Ocr.). | 
.| Monks were arrested in Tibet as troops. 
mounted roadblocks outside monasteries. | 











after the rioting. Soviet Vice-Foreign Minis- 





-Lhasa to demand the rélease of monks de- 
: ained during the recent protest, it was re- 
ated (6 Oct. M 


firms have become more active in. : 2 E 


is to irrigate some 30,000 ha S 


1 ingi eering Corp. (CSCEC) recently | 
a nearly Baht 1 billion (US$38. 2 


me n i 4 
HB É 
E ? : 
aw o4 4 
Toa ; 


contracts, and the Mae Kuang dam is : " 
T o€B Kwangju and corruption among... 


er Igor Rogachev arrived to attend the 11th .). 
round of normalisation talks (5 Oct.). | ( I Oct. 
Paramilitary .troops arrested about 60 
. Buddhist monks, beating them with cudgels i 
and sticks after an hour-long march into | 


| distance him from President C} " 

1 Doo Hwan and improve his chanc s 

1 of winning the December election. - 

| Since several of Chun's relatives are 
` widely believed to have lined their | 








beat them to it, Rosematy 


Td McFadden, the president ofthe New: 


York Mercantile Exchange 

1 (NYMEX), which operates the - 
world’s most successful oil fúfüresi 
market, has visited both Singapore 
and Tokyo to see which would be the 
better location for trading oil 
contracts. She has given oil traders 
the impression that NYMEX would 
work with whichever financial centre 
set up an oil futures market first. In 
Singapore, the authorities are ready... 
to approve it, though the oil industry — 
has been slow to formulate plans, 
whereas the situation in Tokyo is the 


opposite. 
COMING CLEAN 


Some supporters 
| | of the South  . 

: Korean ruling. 
q= Democratic 
| Justice Party’: s 














EM candidate, Roh 
ANE Tae Woo, are © 
EP urging him to 

$ confront more 
forcefully the two 
knottiest issues 
acing the panty — the legacy of 





senior government officials, Speaking 
out on these, they say, would further. 









pockets, the corruption issue is 
politically explosive. Roh consid 
adding both items to his eight-point 2 
June democratisation proposals, but - 
backed down for fear that he would 
be pushing the pace of reform too fast. 


Fill 
Talks aimed at online the political crisis 
collapsed when. ousted prime minister 
Timoci Bavadra refused to accept a demand 
by coup leader Col Sitiveni Rabuka for con- 
stitutional changes to guarantee Melanesian 
“ruled over the ethnic Indian majority (5 
Oa). Rabuka declared Fiji a repubhe (6 
Oct 


m. 


PAKISTA AN | Ee. 

© US aid to Pakistan was 'suspendéd: ies 

cause of continuing suspicions in Congress. 

and the State Department that Pakistan is 
explod uclear device (/ Oct.). - 






-| 


1 been welcomed in Pakistan. $ 
times. Now officials visiting Europ: 
will be able to make official stopove 


| 
| 
ul 
"i 
Di 
i 





meaningful population data about 30 
_ years ago, outside estimates have 


reported in July that North Korea’s | 


MUSLIM BROTHERS 


.trade and tourism office in Islamab 
' but has refused once again to fully 
recognise the breakaway state — 
supported by Turkey. Ankara has 
. been pressuring Pakistan to recogr 
; the Turkish Cypriot Republic which. 
was unilaterally declared 
"independent" in 1983 following th 
1974 Turkish invasion of Cyprus. 


recognises the breakaway state an 
Pakistan has avoided recognition . 


— | officials were e instructed to avo 


government.” 


















































COUNTING HEADS - 


The population of North Korea is 
among the country's many state _ 
secrets. Since it ceased to publish 


fluctuated widely. Two recent but . . 
little noticed reports indicate the UN. 
estimate of 20.9 million in 1986 need _ 
to be revised downward. A 25 August 
commentary on Radio Peking — 
referred to ^18 million North : 
Koreans,” while in Japan the - 
pro-Pyongyang Chosen Soren i 
group's newspaper Chosen Shimpo - 


population was expected to reach 
19.7 million by 1993, which would - 
support a current population level of 
13 million. 


Pakistan has allowed the “Turkish. 
Republic of North Cyprus" to op 


Turkey i is the only country which. 


though it supports Muslim Turk 
Gypriots. Until recently, Pakistan 








ifinvited by the Denktash 


Gunmen firing from a van killed an Indian 
peácekeeping soldier and wounded another 
in. Trincomalee, it was reported (2 Oct). 
Twelve members of the Tamil Tigers died 
after taking cyanide capsules prior to a flight 
to Colombo to face murder charges, and 11- 
Sri Lankan army and police personnel died: 
in.reprisal RUNDE? by the Tigers (5 Oct. cA ae 


TAIWAN 

An American student was deported fo 
interferring with police action during a diss 
dent demonstration i in May (3 Oct.). 


VIETNAM. 
' President Vo Chi Cong, in a. message 
China's President Li Xiannian, again 
for normalised relations ` between t 
countries (J Oci}. 






‘By Robert Delfs in Lhasa 
D espite signs of a build-up cf Tibetan 
MM nationalism, the Chinese au- 
thorities were clearly unprepared for 
_ what happened in Lhasa on l October 
<= China's. national day. In the most 
serious anti-Chinese disturbance in al- 
most 30 years, at least six Tibetans, in- 
cluding two Buddhist monks, and as 
many as four Chinese, were killed and 
dozens injured in a riot near the 
Jokhang temple, Tibet's holiest shrine. 
Unconfirmed reports have said the 
"death tollis much higher. 

: Although Lhasa was quiet for the 


“from Drepung monastery de- 


1 swiftly by i 
ut 40 of the 80 or so who took part. 
rne monks were beaten with belts, ba- 
ns and rifle butts, witnesses said. — — 
The previous night, police had en- 























norning. 


ituation was out of the control of 
e police, eyewitnesses report. Ihe 





nedia in the wake of the violence. Al- 
though some communications were cut 


| Manacled minorities 


llowing four days, on 6 October there | 


ing the release of those arrested » 
f. This demonstration was dealt - 
^by police who arrested. 


For about an hour on 1 October, the 


hinese showed an unexpected lack of | 
ganisation even in managing the 


. off, journalists already in China were- 





Tibetan flags — whi 
„and chanting slogans. 








able tc reach Tibet relatively easily. 
while. stories, photographs and film 
found their way out. The authorities 
were so obvicusly in disarray that some 
journalists, including this correspon- 


dent, travelled to Lhasa on the same air- 


craft carrying reinforcements of the 
People’s Armed Police (a parami itary 
division of the police). At the height of 
the riot the police were so preoccupied 
they made no- attempts to restrain 
tourists taking photographs. | 

The riot grew out of a demonstration 
by about 35 monks — the second in five 
days — in support of Tibetan demands 
for a returr of independence. The 


monks marched round the square out- 


side the Jokhang temple bearing small 
ch are banned — 





A printed letter in Tibetan, address- 


ed to the UN and dated 29 September, 
| and purporting to have been written by 
| leaders of the three monasteries of Sera, 


Drepung anc Ganden, had been circu- 
lated in Lhasa calling for an indepen- 
dent T bet. | 





-Drepung monks told the REVIEW 


they were aware that the Dalai Lama 
was in the US before their demoastra- 


| tion on 27 September and that tke US- 
House of Representatives in June had 


on ar niet itin 


. dialogue with 
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astsixdiein worstviolencesince1959 — 


few more sacrificial goats to those demanding rei po 
. of military and political — but not economic — ¢ isciplii 





passed a resolution condemning China's 
1950 invasion of Tibet. " 
Some monks. had seen “auspicious 
omens” for the demenstration. One 
claimed that a»rainbow appeared on 
25 September over Drepung and small 
earthquakes were felt in the morning of 
the next day. "The people knew they 
had the blessing of the Dalai Lama.” 


Photographs of the Dalai Lama 
superimposed on the Tibetan flag and - 


copies of the US congressional resolu- 
tion, obtained from the Dalai Lama's 
office in New York, were circulated and 
posted up in Lhasa prior to the 27 Sep- 
tember demonstration. | 


here are conflicting reports as to how 

B the violence on 1 October started. 
British photographer Leon Schadeberg 
reported that he saw monks chasing and 
stoning a Chinese photographer until he 
fell to the ground. The police outside 
the Public Security Bureau opposite the 


temple then clashed with the crowd. He - 


also reported that stones were thrown 
by the crowd before police seized some 
monks and dragged them into the police 
station. Other eyewitnesses claim the 
police action prompted the stone- 
throwing. 

. Witnesses report that monks who 





tried to resist the police were beaten 
with batons as they were taken into the: 


police station along with two Western- 
ers who had photographed the arrests. 
The Westerners were released later after 


t ——MnÜ 









































has been te defuse the threat to his policies from China's 

armed forces. One of the few governmental positions Deng 
has taken care to retain has been the chairmanship of the 
military commission — a post he has used to make large cuts 
in the ranks of the military and the militia, to purge blimpish 
senior officers and to implement judicious postings to pre- 
vent the emergence of regional satrapies. The re-opening of a 
oscow also helped the military to accept both 
the low prierity given to defence in the Four Modernisations 
and the loss of political prestige suffered by forces who once 
had been the main bearers of the banners of Maoism. : 





"their film was confiscated. 

Members of the crowd, 
estimated at 2-3,000, 
started stoning police 
cameramen on top of 
police vehicles and build- 
ings, according to eyewit- 
nesses. A police video 
cameraman was felled bya 
rock, to the cheers of the 
crowd. 

A uniformed member 
of the People’s Armed 
Police — one of three 
armed with AK47 rifles — 
who approached the 
police station from the 
square in front of the tem- 
pres was hit bY a stone and 

elled. His rifle was picked 
up by a child and carried 
back into the crowd and 
smashed on the ground, 
witnesses said. 

The injured policemen were dragged 
into the station under a hail of stones 
and people began overturning the eight 
vehicles outside the police station. Fuel 
from one jeep was ignited by a child 
with matches and all eight vehicles were 
set ablaze. A motorcycle leaning against 
a door was set ablaze and a group of 
monks broke the door down and en- 
tered the police station. As the fire 
spread through the building, 20 monks 
escaped through side windows and four 
through the burning door. 

The crowd started breaking up the 
road, using bare hands or any tool which 
came to hand to dig out the cobble 
stones, which were carried to the front 
of the crowd and piled up in the road 
ready for those throwing them. Police 
on top of the station and adjoining 
buildings started firing pistols into the 
crowd, witnesses said. Schadeberg re- 
ported seeing a plainclothes policeman, 
who was being chased and stoned, pull- 
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ing his pistol and firing wildly at the 
crowd. 

Fire engines attempting to approach 
the fire turned back and were stoned 
and another jeep was overturned and 
burned. Several Chinese by-standers 
were stoned in the square. "It was a 
total race riot," one witness said. 

At noon, an older monk entered the 
burning police station. Younger monks 
followed him in and later carried him 
out, his body burned, just before the 
roof of the building collapsed. 


A’ American tourist attempting to aid 
a woman shot in the leg was grabbed 
by Tibetans who pulled him to where a 
15- or 16-year-old youth lay bleeding 
from a wound in the neck. “Take pic- 
ture, take picture, " the Tibetans cried 
as the youth died. 

They then placed the body on a table 
from a market stall and carried it into 
the square, where the crowd had re- 


treated back from a police 
line at the western end. 
Bearing the corpse of the 
slain youth before them, 
the crowd surged forward 
and the police retreated 
several hundred metres. 
While another truck was 
overturned and burned, 
the youth’s body was 
placed on a traffic island. 

The two monks known 
to have been killed were 
both shot in the head. 
They were identified as 
Gyegye, aged 23, a Lama 
from the Sera monastery 
on the northern outskirts 
of Lhasa, and Ghase, 19, 
from the Nechung temple, 
west of the capital. Both 
were from the village 
of Mejhu Gonga, other 
monks said. 

The identities of the other four 
casualties, including a six-or-seven- 
year-old child remain unknown. 

Official news media have said the 
riot was "instigated and engineered by 
the Dalai separatist clique" to support 
the Dalai Lama in his "criminal ac- 
tivities abroad to split the motherland.” 

The demonstration on 27 September 
was carried out by monks from the Dre- 
pung Monastery, while that on 1 Oc- 
tober was organised by those from Sera, 
which suggests some organisation did 
take place. But a young monk at Sera, 
with an untended gunshot wound, de- 
nied that the violence had been plan- 
ned. 

“We have been independent since 27 
September,” an elderly Drepung monk 
told the REVIEW. “We have been plan- 
ning this since 1959” — the year the 
Dalai Lama and 80,000 followers fled 
into exile in India. 

Of the 35 Sera monks believed to 





Peking’s instinctive reaction to the Tibetan independence 
demonstrations was the classic knee-jerk response of a colo- 
nial power: send in more policemen and troops to restore law 
and order, while limiting visitors and closing the frontier with 
Nepal. But a return to the vicious oppression of Tibet which 
characterised China’s occupation until seven years ago 
hardly provides a long-term answer. 


hina’s propagandists found many sympathetic listeners 
aur the 1950s and 1960s as they painted a completely 
mendacious of the joy with which Tibetan serfs had 
welcomed “liberation.” Their audience was largely credulous 
because the picture the propagandists painted of the pove 
and cruelty of average Tibetan life mide die Buddhist aed 
cracy prior to the Chinese invasion of 1950 was largely true. 
It is a measure of the depth of China's failure in Tibet over 
37 years of occupation that today the monks, and images of 
the exiled Dalai Lama, can still exercise such a pow in- 
fluence. That strength — and the impact it will have on other 
so-called *autonomous" minorities in China — is a political 
fact of life which the pragmatic leaders of China will have to 
come to terms with in the longer term. Once again, Deng has 
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already prepared the way, by promulgating the concept of 
"one country, two systems" designed to facilitate the absorp- 
tion of Hongkong and. Peking hopes, eventually Taiwan. 

A theory which paves the way for capitalism on Chinese 
soil will need little adjustment to allow for real autonomy for 
Tibetan Buddhism, or Uighur Islam, and so on. The theoret- 
ical mechanism is in place for the emergence of a Tibet to 
which the Dalai Lama could return. 

But if China's military men, the more chauvinist hardlin- 
ers and the public-security apparatus fail to implement such 
longer-term solutions, then Tibet's future is . The rest of 
the world would have to draw its conclusions, from those in 
Washington who hurriedly reiterated their acceptance of 
Tibet as a sovereign part of China (forgetful that the US itself 
was born in revolution against colonial oppression), to 
those in Southeast Asia who regard China's chauvinism with 
anxiety, and to those in H ong and Taiwan, whose fu- 
tures are largely tied up with the sincerity of China's new in- 
ternationalism. If Tibetan independence is to be suppressed, 
the world must conclude that Peking has changed little since 
imperial times and that China, like all centrally controlled 
empires, faces inevitable dissolution. — Derek Davies 










































































1 ‘remain unaccounted for: 

inded, at least two by gunfire. 

Public security officers entered Sera 
on the night of 3 October and ar- 

sted five more monks for alleged 

involvement in the riot. A road 








monastery, and plainclothes police 
are guarding the grounds, 


Was possible to cycle there from 


: m A vice-minister of public security ar- 
rived in Lhasa from Peking during the 
weekend of 3-4 October and additional 
units of the People’s Armed Police have 
been sent to. the Tibetan capital, 
Chinese sources say. Travellers report 
t bus services to other cities in Tibet 
remain. suspended. (Reports from Pe- 
ig say the border with Nepal was 
osed to. prevent exiled Tibetans re- 
ing to join the protesters.) 
khang, in the centre of Lhasa's 
in district; remained open as of 4 


le, ritually circling the building 
se e prostrating themselves 
step. 
: porary police station and pub- 
arity office were set up in a former 
uilding on the square in front cf 
okhang temple on 5 October, and 
speakers harangued pilgrims and 
sts with denunciations of the Dalai 
and warnings that foreigners are 








disturbances. 


By Nayan Chanda in Washington 


eagan administration officials are 
E tconcerned that. strong words By 
Tibet coming from the US Co 
which. it no longer controls, coul lead 
< to serious problems in Sino-American 
relations. 

..- While the State Department has reit- 
erated its stand that Tibet is an integral 
part. of China, some senior congres- 


anger Peking, have written to Chinese 
2 Premier. Zhao Ziyang urging him to re- 
s vely to a proposal by the 
alai Lama for a “peace zene" in Tibet. 
-On 6 October, the US Senate passed 
| bill by a 98:0 vote that goes even 
urther than a similar bill passed by the 
House of Representatives in June. | 
ate bill not only condemns ab | 
e human-rights violations | 
passed into law, would 
Reagan to determine. 
ing in good faith. 
















e Pilgrims continue to visit the 


sional leaders, in a move that is sure to- 





monks from Sera were | 


block has been set up 1 km from the | 
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; People’ s Republic of 
le's Liberation Army on | 
7 October 1950 but dates back several 





Hos is act merely the making of 
Tibet's forceful incorporation into the 

i China by the inva- 
sion of the Peop 


centuries. 
Earlv 18th century: Tibet was con- 
uered by the Manchu Qing dynasty 
(1644- 1911) after nearly 1,000 years of 
intermittent hostilities. Their aim in 
taking Tibet was to control the Dalai 
Lama who hac become the spiritual and 
politica! leader of not only the Tibetans 
but also of the warring Mongol bands 
which threatened Peking and who had 
embraced Lamaism. 

Late 19th century: Tibet became a 
sideshow in the “Great Game,” the 
rivalry between Britain and Tzarist Rus- 
sia for influence in south-central Asia. 

191%: The Qing dynasty sent in its 
army. to reassert control, but China’s 
1911 nationalist revolution led to the 
collapse of its control. 

1913: The Dalai Lama declared 
Tibet independent, inaugurating nearly 
four decades of stable government free 
of foreign interference. 

1950: After the PLA invasion, repre- 
sentatives of the Dalai Lama went to Pe- 
king in early 1951 where they signed a 


-17-point incorporation agreement. This | 


allowec the FLA to remain and Tibet 
relinquished defence and foreign rela- 


congress te kes a hand 


enate vote on Tibet could upset Sino-US relations 


and in a timely manner” in resolving 
human-rights issues in Tibet, while 
notifying the Congress about any future 


sale of defence articles or services to 


China. 

. Since early this year, when a Visit to 
the US by the Dalai Lama was planned, 
the Office of Tibet, a New York-based 
Tibetan exile organisation, has been 
lobbying fer support. Several friends 


and admirers of the Dalai Lama in the 


Congress introduced the House bill con- 
demning alleged Chinese human-rights 
violations in Tibet. 

. China condemned the resolution as 
interference in its internal affairs. 

On 18 September, the Chinese Em- 
bassy in Washington, concerned over 
the visit, warned the US Government 
‘not to permit the Dalai Lama to make 
political statements during his stay. 
However, addressing the congressional 
Human Ri 








ostility between Tibetans and Chi- x 
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Caucus on 21 Sep- 












tions to Peking. The Dala: Lama and his 
government never FOrmasy ratified the 
agreement. 

1959: After several years of growing 

position, mass meetings in Lhasa in 
March 1959 called on China to quit 
Tibet and a large-scale -uprising fol- 
lowed that finally led to the Dalai Lama 
fleeing to India. As many as. 150,000 
PLA troops moved against the Tibe- 
tans, and Chinese sources say 87,000 
Tibetans died. : 

Cultural Revolution (1966-76): Ex- 
treme attacks were launched on Tibetan 
culture and religion. The Red Guards 


 ransacked sacred sites. Only a few of 


more than 6,000 temples, monastaries 
and historical buildings escaped de- 
struction. Tibetans were the target of 
the "Destroy the Four Olds" campaign 
— against old ideas, cuiture, customs 
and habits. 

Post-1980: China has admitted to 


making grievous mistakes in Tibet and. 


has endeavoured to make amends, 
bringing more Tibetans into local gov- 
ernment, beginning the restoration of a 


few temples and opening up the region 


to foreign tourism. Efforts were made 
to improve living standards along with 
overtures to the Dalai. Lama i in exile to 
bring about à rapprochement. But 





claims persist of “leftist” discrimination 
against Tibetans by Han Cuneo offi- 
: 


cials. 


tember, the Dalai Lama presented a 





five-point proposal that seem to » presage =f 


a call for independence. 


Radio Lhasa reported that on 24 | 


September. two. Tibetans were sen- 
tenced to death on charges of murder. 
On 23 September, 26 bipartisan con- 
gressmen sent the letter to Zhao. On 27 
September came the first demonstra- 
tion in Lhasa. 

Official analysis and congressional 
sources are divided on the causal re- 
lationship between the events in Tibet 
and Tibet-related actions in the US. 
Some congressmen charged in a state- 
ment that the “Chinese actions [the 
execution and imprisonment of Tibe- 
tans] were in response ti: the announce- 


ment of a peace plan by the Dalai 


Lama." 

But State Department and. some 
congressional analysts pointed out that 
every year, before China's. National 
Day on 1 Octeber, criminals are 
routinely executed all | over the country. 
Some suggest that it is not the Chinese 
but the Tibetan action, both in the US 
and. in Lhasa that appeared coordi- 
nated, a suggest 

















stion strongly denied by de 
- the Office ot T ibet. - eo. = 
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"THE POPE COULD NOT REFRAIN 
FROM PRAISING IT GREATLY.” 


Benvenuto Cellini was the master goldsmith of the 16th century. He led the Italian 
Renaissance by perfecting new methods of engraving, of casting metal and setting precious 


stones. His obsession with perfection in every detail of his work, from a statue im 
to a book, both astonished and delighted the kings, princes and Popes who W 
were his patrons. ROLEX 


To reflect that skill and craftsmanship of an uncommon order, Rolex 
have created the Cellini Collection of gold and jewelled watches. 


The watch illustrated left is Model 4324, 
in 18ct. gold, with walnut dial. 
It is shown actual size. 
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s The one real certainty about foreign 

ange is the perpetual uncertainty. In fact, its 
(C | probably the fastest moving and most competitive 

financial market of all. 

: Every day, around the 

clock and around the world, things 
are happening and news items are 
breaking that are going to have a 





direct impact on at least one of the 
currencies you do business in. 
Up or down, big or small, any 
* market movement is likely to happen fast. 

And if its against you, 
you d better be close to a telephone, 
| because time will be against you too. 

Thats why wasting it by 
shopping around for rates is very 








often the last thing you can afford to do. 
| Instead, you call Chase. 
| With dealing rooms in 45 trading 
tions, we do business 24 hours a day. 
ae So when London, for example, makes 
an move that New York, Hong Kong and Tokyo will 
— react to, were in all places at once, 
ready to gauge the reaction and 
anticipate the next move. 
enema | Its then that Chase's 

| - superior technology and global expertise really 
vw come to the fore. 






Our dealing rooms are 
most advanced systems in the banking 
that the very latest information is alwa Si 
fingertips. E 

As a result, we're able to track d 
the best buy and quote competitively wherever 
the laws of supply and demand are working | | 
your favor. Sm | 

Chase is able to offer you other. 
advantages too. | | D 

Such as the fact that we deal acro 
the board, not only in all major cnendis 
less actively traded currencies as well. 

Plus we also provide a e 
range of supporting services. 

What it all boils down to is t 

The global banking capabilities 
advanced technology and speed of respor 
which set Chase apart from other financii ial 
institutions, also give us a superior grip on t 
foreign exchange market. 

And our foreign exchange tradi 
volume gives us a giant foothold right where 
needed — in the middle of the action, not u 
on the periphery — and the trading presence to 
guarantee consistently competitive prices, 


. When you have all that, who nes 
to shop around? 
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New Jersey A State For All Nations. 


BRITISH PASSPORT 


UNITED KINGDOM 
AND NORTHERN IRELAND 


BUNDESREPUBLIK 


Communauté Européenne 
République Française 


DEUTSCHLAND 


REISEPASS 


PASSPORT 
PASSEPORT 


REPUBBLICA ITALIANA 


SVERIGE 


PASSEPORI 


SUÈDE SWEDEN SCHWEDEN 


PASSAPORTO 


REPUBLICA FEDERATIVA 
DO BRASIL 


REPUBLIC 


When you move your international 
business to New Jersey, you wont feel alone 
We've already attracted more than a 


thousand firms from forty countries. Includ- 


ing Samsung, Siemens, Jaguar, Panasonic, 
and Ciba-Geigy 

The reasons are compelling. 

Companies that locate in New Jersey 
have easy access to the greatest concen- 
tration of banking and financial resources in 
the world 

Easy access to an integrated transpor- 
tation system that can put their products 


OF KOREA 


within overnight reach of 40% of the 
population 

And easy access to a State government 
dedicated to fostering world trade. 

New Jersey is also an ideal place to 
live. Our international communities reflect 
the rich heritage of many countries. Anc 
you'll also enjoy the many cultural, enter- 
tainment and recreational facilities for which 
New Jersey is famous 

To find out more about the advantages 
of locating in this cosmopolitan state, phone 
(201) 648-3518. Or write Mrs. Ming Hsu, 


nation's 





Governor's Special Trade Representative and 
Director, New Jersey Division of Interna- 
tional Trade, 744 Broad Street, Suite 1709, 
Newark, NJ 07102. Telex: 178089-NJDIT 
You'll learn why businesses from the 
four corners of the earth put down roots 
in the Garden State 
And flourish 


NEW JERSEY 


International Trade 
A Division of the Department of Commerce 
& Economic Development 
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Air transport is changing agrowing demand for air- versions, holding from 46 
by the day. A truth that craft that combine versat- to 74 seats, the ATR 42 
major companies are only ility with competitiveness, and 72 Turboprop are the, 














too aware of. speed with comfort, high- best 

Every day, tech with productivity. 7 an- 
millions of EE Th 4 [M  swer to 
people, ager, . —N = | ge the requir- 
tons —— me E S - ements 
of car- UA ^N t oe = of mo- 
go and vast amounts dern air transport. 
of information have to ATR family was designed No wonder then so ma- 


reach their worldwide to fuläll these needs. With ny companies throughout 
destinations in the short- passenger, cargo and combi the world have made ATR 
est possible time. their choice. 


By air. D NI? For information, contact: 
Be it Europe, the U.S.A., | ATR Marketing Depart- 


the Orient, Africa, Australia Avions de Transport Régional ment, 37 Blvd de Montmo- 
or South America, thereis | TIMEISONOUR SIDE, | rency, 75016 Paris, France. 
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No more a rubber stamp? 


Younger MPs are more critical of government policies 


By Michael Vatikiotis in Jakarta 


he convening on | October of In- 

donesia’s two parliamentary bodies, 
the People’s Consultative Assembly 
and the House of Representatives, has 
been viewed here from two sharply con- 
trasting perspectives. 

On the one hand there are those who 
continue to see the country’s parliament 
as little more than a rubber stamp by 
which the governments executive 
branch endorses its policies. For exam- 
ple, not one of the ri pees passed during 
the last session (1982-87) were initiated 
by the parliament. 

On the other hand, there is a growing 
chorus of opinion which considers the 
working body of 500 members in the 
House as an increasingly effective 
sounding board on matters of policy, 
voicing at times cogent criticisms of the 
government. 

Either way, the fact is that after the 
elections last April, the assembling of 
the new parliament is, on the rather li- 
mited Indonesian political calendar, the 
next big event. 

Certainly judging by the wide press 
coverage given to the new parliament 
here, Indonesians have been subjected 
to a rare feast of political debate. But 
the government seems to give more li- 
cence during periods of planned politi- 
cal activity — swiftly becoming more 
sensitive once the ceremonies are over. 

In essence, the whole exercise has a 
single objective: namely the election of 
the president in March 1988. The body 
of 1,000 members newly installed in 
the People’s Consultative Assembly will 
sit only three times: once at its installa- 
tion, again in January to pass the budget 
and then at the beginning of March 1988 
to elect the president. 

Between now and March, various 
committees will meet to discuss the 
Broad Outlines of State Policy, the 

idelines of state policy for the next 

ive years which have already been 
drawn up by a committee of nine under 
the chairmanship of Cabinet Secretary 
Moerdiono. Critics argue that since the 
state guidelines have already been writ- 
ten and the re-election of President 
Suharto to another five-year term seems 
inevitable, what can parliament possi- 
bly do to alter the scheme of things. 

Debate has focused on two themes 
which reflect a change in the way parlia- 
ment has operated in the past. First, the 

| extent to which the House should and 
can influence government policies and, 
secondly, the role played by the armed 
forces (Abri), who have increased the 
number of appointed seats they hold in 
the House from 75 to 100. 


LL AR EASTERN ECONOMIC REVIEW e 15 OCTOBER 1987 


Observers agree that members of 
parliament were voicing frequent and 
often surprisingly sharp criticisms of 
government policies towards the end of 
the last session. There were calls for the 
government to increase the pace of de- 
regulation of the economy and, in July. 
Information Minister Harmoko was 
asked by MPs if he was misleading the 
population by closing down the daily 
Prioritas while at the same time claim- 
ing the government was not cracking 
down on the press. 

The government-sponsored lottery 
has also come under heavy fire from 
MPs for its alleged corrupting impact on 
the population, and it was the House 
which some say persuaded the govern- 
ment to place the scheme under review, 
though it has not been 
scrapped. 

Much of the impetus 
for this activity has come 
from various House com- 
mittees. Rusli Desa, an 
outgoing MP from the 
ruling Golkar political 
grouping who sat on 

ommittee 1 for Defence 
and Political Affairs, told 
the REVIEW that House 
members "should be 
more vocal and dyna- 
mic." In his view, House 
members have for too 
long been fearful of 
their “superiors,” while 
they should be afraid of 
the people who elected 
them. 


Bue Magenda, à 
professor of social 
science at the University 
of Indonesia, said: "Because day to day 
the public are becoming more critical, 
the demand for an effective legislative 
institution is becoming stronger." But 
while there have been calls by some MPs 
to bolster the committees with panels of 
experts in an effort to sharpen their 
role, there is precious little evidence to 
-— the view that the House can 
effectively censure government actions. 

One area where change is occurring, 
however, is within the armed forces fac- 
tion. Not only has the number of seats 
alotted to Abri increased from 75 to 
100, but 28 former Abri MPs have 
moved to the government-sponsored 
Golkar faction. Also significant is that 
8095 of the Abri faction in the new 
House is composed of active officers — 
mostly colonels — compared with 40% 
in the last session. 





| oriented United Development Party is 
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The presence of active officers in | 
greater numbers may simply reflect the | | 
impact of a recently completed Abri f 
reorganisation. This left a surplus of |. 
middle-ranking officers who, it is said, — 
have been placed in political posi- 
tions. 

But it has also been mooted that 
Abri is anxious to enhance its role in 
litical affairs. In recent weeks, 
from the Abri faction have been outspo- — 
ken on a number of particularly sensi- - 
tive issues, ranging from corruption in 
government to the question of village- _ 
level democracy. In an address to mili- 
tary members of the House on 21 Sep- 
tember, armed forces commander Gen. 
Benny Murdani said the Abri faction - 
"should be a strong faction, not in order - 
to dictate its own will, but to lead and 
build opinion." Ec 

This implies that the military is not 
present in parliament solely to protect _ 
its own interests, but also to participate |. 
in government. The fact that all new | 
Abri members spent two months in an | 
orientation course in Bandung would | 
suggest they are being trained to play 
iei than a perfunctory | 
role. «c 

It is always difficult to | 
speak with any certainty | 
about Abri thinking, but 
it would seem that the 
armed forces are invest- 
ing in the House as a de- 
veloping institution. They | - 
do not wish to see it be- |. 
come too fractious in the 
interests of stability, but 
equally they want to en- 
sure that it plays a signifi- | 
cant role in formulating 
state policy. ; 

Military sources de- 
scribe this strategy as a 
reinforcement of the 
“dual-function” doctrine 
in the purest sense. By | - 
this means, they say, |. 
the new generation of 
younger officers can be 
given political MM 
and, at the same time, ensure that Abri 
concerns will be reflected in debates 
preceding the crucial People's Consul- 
tative Assembly session in March. 

Where then does this leave the politi- 
cal parties? With its 73% majority atthe |- 
last elections, Golkar has garnered 299 | 
seats in the new House. The Muslim- 
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reduced to 61 from 94 and the Indone- 
sian Democratic Party (PDI), which at- 
tracted attention in April because of the 
support it drew from young first-time 
voters, is up from 24 to 40. 

Nico Darvanto of the PDI told the 
REVIEW that his party's supporters were 
now waiting to see what the PDI could 
do in the House. But it is difficult to en- 
visage either of the non-government 
parties articulating interests too far re- — 
moved from the mainstream. B 
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Fiji’s coup stirs fellow-Melanesians’ fears 
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Matters of survival 





By Hamish McDonald in Sydney 
"MEE Analysed as a trage- 
TE EGR dy of constitutional 
democracy in Fiji 
itself, Col  Sitive- | 
ni Rabuka’s military 
takeover is stir- 
ring grievances right 
P A through the South 
Pacific — particularly among Fiji's 
Melanesian ote nations. Although 


carried out from highly conservative 
motives, it has shot a gaping hole 
through the region's pro-Western e 
lomatic framework set up by the with- 
drawing colonial powers. 
Sentiment in the three other inde- 
ndent Melanesian states — Papua 
ew Guinea (PNG), Solomon Islands 
and Vanuatu — has been strongly in 
sympathy with Rabuka's objectives of 
firmly installing indigenous Fijians as 
masters in their own land, however 
alarming the spectacle of a military coup 
might have been. 3 
Melanesians are making a defiant 
stand in the face of what some see as the 
danger of their eventual annihilation as 
separate peoples under pressure from 
more powerful forces. There are only 
some 5 million Melanesians spread 
among six nations. In Fiji and New 
Caledonia, they are alrodi a minori- 
ty. In PNG, though being in the vast 
majority they worry about their long- 
term independence and identity in the 
shadow of Indonesia, seeing in neigh- 
bouring Irian Jaya the same intrusion 


- of non-Melanesians which the British 


brought about in Fiji. The Solomons 
and Vanuatu, as small island states, 
are even more dependent on non- 
Melanesian money and expertise to be 
anything but highly sensitive to out- 
siders. In short, a rich and diverse 
but numerically tiny group of Black 
people (Melanesia is a Greek word 
meaning “black islands”) is responding 
to fear. 

The slowness of the other Melane- 
sian governments to comment officially 
on Rabuka’s two coups shows a struggle 
between heart and mind on the part of 
their leaders. Policy statements have 
tended to express sympathy with 
Rabuka's aims, if not his methods, and 
to urge foreign countries not to inter- 
vene in Fiji's affairs. 

However, the Melanesian image of 
the ethnic Fijians — 46% of their coun- 
try's population — rising up to protect 
their land and culture against the econo- 
mic grip and political manipulations of 
the more numerous Indo-Fijians, is 


18 





tempered among those more familiar 
with Fiji 

Timoci Bavadra, former prime 
minister oustec in Rabuka's first coup in 
May, wes also a Melanesian. Bavadra 
was known and liked in the Solomons, 
where he had worked as a doctor for five 
years. The liberationist-minded Van- 
uatu Government of Prime Minister 
Walter Lini sees the Indian presence as 
a problem created by colonialism. On 
the other hanc, it clearly had empathy 
with the neutralist, anti-nuclear foreign 
policy leanings of Bavadra's Indian- 
dominated government — which 
Rabuka cited as one reason for his first 
coup. 


A as Solomon Islands Broadcast- 
ing Corp news editor Johnson 
Honimae said. “for a long time the Fi- 
jans have not been looking on them- 
selves as a Melanesian race." Although 
of Melanesian stock, the Fijians were in 
fused with Polvnesian blood and culture 
by Tongan invasions from the east be- 
fore the European arrival. This pro- 
duced a highly developed hierarchy of 
hereditary chiefs that continued as a 
leadership caste under British rule, 
which had many elements of a protecto- 
rate. By contrast, the Melanesian style 
of leade^ship is the self-made “big man." 

The Fijian component of Bavadra's 








electoral support came in large part 
from the more Melanesian regions in 
Fiji’s western districts where the system 
of chiefs had never been verv strong. 
Bavadra, a Fijian “commoner,” also 

ained votes among urban Fijians who 

ad drifted diary tect traditional au- 
thority. Rabuka’s coup thus has 
another, reactionary side — restoring 
the chiefs — which the Melanesian 
countries would hardly favour if they 
cared to examine it closely. In addition, 
the existing 1970 constitution. while it 
did not guarantee the Fijians power in 
perpetuity, greatly entrenched their 
rights. Demographic trends also 
showed the Fijian proportion of the 
population to be rising. 

Yet, to greater or lesser degree, the 
Melanesians see themselves in the Fi- 
jian situation as portrayed by Rabuka: 
threatened or kept down by a foreign 
presence introduced or left behind by 
colonial rule — though only in two parts 
of the Melanesian world do outsiders 
threaten to overwhelm indigenous peo- 
ple by sheer weight of numbers. 

In the French territory of New 
Caledonia, the ethnic Melanesian 
Kanaks comprise only 43% of the 
146,000 residents. Where PNG, the Sol- 
omons and Vanuatu have particularly 
virulent strains of malaria, New 
Caledonia has a healthy climate that en- 
couraged white settlement. The dis- 
eases introduced by Europeans sharply 
cut the native population, as happened 
elsewhere in the Pacific and Australia. 
In the 1960s immigration was deliber- 
ately fostered by France to overwhelm 
the foreseen awakening of an indepen- 
dence movement among the Kanaks. 

In the Indonesian province of Inan 
Jaya, internal migration from other 
parts of Indonesia nas been sharply re- 
ducing the Melanesian majority, from 
more than 96% in 1971 to pe 80% 
now. Plans to bring in 750,000 “transmi- 
grants” were part of Jakarta’s current 
five-year plan to March 1989, which 
would have brought the Melanesian 
proportion down below 60% had it been 
realised. In addition, the flow of “spon- 
taneous” migrants — mostly traders 
from Sulawesi — would no doubt have 
been stepped up. Lack of domestic 
funds (because of low oil prices) and op- 
position among aid donors (because of 
the likely impact on the local people and 
environment) have produced a pause in 
transmigration, and perhaps a rethink. 

Both the French and the Indonesians 
deny that their rule is colonial. The 
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French affirm that New Caledonia is 

art of France, and that the Kanaks are 
ree French citizens. The Indonesians 
have of course argued since 1945 that as 
part of the former Dutch East Indies the 
western half of New Guinea belongs 
with the independent successor state. 
Any separatist feelings are a vestige of 
the local elite the Dutch fostered when 
they clung onto the territory from 1949- 
63 to frustrate true decolonisation. 

Both powers claim to have a “civilis- 
ing mission" with their presence offer- 
ing local people wider horizons. New 
Caledonia is a beacon of French en- 
lightenment in the English and Pidjin- 
speaking Pacific. Indonesian officials 
such as Foreign Minister Mochtar 
Kusumaatmadja have countered propo- 
nents of Irian Jaya's Melanesian culture 
with criticism that they wanted to keep 
the province as a “human zoo." 

In neither territory do the Melane- 
sians have the capacity to do what 
Rabuka has done, of course. Frac- 
tured by geography and ethnic 
differences, the insurgent Free 
Papua Movement in Irian Jaya has 
been little more than a nuisance 
against a none-too-large Indone- 
sian garrison force. It has been 
unable to translate widespread 
sympathy among the Melanesians 
into concerted political or gueril- 
la action. On the other hand, 
the Indonesians cannot wipe it 
out. 

In New Caledonia, the lack of 
a border sanctuary and the rela- 
tive size of the French security 
force — at times one soldier or 
policeman for every eight Kanaks 
— has been so overwhelming as 
to make armed rebellion unthink- 
able. In the closest approach to 
independence by Paris, the aban- 
doned plan put by former high 
commissioner Edgard Pisani in 
1985, the French would have re- 
tained control of defence and 
security. 

The positions of the Melanesians in 
Irian Jaya and New Caledonia are infi- 
nitely more desperate than that of the 
Fijians. Cultural extinction is a proba- 
bility rather than a possibility. The 
Kanaks had already lost all but about 
10% of New Caledonia’s main island b 
1902. The Irian Jayans face losing muc 
of their traditional land, as Jakarta does 
not recognise traditional ownership sys- 
tems. 

In the three independent states, the 
fellow feeling with Fiji derives from the 
widespread perception that expatriates 
are pulling the economic strings, and 
keeping local people from taking their 
place in the top jobs and business open- 
ings. For example, calling Rabuka’s 
latest coup a “timely warning,” one 
PNG member of parliament, Jim Yer 
Wim, said: “Political leaders who con- 
spire with aliens . . . to deny ethnic 
Papua New Guineans their inherent 
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rights over land and resources must also 
be aware of a growing sense of hatred 
and bitterness among unemployed 
Papua New Guineans and land resource 
owners." 

PNG has perhaps 40,000 foreign res- 
idents and naturalised citizens. Those 
who have settled include many Austra- 
lians — planters, professionals and busi- 
nessmen — who came before inde- 
pendence, and a smaller number of 
Chinese, PORE along the North 
Coast and eastern islands. Two newer 
groups have been causing some friction. 

ome of the numerous Indians and Sri 
Lankans in civil service and professional 
jobs are said to be dragging their feet on 
training local successors. And Filipino 
artisans have moved into small-scale 
trading and catering, in breach of 
foreign-investment controls. 

In the Solomons, the 400 or so 
Chinese dominate commerce in the 
towns. Several thousand Gilbert Island- 
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ers of Micronesian race, brought in by 
the British during the 1950s from what is 
now Kiribati, tend to be seen as another 
more “commercial” race, forming links 
with the Chinese ahead of the Solomon 
Islanders. A committee now reviewing 
the constitution has received many sub- 
missions for a tightening of citizenship 
and land ownership laws. 

Unlike PNG and the Solomons 
(which have their own “human zoo" 
ambivalence resulting from years of an- 
thropological scrutiny), Vanuatu has a 
tourism and tax haven-oriented econ- 
omy, which ostensibly should make it 
more relaxed about its alien minority. 
But its politics have a closed, secretive 
air — with anti-colonial and often anti- 
Western rhetoric to the fore. 

Aside from internal domination, all 
the Melanesian states have a keen sense 
of external vulnerability to the depreda- 
tions of foreign interests, heightened in 


MELANESIAN MISCELLANY 


recent years by the way in which the US 
and Japanese governments have let 
their fishing fleets operate in Pacific 
offshore zones. 


onceivably, Rabuka could light 
many xenophobic fires throughout. 
Melanesia. Even before his takeover, 
the Bavadra election win over the more 
"Polynesian" Ratu Sir Kamisese Mara 
in the April elections seemed likely to 


bring Fiji closer to the Melanesian 
group within the 15-nation South Pacific. _ 


* 
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Forum. This group, known as the |- 


“Melanesian Spearhead,” was formed. 
in July 1986, after five or six years' urg- 
ing by individual politicians. Rabuka, if 
he retains his grip, might find it his only 
friend for some time. 

However, the inclinations of Ra- 
buka’s power group — deference to 


the chiefs, and professional respect for — i 
the US and French military — make it | - 


unlikely that Fiji would come very close 
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to the Melanesian Spearhead. And 
Fiji's temporary absence from the South 


Pacific Forum and the Commonwealth 
Heads of Government meetings could 
give more of the floor to the Melane- 


Source: Census data and projections. Figures are approximate. — 
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sians. This may be followed by a long- — 


term rundown in the regional influ- 
ence of Fiji itself. 
This could parallel an economic de- 


cline, suggests development economist . 


Brian Brogan of the Australian Na- 
tional University. As with Sri Lanka, 
the long-range jet has reduced Fiji's 
geographic importance. Its dynamism, 
from the range of professional skills in 
the Indian community, and the Univer- 
sity of the South Pacific, could slow 
down. 

One perhaps unreal scenario could 
see Fiji becoming an 
militarised state — already Rabuka has 
expanded the number of troops on ac- 
tive service from 2,500 to 6,000 — and 


increasingly — 












— | taking on a regional security role. At 
Ej ut. the Fijian army is the only 
highly professional and disciplined mili- 
—] tary force in the South Pacific (aside 
| from the French, the Australians and 
— | New Zealanders). It would be question- 
— | able whether standards could be main- 
| tained — with a straitened local econ- 
_ | omy and possibly fewer peace-keeping 
— | invitations. 
i The immediate impact of Rabuka's 
| coups on Melanesian consciousness is 
_ | worrying enough for some older lead- 
_ | ers. After the second coup, former PNG 
i : prime minister (and now oppostion 
| leader) Michael Somare said the 
| Melanesian Spearhead's sub-regional 
i. identity was based on a feeling that was 
-| "anti-Australisn, anti-New Zealand, 
anti-US, anti-everyone.” Opposition 
—1 backbencher Ben Sabomai, a former 
| deputy head cf PNG's Department of 
— | Foreign Affairs and Trade, also con- 
-demned the “line-up of Melanesians 
against the Polynesians, Australia and 
; ew Zealand.” 
N Some of the most avid pan- 
— | Melanesianists, like PNG's John Momis 
— | and Bernard Narakobi, have also been 
- | among the most critical of Rabuka's sei- 
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Alienation of land 


— 


—1 zure of power. But the popular “gut- | 


reaction" seems to have been that the 
Melanesians, pressed in on all sides, 
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| have finally struck out on at least one | 


front. Lu 
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is the crucial fear 


Through each of the 
Melanesian — world's 
three trouble spots — 
Fiji, Irian Jaya and 
New Caledonia 
i runs a common 
DM ae thread of real or 

ay feared dispossession 
and lost identity. Land, the key posses- 
sion, is aso crucial to identity. Aliena- 
tion of land is the most explosive of all 
grievances. 

Membership of a land-owning com- 
munity is central to the Melanesian's 
feelings cf self-worth, as well as being in 
most cases — except in New Caledonia 
— his only form of social security. As 
much as the land belongs to the people, 
it is often said, the people belong to the 
land. The land belongs not just to the 
living, but to the dead and the unborn: 
the living merely enjoy the use of it. 

Ownership may take several forms. 
The community may have rights to hant 
and gather natural produce throughout 
the land. Individuals may have the right 
to the produce from gardens they have 
cleared and planted, or to the fruit from 
particula- trees. Cultivation would in 
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most cases be shifting, with long fallow 
periods before the same land is re- 
planted. 

The European colonisers — British 
and Australian, French and German — 
came to the Melanesian lands late last 
century to plant industrial crops. Large 
tracts of the prime land in Fiji, the Sol- 
omons and the lush eastern islands of 
New Guinea were devoted to turning 
out cane for the Colonial Sugar Refin- 
ing Co. or copra for Lever's "Sunlight" 
soap in Britain and its equivalent in the 
Kaiser's Germany. In New Caledonia, 
French colons took over the rolling 
plains of the main island — leaving the 
Kanaks in the narrow and picturesque 
east coast and smaller islands. 

Even where not simply taken by 
force, the acquisition became quickly 
resented as local people came to realise 
the true value of the implements and 
baubles traded, the extent of the trans- 
formation being made on the land and 
the fact that the newcomers regarded 
their occupation as permanent and ex- 
clusive. How could anyone not have 
understood that no one :ndividual of 
any rank, nor even the entire living 


in Hong Kong. 
; 


The harbour 
edge. Where Hotel 
Victoria reigns sup- 
reme. With rooms that 
start from the 26th 
floor upwards. Com- 
manding spectacular 
sea-views from three 
sides. 

Our choice of 
rooms includes sumptu- 
ously appointed corner 
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suites, and penthouse suites with roof-garden terraces. There are also two floors reserved for those 
who wish to enjoy the po lounge and other privileges of our ‘Dynasty Club. 
uxurious and in the latest style. And our facilities cannot be 
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community by unanimous 
consent, had the right to 
transfer anything but tempor- 
ary use? 

The picture painted of 
traditional society is often 
idealised in  liberationist 
tracts. Land often changed 
hands between warring 
groups, or by sorcery. The 
militant Mataungan group of 
Papua New Guinea's (PNG) 
Gazelle Peninsula usually 
neglected to mention that 
some of the land taken from 
them by German planters 
had been taken from a 
weaker clan pushed into the 
hills. 

But agitation for the re- 
turn of alienated land was a 
consistent source of unrest 
under colonial rule, expressed 
in various ways ranging from open re- 
bellion (as against the Germans in pre- 
1914 PNG) to cargo cults (such as the 
NaGramiel movement in the 1950s in 
what was then the New Hebrides — now 
Vanuatu). It formed part of the appeal 
of independence movements. Vanuatu 
means simply “The Land” and Vanua'a- 
ku, the name of the ruling party since in- 
dependence in 1978, means "My Land." 

Fijians should have the least to worry 
about with land. In ceding the country 
to Britain in 1874, the chiefs gained a 
British pledge to po Fijian land 
rights. With a brief lapse in 1909, this 
promise was kept. Some 83% of Fiji re- 
mains in Fijian communal ownership, 
virtually protected by a constitutional 
provision giving the Great Council of 
Chiefs a veto over any legislation affect- 
ing Fijian rights. 

However, the alienated land — 
about 10% of total land is freehold, and 


Pacific diplomacy 


By Michael Vatikiotis in Jakarta 


problems for its 
watts tae Pacific. But F 


is determined not to let its domestic 


Kanak militants: radicalised by land-rights issue. 


elanesian problem 
interfere with a firm line on “colonialism.” 





7% is crown land acquired from 
freeholders or reverted to the state on 
the extinction of a land-owning group — 
does include much of the best farmin 
and urban land. In addition, about 7% 
of Fijian land is leased under govern- 
ment-protected 30-year tenancies, 
mostly to non-Fijian users. 


T extreme nationalists setting the 
pace for military coup leader Col 
Sitiveni Rabuka call themselves the 
Taukei, or Landowners, and sprang into 
rominence soon after election of the 
ndian-dominated Bavadra government 
in April, with threats, to set fire the 
sugar-cane crops of Indian farmers. 

In New Caledonia, historian Martyn 
Lyons notes that the independence 
movement was * ‘radicalised above all by 
the land-rights issue” — the Kanaks 
having by 1902 been left with land re- 
serves comprising only 8% of the main 


ministers’ mee ting in 
a “much more pas, ia a 
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island, Grande Terre. A land- 
reform pues begun in 1978 
has made only limited pro- 
gress in returning the land. 
Few White farmers have been 
willing to sell at government 
prices and attempts to give 
the land to individual Kanaks 
were seen as an attempt to 
ege their integration into 
e French economy. 
Indonesians have a lon 
legal tradition of dealing wit 
traditional land titles if they 
care to apply it in Irian Jaya, 
argues anthropologist Ken- 
neth Maddock of Sydney's 


latter part of their rule, the 
Dutch had come to recognise 
the inalienable right of re- 
chisgemeemschap, or rural 
communities, over land. In- 
donesia's 1960 Basic Agrarian Law laid 
down the pre-eminence of adat, or cus- 
tomary, title over land, according to au- 
thoritative comment by legal scholars 
such as Mohommad Koesnoe. 

Instead, in mass settlement of 


Javanese and Balinese farmers, the In- 


donesians have acted more like the 
early Dutch, who declared apparently 
unused land as “eminent domain” be- 
longing to the crown, or the Australian 
settlers whose courts had found their 
entire continent terra nullius, or unoc- 
cupied land. 

The Indonesian justification is that 
the development brought by transmigra- 
tion will be compensation enough for 
the loss of the lands to support the tradi- 
tional livelihood. In addition, Jakarta 
has stipulated that 25% of the plots in 
transmigrant centres be given to local 
Melanesians. This integration appears 
to have worked well, visitors have re- 


pore in June, Mochtar called for 
commitied Pacific orlentstion on 


the part of all Asean states.” 


An unofficial visit to Sinise by the former 
peo own Melanesian problem in Irian Jaya could [ies minister, Ratu Sir Kamisese Mara, at the 
active diplomacy to- 


Minister Mochtar 
M NEL rela to ihe phis of Ino Kadaka io 
New Caledonia at the UN last month im 


uly led to 


esthatIndonesia ment. 


mission in Jakarta. While the situation in Fi 
watched very closely, there has so far been no 


By all accounts the ap 
Rub anxious to reduce s d 


usn | 
s being 
ch to Indonesia was made by 
ependence on Australia and © 


A senior Indonesian Foreign Ministry official who vis- 


ited Vanuatu earlier this year was not received by the gov- 


ernment, which continues to lend to the 

Free Papua Movement in Irian Jaya. And the complex land 
rights issue in that province — a complex tangle of Melane- 
sian tradition, old Dutch land law and contemporary In- 
donesian practice — would seem to make it difficult for 
Jakarta to lend full support to emergent indigenous move- 
ments in other Pacific states. 


Zealand following the trade embargo imposed on Fiji 
alier: the tis conn in Wins. Coup leader Col Sitiveni 
Rabuka said in July that Suva had approached Indonesia to 
supply military ters and, j from the team of 


military men peconpanyiag Mara, hardware wasindeed on 


their shopping list 

In an interview with MA daily newspaper 
Kompas early this month, Rabu said he expects “ a posi- 
tive unde from Indonesia," compared with what 
he called Australia and New Zealand's patronising and yol 
brother” attitude. 


Rabuka ated on the 
Mataira nD. ad sending Fijians to the 
army st an mlir in Bandung. 
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ported, in those areas near the big coas- 
tal towns of Jayapura and Merauke, 
where the Melanesians were already 
greatly “Indonesianised,” but has 
caused great friction in the hinterland. 

Jakarta could hardly be encouraged 
to wrestle with the intricacies of indi- 
genous land title by the examples set in 
the independent Melanesian states. The 
sheer complexity of registering title has 
led to near-paralysis of land offices. Ap- 
proaches by developers to traditional 
owners can be met with numerous 
counter-claims that require teams of an- 
thropolists and lawyers to unravel, if 
they can be worked out at all. 

In general, the Melanesian concept 
of land ownership takes land out of the 
market economy. As the land cannot be 
sold and tenancies might come into poli- 
tical dispute as unjust, the land is often 
not a bankable security. Nor can gov- 
ernments readily resume land for public 
purposes. "In a wav, the issue trans- 
cends the colonial and becomes one of 
development," Maddock said. 

The system is not entirely choked, 
and processes may be speeding up as 
governments acquire the confidence 
and skills to deal with the emotive land 
issue. Traditional land title has not held 
back the booming smallho:der coffee 
sector in PNG, nor some large-scale 
"nucleus-estate" plantations of incus- 
trial crops. 

This suggests Jakarta does have an 
alternative approach to development in 
Irian Jaya, one that would perhaps cool 
local resentments and antagonism by 
Melanesian neighbours. "It all starts 
with land," said economist Brian Bro- 
gan, until recently director of Port 
Moresby's Institute of National Affairs. 


“If there was not a transmigration po- | 


licy, [think Papua New Guineans would 
react very differently to the whole 
thing.” 
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Fear and loathing in the 
Melanesian pot-pourri 





aui carried out the South 
T Pacific's first military 
coup, made more 
palatable to Melane- 
sian de vr quap by 
the colonel's personal 
ANH charm and magnetism 
as a popula! soldier, Methodist lay 
»reacher and rugby football palyer. 

Few leaders outside Fiji seem wor- 
ried about the coup as a precedent. 
None of the other three independent 
Melanesian states have a racial problem 
quite like that of Fiji. Rabuka has been 
able to muster nearly 6,000 regulars and 
reservists — all highly professional — 
from peace-keeping service in the Mid- 
dle East to control a population of only 
715,000. And most of the likely trou- 
blemakers, including the Indo-Fijians, 
are handily concentrated on the main is- 
land of V:ti Levu. 

Papua New Guinea's (PNG) 3,2)0- 
strong defence force is short on discip- 
line and training. Even with aircraft 
commandeered from Air Niugini, it 
would be hard put keeping control 
beyond the capital Port Moresby and 
two or three other towns. The Royal 
PNG Constabulary would be unlikely 
allies — their rank-and-file from time to 
time get into brawls off-duty and al- 
ready have their hands full keeping 
down criminal gangs Vanuatu and the 
Solomons have only small paramilitary 
units, numbering a few score men each 
attached to their police forces. 

Where the Fijians were unified in a 
political federation before colonial 


Sn "MEE Sitiveni Rabuka has 
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— Hamish McDonald | times, PNG remains divided into jeal- 
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ous ethnic groups, barely overlaid by a 
national identity. The same goes for the 
Solomons and Vanuatu. Only the lead- 
ers who brought the nations to indepen- 
dence gained um like a national 
following. It would be harc to think of a 
Rabuka emerging to national acclaim in 
these places. 

The PNG Defence Force has been 
vaguely political to the extent that 
changes of government — by election or 
parliamentary vote of no-confidence — 
have often been followed by appoint- 
ment of a new defence force command- 
er. Only in the period 1977-78 does 
there appear to have beer any conflict 
between military and political leaders, 
in this case over con:acts between army 
officers and Irian Jaya rebels. 

Rather more imaginable in Port 
Moresby, Port Vila or Honiara is the Fi- 
jian extreme naticnalist group, the 
Taukei (landowners), a shadowy body 
led by a chauvinist parson, ore small- 
time and other not-too-successful politi- 
cians in financial trouble. Street muscle 
for the Taukei comes from a semi-crimi- 
nal labour element in Suva. All of these 
elements are present elsewhere in 
Melanesia. 


nalysts do not completely put aside 

the possibility cf a combination of 
disaffected elements — perhaps a grou 
of army officers, politicians under a cloud, 
and radical youth — attempting a take- 
over, however short-sighted and selfish 
its objectives. Attacking alleged man- 
ipulations by foreigners would almost 
inevitably be part of the justification. 

With very high birth rates (the Sol- 
omons have a 3.5% annual rate of popu- 
lation increase) and strong urban drift, 
the urban poor will be a growing class in 
the Melanesian countries. Only one 
politician of note has attempted to ap- 
peal to this element. This :s Utulu 
Samana, a former student leader from 
the University of PNG who as premier 
of Morobe province held rallies of un- 
employed youth in Lae. Sporting side- 
burns, dark glasses and black safari- 
suits, Samana has carried a 1970s leftish 
flavour into the national parliament 
with his recent election. But having 
crossed the floor already to join Prime 
Minister Paias Wingti, he is perhaps 
making the same journey as Wingti 
from student hothead to conventional 
politician. 

More regional intelligence dossiers 
are probably kept on Barak Sope, the 
general secretary of the ruling 
Vanua'aku Party in Port Vila. Educated 
in Melbourne and Suva, Sope has been 
the driving force behind the dispatch of 
young party members to Libya for train- 
ing as journalists. — Hamish McDonald 
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| (Rabuka inspects recently trained troops: state of siege. 


Rabuka’s republic 


The colonel calls for a new constitution 


By Robert Keith-Reid in Suva 


Fi: 715,000 people are once more 
sliding into a state of siege as their 
military commander, Col Sitiveni 


- Rabuka, pushes them towards subjuga- 


tion by an ethnic Fijian-dominated re- 
publican regime under the threat of his 
nearly 6,000-strong army's guns. 

On 6 October, 12 days after mount- 
ing his second coup (REVIEW, 8 Oct.), 
Rabuka finally made good on his threat 
to declare Fiji a republic, ending a 113- 
year tie to the British Crown. The col- 
onel said a new constitution would re- 
place that embraced when Fiji gained 
independence from Britain in 1970. 

Since the colonel's second coup, 
Fiji's trade has been hit by Australian 
and New Zealand trade-union sanc- 
tions, aid has been switched off again 
and. supplies of petrol, wheat and all the 
usual necessities of life are being throt- 
tled by external pressures. 

In the midst of this, Rabuka has 
promised “peace and prosperity” for 
the future, while at the same time hint- 
ing that everyone should get ready for 
some suffering as part of the process of 
achieving his aim of the Fijianisation of 
most of the mechanics of government in 
a country where ethnic Indians make up 
49%, and mostly Melanesian indigen- 
ous people, 46% , of the population. 

Australian Prime Minister Bob 
Hawke, while deploring the move, 
acknowledged it was inevitable any new 
constitution would enshrine greater 
protection for ethnic Fijians. 

New Zealand Prime Minister David 
Lange declared on 7 October that Wel- 
lington did not recognise the legality of 
Rabuka's self-declared republic. Urg- 
ing the Fijian governor-general not to 
give a cloak of legitimacy to the repub- 


a 


lic, Lange said: “The fact is that the de- 
mands of Rabuka are to create a con- 
stitution in Fiji where the majority of 
the population would be second-class 
citizens. That is absolutely deplorable.” 

The governor-general has reportedly 
refused to recognise Rabuka’s republic. 

Following the latest coup, after ini- 
tially telling Fiji it was about to be con- 
verted into an instant republic, Rabuka 
then suggested that he was prepared to 
do a deal with political leaders and Gov- 
ernor-General Ratu (chief) Sir Peraia 





In the decrees, Rabuka prescribed 
for himself an executive council — 
whose members he nas yet to name — 
and the means to appoint and sack 
judges, a director of public prosecutions 
and an auditor-general. 

The meeting duly took place not in 
Suva but, at Bavadra's insistence, near 
the sugar town of Lautoka, 224 km 
away. On 4 October, Bavadra had been 
stopped and then chased by soldiers and 
said he feared for his life in Suva. 

At the meeting, Rabuka presented a 
list of what he described as the army's 
"minimum demands” which, if met, 


I would lead to the immediate restoration 


of executive control of the government 
to Ganilau and the signing of a covenant 
in which the army, Ganilau, Bavadra 
and Mara would commit themselves to 
working out the next stage of interim 
government. 

Rabuka's terms were, as it turned 


_ out, not as tough as he had indicated at 
_ the 2 October press conference. What 


the colonel wanted was 36 seats for Fi- 


| pans in a 67-seat parliament, 10-year 


Ganilau that would lead to executive | 


power being restored to Ganilau. 


At a meeting with an increasingly be- | 


mused fcreign press corps on 2 October, 
the colonel said the menu was definitely 
for a re»ublic. Rabuka proceedec to 
read out proclamations, which he said 
he had issued, that purported to scrap 


the 1970 constitution, scrap all laws | 
under it and then restore all scrapped | 


laws except for a section dealing with 
the office of governor-general, which he 
said he no longer recognised. 


Bi a 5 October meeting which 
he artended with Ganilau, deposed 
prime minister Timoci Bavadra and 
former prime minister Ratu Sir 
Kamisese Mara, Rabuka said he would 
negotiate terms for the creation of a 
caretaker government as another step 
towards restoring the democracy lost in 
his 14 May coup. 

Rabuka’s erratic stance appeared to 
firm up on the morning of the 5 Octeber 
meeting when Radio Fiji spent more 
than an hour reading his latest decrees 
— documents Domo dismissed by 
Chief Justice Sir Timoci Tuivaga as 
meaningless nonsense. 


reviews of the constitution, the reserva- 
tion of the offices of govenor-general 
and prae minister. plus home affairs 
and Fijian affairs ministries for Fijians 
and what he described as a “Christianity 
clause." The latter would ban Sunday 
sport and trading, already in effect since 
25 September. 

Mara and his Alliance party — which 
had held power for 20 years before the 
April election loss — agreed to these 
terms. But Bavadra and his Labour-Na- 
tional Federation coalition party said it 
could not possibly accept them. 

Everyone went home, with Rabuka 
once more assuring the country that a 
republican government would be set up 
forthwith a promise he made good the 
following night. 

However, economic pressure might 
ultimately prove Rabuka’s undoing. 
The Fijian dollar was devalued by 
17.75% after the first coup and by a 
further 15.25% on 7 October. More 
worrying for a country dependent upon 
sugar for 60% of its export earnings, 
was the worst drought in the past seven 
years. 

While the mainly Indian sugar farm- 
ers resumed harvesting this vear's crop 
at the end of June, the Fiji Sugar Co. 
said that only 20% of next year's 
crop had been plarted, instead of the 
70% normally sewn by October and that 
half of that had died in the excessively 
dry ground, ruining the prospects for 
next year's harvest. 

Rabuka appears to command the 
support of most of the military and a 
segment of the native Fijian population, 
aided by regular pro-coup propaganda 
on the radio and the closing of the two 
daily newspapers. But Fiji is now enter- 
ing into the hurricare season and obser- 
vers in Suva predicted the colonel’s sup- 
port could erode should a hurricane in- 
tensifv the current economic woes. {J 
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HEN you first handle a Patek Philippe, you 

become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe — 
because it's for a lifetime. 








PATEK PHILIPPE 
GENEVE 


Service Centre: FAIRFIELD ENTERPRISES LTD., Room 809. Wing On Plaza, Mody Rood 
Isimshatsu: East. Kowloon. Authorized Retailers: HONG KONG, BASEL WATCH CO., LTD 
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and 44, Queen's Rood, Central - ELDORADO WATCH CO. LUD. 60. Queens Rood. Central 

ANE CRAWFORD LTD. 70, Queen's Road, Central - SHUI HWA WATCH CO., LTD. 50, Des Voeux 
Rood, C RTS & CR HK ) ITI 10) Canton Rooc CA r 


WATCH & JEWELLERY CO.. LTD. £1, Nathan Road, Ground Floor 'ENEVA WATCH Ct 
648, Nathan Road - KING FOOK GOLD & JEWELLERY (KLN |. Tt 
LANE CRAWFORD LTD. Peninsula Hotel, Arcade - ZURICH WATCH t | 1 
SINGAPORE, PATEK PHILIPPE SHOWROOM 1, Cuscaden Road, # O1-O9 Pavilion Intercontinental 
Hotel, Singopore 1O24, Tel. 732 : C V. INTAN PERMAI SENTOSA, Duta Merlin 
Complex. Blok A. 22, Jalan Gajioh Mada, No 3-5. KUALA LUMPUR, PATEK PHILIPPE SERVICE 
ENQUIRIES. C. MELCHERS & CO. No. 1 (2nd Floor). Jalon 13/6. 462! Pet 
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We document the world. 


Document processing. It's a new way of describing what's 
been going on in the office since there was an office— the 
creating, copying. distributing and filing of ideas. 


Why a new description? Because the documents have 
changed and the process of producing them has changed. 


Today, a document can be both a piece of paper, and an 
electronic image viewed on a workstation screen. And 
document processing is no longer just typewriter and copier, 
but computer systems, advanced electronics and laser 
technology. 


Xerox planted the seed for this "new" world with the 
invention of today’s office copier. (For the first time a quality 
document could be turned out, instantly, with the push of a 





XEROX 





button.) Since that time, Xerox has introduced a steady 
stream of products and systems that go far beyond simple 
copying. Laser printers. Complete publishing systems. 
Typewriters that remember. Facsimile machines. Workstations 
for the creation of the new electronic document. And, most 
recently, scanners and electronic filing systems that move 
documents back and forth between the world of electronics 
and the world of paper. As a result of these innovations, 

Xerox is at the head of the class in document processing. 


What does this mean for your world and the productivity you 
strive for? 


Today's businesses are judged by the documents they turn out. 
And it's not just how good they look, but how effective and 
persuasive they are in communicating their content that 
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determines whether a business lives or dies. Xerox 
leadership in document processing can give your business à 
potent competitive advantage by making your documents 
great looking, easier to produce, and more compelling than 


ever before. 


Document processing from Team Xerox. It is our heritage, our 
day-to-day business, and our role as a leader in office 
productivity. For more information about document 
processing and what it can do for you, write or phone your 
local Xerox office. Whether its printed on paper, seen 

on a screen, a perfect copy. or a brilliant original — what you 
see is what we do. 


Team Xerox. We document the world. 











AXE in Mobile Communications: 
satisfaction for customers, profit for PTTs 

Within the Ericsson Group, Ericsson 

Telecom provides total publictelecommu- 
nications capability - the future-proof, multi- 
facetted service symbolised bv the Ericsson 
lelecom diamond. 

[ his unique capability is based on the 
open-ended AXE concept. The architecture of 
AXE, with its full functional modularity, means 
that a network is no longer a static linkage 
between software modules in fixed exchanges, 
rigidly defined and dimensioned. 


In fixed or mobile networks, clusters of 


features and services can be assembled at 
special service switching centres to satisfy the 
needs of the installed customer base 
economically. 

Or the same clusters of features can be 
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provided in a new local switch, which in add- 
ition to the feature-processing can give any new 
terminal interface (such as ISDN access 

Under special circumstances, the feature- 
clusters may even be assembled in separate 
feature nodes accessible from any nodes in the 
network which have the required signalling 
interface. Such nodes are often referred to as 
network real-time databases. 

The outcome is a network designed from 
demand inwards, and not from exchange 
capability outwards - a network which can be 
enhanced and adapted at will to suppor: new 
services as demands change. 


Ericsson Telecom, 5-126 25 Stockholm, Sweden. 


| To: Ericsson Telecom, 
Dept M/YX,S-12625 Stockholm, Sweden. 
Please send me more information on AXE-based 
systems for mobile telephony. 


Name 


| Title 


Organisation 


| Address 


| City 
| State/Country 


Postcode uL Tel 


Type of organisation: 

L] Telephone Administration LJ] Government 
C) Business/Finance/Consultant © Education 
C] Supplier of telecommunications equipment 


| LJ Other (please specify). | 





This used to be the best way to spend the night 
before your business week in Europe. 


Now, SAS introduces an even better way. 


SAS regularly receives distinction after distinction 
for its outstanding service. So, naturally, a night flight 
to Europe on SAS First Class must be the ultimate. 

Still, we may have a better idea for you. 

Try our new Daylight Express on Sundays (from 
Oct. 4) and fly SAS First Business Class to Europe. 

First a short hop to Bangkok in the morning and 
then nonstop to Copenhagen. You'll arrive in the late 
afternoon with perfect connections to major cities in 
Europe. 

You'll enjoy all the comforts of our First Business 
Class at a very reasonable price. And, best of all, 
when other airline passengers have hardly started 


their journey, you'll already be snoozing in your hotel. 
By the time the business week gets underway, you'll 
be fresh as a daisy. 
But, you might say, | still prefer flying at night. 
Fine! We're the only airline that gives you a choice. 
Night and day, the principle behind SAS is the 
same. We're making it easier for people who travel 
on business. 


MU LIAS 


The Businessmans Airline 


SAS, BANGKOK 253-8333, HONG KONG 5-265978. TAIPEI 71201: 8. MANILA 810C 798. SINGAPORE 2251333. JAKARTA 584110. KUALA LJMPUR 2425044 
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Alternative societies 


Groups which try to champion causes outside politics 


By Suhaini Aznam in Kuala Lumpur 

ver since their emergence in the 

1970s, public-interest groups have 
offered an alternative to political parties 
as a channel for citizen participation. As 
such, they automatically represented at 
least a counterfoil, perhaps even a 
nebulous potential threat, to elected 
government — especially in a highly 
politicised society where government 
dominates every aspect of life. 

However, the uneasy relationship 
only became conspicuous in the 1980s, 
when a handful of the more active 
groups became better organised, more 
articulate and more politicised in the is- 
sues they championed. In 1981, the gov- 
ernment tabled amendments to the 
Societies Act, 1966, under which all or- 
poestoor, apart from trade unions, 

ad to declare themselves as either 
"friendly or political." That clause was 
subsequently rescinded in 1983 follow- 
ing widespread opposition, but other 
controls remained. 

Today, government and voluntary 
bodies sporadically engage in verbal 
scuffles. A government minister once 
described the voluntary bodies as 
“thorns in the flesh.” And Prime Minis- 
ter Datuk Seri Mahathir Mohamad has 
caustically dismissed them as “oppor- 
tunist elitist groups” trying to pressure 
the government of the majority. 

But despite the government's irrita- 
tion with these bodies and official at- 
tempts to curb them, public-interest 
groups have survived. Lately, the gov- 
ernment has had cause to scrutinise 


them again. 
The mushrooming in the 1970s of 
non-governmental organisations — à 


UN blanket term for all lobby groups, 
and a bit of à misnomer here where 
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common usage narrows it down to pub- 
lic-interest groups — coincided with the 
emergence of an English-educated mid- 
dle class. 

The most active of these include Ali- 
ran, a Penang-based social awareness 
group, the Association of Women Law- 
yers (AWL), the Consumers Associa- 
tion of Penang (CAP), the Environ- 
mental Protection Society Malaysia 
(EPSM ), the Institute of Social Analysis 
(Insan) and Friends of the Earth. Aliran 
concerns itself with issues affecting 
democracy, human rights, corruption 
and racism. 

All but CAP emerged after the birth 
of the National Front coalition govern- 
ment in 1974 when there was hardly any 
opposition to government. Parti Islam 
had joined the coalition, the Democra- 
tic Action Party (DAP) was not very ef- 
fective and Pekemas, the predecessor to 
today's Gerakan party, was suffering 
from leadership problems. 

"Political activity was getting a bit 
risky," said Syed Husin Ali, a professor 
in the University of Malaya's anthropol- 
ogy department. Following hunger 
demonstrations at Baling, Kedah state, 
in 1974, Husin was detained under the 
Internal Security Act for six years. 

The fact that the groups only grew 
active in the 1980s is a result of many 
factors. "Whatever else may be said 
about him, Mahathir created an envi- 
ronment for some kind of liberalism." 
Husin said. When he was first taken to 
the Kemunting political detention camp 
in December i974, there were 148 de- 
tainees, he recalled. By the time he was 
released in September 1980, that 
number had multiplied to 680. 

After Mahathir took office in 1981, 





he released all but 20-30 of the hardcore 
detainees. The government may control 
the newspapers today “but you can still 
write about the implementation of hos- 
pital ineopra pa long as you don’t 
attack Mahathir himself,” Husin said. 

A constitutional crisis in 1983, 
rooted in a conflict between the govern- 
ment and the country's traditional rul- 
ers, also changed the equation. “A 
vocal middle class found a new alliance 
with, and gained protection from, the 
traditional rulers" who had also learned 
to be vocal in the conflict between them- 
selves and "the nouveau riche as repre- 
sented by the United Malays National 
Organisation [Umno]," Husin said. 
Umno is the country's dominant politi- 
cal party. 


i n championing farmers and the work- 
ing class, the middle class would 
have to work hard to organise and 
mobilise the peasantry. "You are more 
open to oppressive action that way than 
if you were to ally yourself with former 
prime ministers and deputy kings," 
Husin said, in a reference to Tunku 
Abdul Rahman and Perak Sultan Azlan 
Muhibbuddin Shah, respectively. 

The issues of the 1980s also reflect 
the people's "sense of indignation" at 
the corruption that emerged during the 
recent recession, Husin said. 

Husin himself is heading the € 
formed Anti-Abuses Movement, whic 
plans to stage a picket along the Petaling 
Jaya-Klang mere soon against the 
epllection of tolls — only one aspect of a 
larger controversy involving the grant- 
ing of the highway tender to United En- 
gineers (Malaysia) in which Hatibudi, a 
company owned by Umno, has a con- 
trolling 50% stake (REVIEW, 10 Sept.). 

Thus indirectly, the groups lend a 
liberal image to government, especially 
abroad. More vitally, at home they pro- 
vide an outlet for voices of dissent, a 
safety valve for citizen participation in à 
society which frowns on non-confor- 
mists. 

Memberships vary but groups are 
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| usually smell. The 10-year-old Aliran 
14i 


today boasts 232 members, while the 
EPSM has only 100, of which active 
members number even less. This has led 
to charges cf leaders using their groups 
as personal tiefdoms, for their own van- 
ity and power. 

Denying this, the leaders also deny 
that their movements would disinte- 
grate withcut them. In most cases, 
membership poas show an English- 
educated, urban middle class. Many 
leaders were former studert activists who 
wanted to continue serving the causesof 
their youth. “We were getting older, no 
longer students and wanted somethin 
to 7 Inti&sdtréctor JomgSundramesid. 
— Public education remains a common 
goal, and to this end most of the organi- 
sations publish a regular newsletter in 
addition to topical pamphlets amd 


| books. 


Nevertheless, despite their public 
roles, no public-interest group has yet 
evolved into a political party — though 


By Mahathir has often challenged them to 


ernment has argued that as 





M Singh. Gurmit confessed to 


| stand for elections to gauge 


their popularity. The gov- 


the elected representatives 
of the majority. it need not 
succumb to minority pres- 
sures. 

"We mus: dispel the myth 
that politics is the preroga- 
tive of politicians," rebut- 
ted EPSM president Gurmit 


having "been approached 
and been tempted," by an 
opposition party invitation 
at the time of the last elec- 
tions in 1986 but felt that he 
would “lose too much credi- 
bility.” 

As for the EPSM evolv- 
ing into some kind of a politi- 
cal party, on the pattern of 
West Germany’s Greens, he 
felt that Malaysians were not 
environmentally conscious 
enough to make that a viable platform, 


given the political reality that parties - 
. must have hopes of getting candidates | 
elected. A Green Party might win in 


en — the site of a radioactive dump 
in 
said. 


; $e politicisation of public-interest 
groups would also erode some of 
their present appeal. Many civil ser- 
vants and academics join voluntary 
groups “as a means of expressing their 


concerns without getting directly in- 
volved in partisan politics,’ Jomo said. - 


Meanwhile, government antagonism 
towards public-interest groups is exacer- 
bated because opposition parties share 


many of the latter's stands. The DAP | 
for instance has also addressed corrup- | 


tion, democracy and ethric tensions. 
Aliran president Chandra Muzaffar ar- 


ment representatives to its seminars but 





erak — but not elsewhere, Gurm:t 





that they do not even reply, much less 
turn up. 

Certainly government is more amen- 
able- to women and consumer groups 
than it is, say, to Aliran, which it consid- 
ers more disruptive. The non-threaten- 
ing role of the former groups makes 
them more effective in seeing their pro- 

Is actually implemented. CAP for 
instance provided the government with 
useful input in considering amendments 
to the Education Act, Education Minis- 
ter Anwar Ibrahim said. 

Meanwhile, the rising inciderce of 
rape and a series of workshops or- 
prm by the National Council of 

omen's Organisations (NCWO) — an 
umbrella organisation for 38 women's 
roups — has raised awareness of vio- 
ence against women and children. Pub- 
lic outcry and media coverage has 
changed the attitude of a male-oriented 
bench, AWL president Noor Farida 
Ariffin said. 
Judges who used to sentence rapists 





to three years in jail now voluntarily im- 
pose eight-year sentences — more than 
the five-year minimum sentence the 
AWL had called for two years ago. The 
police have also responded by setting up 
rape crisis centres in the force. 

For the others, success is more dif- 


. ficult to measure. All groups feel that 


public awareness has grown to some de- 
gree, judging by letters to local news- 
papers and their own feedback. CAP re- 
ceives about 5,000 complaints a year, 
said CAP research director Martin 
Khor, showing that people are “not just 
grumbling to themselves." Aliran's 
public education lectures in the state 
capitals easily draw 300-400 each tme, 
while the. 1,100 subscribers to the 
former Aliran Quarterly of a few years 
ago, has shot up to 7,300 now that i! is a 
monthly, Chandra said. 

But these groups may well be 


gues that it has often invited govern- | "preaching to the converted." Seminars 


invariably draw from the same small 
pool of talent for speakers, while in the 
audience familiar faces attend to hear 
their own views better expressed by 
others. 

The concerns of public-interest 
groups cut across racial lines. But be- 
cause of their stands, "they are mis- 
construed or perceived as taking an 
ethnic bias," Husin said. Ethnic rela- 
tions is one area where Aliran feels it 
has been less successful. "We've be- 
come spectators to increasing [racial] 
polarisation," Chandra said. 


A" the government. by putting op- 
position parties and public-interest 
groups in the same half of the boxin 
ring, heightens the identification o 
politics by race. Since the 1986 general 
election, opposition has been equated 
with non-Malay, urban voters. Simi- 
larly, ethnic Chinese and Indians, prime 
advocates of a Malaysian identity, form 
the overwhelming majority at functions 
organised by the groups — partly be- 
cause their own race-based 

arties lack clout in the 

alay-dominated — govern- 
ment. 

The government admits 
that dissatisfaction is inevita- 
ble in a multi-racial society. 
The National Front coalition 
has to juggle several in- 
terests at a t:me, often hav- 
ing to compromise in its ef- 
forts to. accommodate the 
wide spectrum of demands 
stemming from Malaysia's 
racial diversity. 

Ironically. in striving for 
inter-group solidarity, the 

roups face the same prob- 
em as the coalition govern- 
ment — that of having to 
seek the lowest common de- 
nominator. Some voluntary 
groups object to sharing a 
platform with opposition 
parties in the Movement for 
Freedom and Justice, an issue-oriented 
coalition of 16 groups and four political 
parties which got off to a promising 
start in 1985 but which m since 
been reduced to meeting only once a 
year. it ^ 

Sustaining interest is also a problem. 
EPSM president Gurmit feels that col- 
lective enthusiasm can never be sus- 
tained beyond one year, save for excep- 
tional issues. The government realises 
this and delays decision so that interest 
fizzles out, he said. 

Funding remains a problem for those 
proups dealing with wider social issues, 
ess so for women and consumer groups. 
Aliran, Insan and the EPSM have all 
had to turn down offers at times in 
the effort to maintain ind dence. 
Funding is also more easily obtained for 
specific projects. 

The World Health Organisation 
funded CAP's anti-smoking campaign, 
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Simply outstanding. That's how to describe C-130 
Maritime Patrol Hercules performance. It enforces 
maritime laws and treaties. It conducts search and 
rescue missions and protects the marine environment. 
It can stay aloft without refueling for 18 hours and 
patrol 3,100 nautical miles at a low, 5,000-foot surveil- 
lance altitude. And the Maritime Patrol Hercules 
search radar can monitor 160,000 square nautical 
miles in a single flight. 

But this remarkable aircraft isn't limited to sea 
duty. In addition to its visual and electronic surveil- 
lance capabilities, it can airlift up to 43,000 Ibs. of 


lLockheed-Georgia - 





cargo or personnel — and put them down safely on 
almost any runwav, from sand and gravel to dirt 
and snow. 

Best of all, the C-130 Maritime Patrol combines 
its rugged versatility with surprising cost efficiency. 
Thats why the U.S. Air Force, Coast Guard, and many 
countries have operated more than 100 Hercules air- 
craft in maritime patrol missions for over 20 years. 

Its also why you'll find this version of the C-130 
completing successful missions day and night, in every 
imaginable weather and climate condition, all over 
the world. 




















overnment. xod even the , 






onate towards salaries of permanent 
upport staff. 

In addition, the groups face varying 
orms of government harassment and 
‘intimidation. The Registrar of Societies 
1$ empowered to request minutes of 
group meetings. It has been known to 





tive committee members, Gurmit said. 
— In 1980, the government tried to de- 
egister Aliren. "We managed to save 
ourselves through public support and 
because maybe the government was not 
dead set on deregistering us," Chandra 
said. Nevertheless, a number of Aliran 
embers have been questioned many 
mes, he added. 





n experience. On 29 September, 


hch when the Dewan Bahasa and 
government language and 
3) withdrew permission for 





faving little access to the govern- 


g licences at any time. 


nthly Nadi Insan (Insan's Pulse) in 


is were tc no avail. Aliran, which 


as in English, sued the Home 
istry and won the case on 2 Sep- 

'r. The government is appealing to 
e Supreme Court. 





nains the greatest hurdles for the or- 





projects. 
after a time to do some of this work, giv- 
ing up your weekends, especially in a so- 
ciety where it is so easy to get sub- 
.Sidised," Jomo said. 

e However, some reticence is the re- 


population. and working-class. urban- 
es; "Because the grassroots lack cop- 
dence, it's very much top down in 
1 aching out to them," admitted Farida, 
echoing a common frustration. 

They hope that time ard education 


plan on becoming permanent fixtures. 


articulate yer” *Gurmit said. 


of its Aras just hours before the | 


tember 1983; appeals and reapplica- | 
| mic, cultural and religious segments in 
d been denied a licence to publish its - 
un Monthly in Bahasa Maiaysia as | 


“sult of low education among the rural. 


und that sponsors were reluctant to | 


, exist. The Communist Party of India. 





T success of the Indian Congress 
party in keeping and retaining its na- 
tional character has been one of the 
major factors sustaining Indian demo- 


4 | cracy since independence. This is not to 
want the names of employers of execu- | 


say that other all-India parties de not 


and the Communist Party of India- 
Marxist (CPI-M) have been functicning 
at a nationa! level since their inception. 


, So have the Janata Party, the Bharatiya 
Janata Party (BJP), and a few others 


Being granted police permits at the | 
minute for their functions is a com- | 
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ment-con:rolled media, most groups — 
ive to rely oa their own publicationsto | 
sseminate opinion. However, the gov d 
iment still has the last say in this, - 

ven its power to grant or revoke print- . 


After four-and-a-half vears, Insan | 
the publishing licence for its - 
| represents an umbrella party whica in- 


recognised as national parties by the 
Election Commission. 

But it is one thing to claim a national 
status and quite another to prove it by 
the show of popular support in the elec- 


; tions. Thus the BJP as a party, except 
n had to postpone a scheduled book | 


for a few pockets outside the Hindi belt, 
is non-existent in the south. The Janata, 


too, has become practically a regional 
party based in a single state — Kar- 


nataka — in a way similar to the Lok 
Dal in Haryana and Telugu Desan in 
Andhra Pradesh. On the national plane 


| the CPI-M Eas little support beyond the 


confines of Kerala, Tripura and West 
Bengal. El 





tional structure. - 
This success of the Congress cannot 
be explained merely by saying that it 


cludes every category of socio-econo- 


society. The Congress has embraced as 
many beterogenous groups within its 


| ranks as it has failed to retain others. 
| Thus the socialist wing left the Congress 
_ during Jawaharlal Nehru's time; and the 


. But public apathy or reticence re | 


-ganisations. Gurmit finds it very hard to : 
get committed volunteers for long-term | 
“People find it gets lonely | 


will change this. For the groups do not E 4 


. "Public-interest groups fill a transition | 
- phase when individual citizens are not | 
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party suffered major splits in 1969 and. 


again in 1977 when those who left Indira 
Gandhi's side formed the hard-core of 
the Janata Party. 

Despite these splits and defections, 
the country as a whole has turned to the 
Congress for political leadership a: the 
national level. The brief Janata inter- 
lude of less than three years (1977-80) 
faded into history with the victory 
of the Congress in subsequent elec- 
tions. 

A part of the Congress' success can 
be attributed to the charismatic qual- 


ities of its leadership. This leadership | 


has come from a single family, that of 
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j Na Gupta is Dean of the Schoo! 
yf international Studies at the 
= Nehru University, wt 
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contrast, the net has | 


support and a ' nationwide | oigaditas | 
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Nehru — the exce tion. being Lal 
Bahadur Shastri, briefly prime minister 
after Nehru’s death in 1964 — and 
therefore gave rise to the argument that 
democracy had become. synonymous 
with dynastic rule in India. The Con- 
gress, was fortunate to have charis- 
matic. leaders like Nehre and his 
daughter Indira. In direct succession, 
Mrs Gandhi's son Rajiv also gained an 
all-India prominence that other leaders 
in or outside the Congress failed to 
achieve. 

But charisma alone did not make the 
Congress a national party. Despite her 
strong personality and mass appeal, Mrs 
Gandhi faced humiliation in the 1977 
elections. And, during the past six 
months, Rajiv Gandhi has come to 


learn the hard way that charisma alone ` 


or the advantage of being a "ruling 


dynasty” scion cannot ensure victory for - 


the Congress at the hustings. 


Despite the recent eren) losses, |- 


the Congress continues to be the only 
ail-India party. It is possible that in the 
coming state elections, the Congress 


may further lose to the opposition; but 
no measure of success at the regional 


level will enable the opposition parties 
to present an.alternative to the Con- 


gress at the centre. A unique situation | 


may arise if the Congress loses power in 
the Indian states and yet manages to 
keep the centre under its control. Such a 





situation. may precipitate. a constitu- . 


tional crisis bringing centre-state rela- 
tions to a breaking point, but it would 
not dislodge the Congress from the 
centre. 

How do we explain this apparent 
paradox of the Congress maintaining its 
national base while losing support at the 
regional level? The answer to this ques- 
tion needs to be scught in the complex 
social milieu of India that has shaped 
the Congress. This social milieu. is 
marked by two outstanding features: 
the horizontal lines of caste, 
ty, religious, linguistic and ethnic af- 
filiations; and- the vertical arrange- 
ment of these. iliations « or r identities 


































































In India, no social category can stay 
exclusive and independent of others. 
The stratification of society into castes, 
for instance, may be blunted by class 
formations which may, in turn, be dis- 
rupted by regional or linguistic af- 
finities. A trade union action may trans- 
form caste or communal identities into a 
class action at a particular time; but reli- 
gion may accentuate community differ- 
ence at another time or, alternative- 
ly, may be superseded by political, 
professional or other group affilia- 
tions. 

The paradox is present in almost all 
walks of life. Economic hardship may 
range the poor against the rich; but the 
poor may themselves divide along caste 
or community lines irrespective of their 
antagonism towards the rich. The divi- 
sions in Indian society give rise to an- 
tagonistic relations almost as much as 
they reconcile the  irreconcilables. 
Ideology or political programmes must 
reflect in such cases the innumerable 
compromises Indians make to hold their 
society together. 

Indian society's complex character 


becomes more marked when compared 
with other plural societies in the Third 
World. Pluralism in Africa, for in- 
stance, is purely based on ethnicity: 
tribes identify and distinguish them- 
selves from others on the basis of their 
respective traditions, rituals, customs 
and other attributes. There is no linguis- 
tic or caste division to fragment or neu- 
tralise ethnic solidarities. In such a situa- 
tion political consensus embracing dif- 
ferent segments of society becomes well 
nigh impossible. 


| some Southeast Asian countries 
ethnicity has taken racial dimensions. 
Racial divisions between the Chinese, 
the Indians and the local communities in 
Singapore and Malaysia are all too ap- 
parent. In Fiji, racial antagonism be- 
tween Melanesians and the Indians en- 
couraged a handful of soldiers to disrupt 
a democratically elected government. 
In Sri Lanka, an essentially political 
issue has divided the Tamils and the 
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Sinhalese on the basis of religion and 
language. 

The heterogenous character of In- 
dian society calls for management of 


complex group relations by com- 
promises. Such compromises may not 
overcome religious, linguistic or 


ideological extremism, but they ensure 
social harmony on a durable basis. At 
times, heterogenous elements are skil- 
fully mobilised to challenge arbitrary 
political authority. But on the whole, 
the abiding trend in Indian social pro- 
cesses is one of holding different ele- 
ments together without endangering the 
autonomy or survival of any one of 
them. 

This makes it necessary for the state 
to adopt a middle course in almost 
everything. The economy becomes both 
capitalist and socialist; secularism gets 
mixed up with religious obscurantism; 
and culture oscillates between cow-wor- 
ship and computer technology. The pro- 
cesses of the state thus mirror innumera- 
ble compromises, vacillations and con- 
tradictions to keep a varied society 
together. This is precisely what the 


Ge > AMER 


Congress, with its contradictory ap- 
proaches, policies and ideologies, has 
succeeded in doing over the years. 

The juggernaut of Indian society is 
the Congress party. If other parties 
want to replace or compete with it, they 
must in the first place outgrow the social 
and political roots from which they have 
sprung. The dream of the Andhra 
leader, N. T. Rama Rao, of turning his 
state-based Telugu Desam into an all- 
India Bharat Desam can succeed if he 
agrees to surrender his major Telugu- 
based support. But would it not end in 
political suicide? Would the Lok Dal 
uphold less the cause of Jat farmers to 

et more political support from the 
andless and urban middle classes? 
Would the communists be less rigid in 
their ideology to gain the confidence of 
the industrialists and the rich farmers? 
But if all these parties do exactly 
the opposite of what they stand for, 
what would justify their separate iden- 
tities? oO 
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Public-relations | 


fighter 1 


Japan to buy US warplanes for 


sake of ties with Washington | 
By Nigel Holloway in Tokyo y 


O ne of the last decisions of the gov- | 
ernment of Prime Minister Yasu- | 
hiro Nakasone will prove to be among 
its most significant. Japan intends to 
buy a modified version of an existing US 
fighter-bomber, to enter service in the 
mid-1990s, rather than develop its own 
aircraft from scratch. 

This move places defence coopera- 
tion between the two countries on à 


much higher level than before and has | I 


been warmly welcomed in Washington. 
It also dashes the Japanese aircr 
dustry’s hopes, nurtured for 10 years, of 
building its own support fighter in a pu 
ject that came to be codenamed FSX. 

The decision to opt for co-develo 
ment appears to have been taken only 
after negotiations in Washington be- 
tween Yuko Kurihara, director-general 
of the Japan Defence Agency (JDA), 
and US Defence Secretary 
Weinburger. The negotiations ended on 
2 October. 

A couple of days before Kurihara 
left for the US talks, two reporters in 
Tokyo working for The Washington 


in- i X 


Caspar K- 


Post quoted Japanese officials as saying | 


the FSX decision might be delayed be- 
cause of reluctance to abandon the op- 
tion of developing a fighter in Japan. 

As it now stands, the two countries 
will begin work on the aircraft as soon as 
the Japanese Government decides whe- 
ther to purchase a modified single-en- 
gine General Dynamics F16 or to c 
grade its existing front-line fighter, the 
McDonnell Douglas F15. This decision 
is to be taken before Nakasone steps 
down as prime minister on 30 October. 
But if no formal go-ahead is given b 
then, the JDA will have missed a dead- 
line for requesting government money 
for the FSX in next year's budget. 

Kurihara is reported to have said in 
Washington that Japan gave up the idea 
of developing its own fighter because he 
thought a decision aimed at maintaining 
reliable US-Japanese relations, based 
on the 1960 US-Japan Security Treaty, 
was more realistic. In the past few 
months, US politicians have lost no op- 
portunity to tell Japan precisely that. 
After a subsidiary of the Japanese firm 
Toshiba was discovered to have sold the 
Soviet Union strategically sensitive 
machine tools earlier this year, the 
Nakasone government came under in- 
tense pressure to opt for co-develop- 
ment of the FSX (REVIEW, 10 Sept.). 

By favouring a joint project, Japan 








depend on which of t 
dels Japan. accepts. . M 
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y Japanese-built aircraft. The F16 


more expensive to modify, - 


ssible, and Tokyo, whica is footing 
e bill, will oblige. Mitsubishi Heavy 
idustries (MHI) is expected to be the 
ain contractor. The firm and its Japan- 
se rivals have spent a great deal of 
oney on a whole range o? gadgets tc 
ake the FSX a formidable adversary 
gy in operation as possible. 
- disappointment. is. 

ess. Yoshio Sasaki, adviser to 








fighter.” 
to see Nakasone’s decision as sac- 
ing long-term national indepen- 
se for enor tenn i de 
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E ment — to put: in the : air. "This would | 
perhaps. two-thirds the cost of a 


lighter and less costly than the F15: 


Japanese companies will now make 
sry effort to ensure that they do as 
ch of the work on the new fighter as. 


vill want to see as much of the. new 
bitter 


. said: “If we let this chance slip. 
our technical experts will be scat- 
d to the four winds, and Japan will 
get another chance :0 make its. 
Such industrialists are 
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the establishment of diplomatic ties be- 


prince's 23-27 September visit to Japan 

































L “ter nber by Thailand’s Crown Prince 
Maha Vajiralongkorn was meant to 
mark the high point in the centenary of 


tween the two countries. But a display 
of indignation in Bangkok in the after- 
math of the royal trip, prompted by alle- 
gations of inappropriate Japanese treat- 
ment accorded him, has cast a shadow 
over the event. The ensuing uproar has | 
also threatened to mar a scheduled visit. 
to Japan during 10-13 October by Thai 
Prime Minister Prem Tinsulanond. 

The Thai Foreign Ministry gave no 
details of the incident apart from saving. 
that some of the incidents during the 


were: inappropriate. But several. ac- 
counts were documented at length in 
Thai Rath, the influential mass-circula- 
tion Thai dailv, which described them 
S a serious affront to the royal digr 
The  newspape: ook issue in parti 7 
with one ir nt E 
25" September when the chauffeur of 
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b ptly pulled 
up. on thé highwe es and dashed off to 
relieve himself. The incident 
on the way to Kamakura after the prince 
had visited the National Defence 
Academy. " 

The prince was. originally scheduled 
to visit other areas during 28-30 Sep- 
tember, but this part of the trip was 
dropped. According to the Thai Foreign 
“Ministry, he comp eted “ali the sche- 
dules in the official itinerary" and hadto 
return home to perform important state 
functions. |... 

Thai sensitivity is. explained by the 
local public's traditional reverence for 
the royal family. After. days of scathing 
criticism against Tokyo published in the 
pages of Thai Rath, Deputy Foreign 
Minister Prapas Limpabandh uon 1 Oc- 
tober summoned the Japanese charge d' 
affaires to express 
ese Ambassador ; 
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‘the diplomatic action was | 


taken after “high-level consul- | 
tations” here. Foreign Minis- 
ter Siddhi Savetsila, who was 
accompanying Prem on a tour 
of the US at the time, was 
subsequently informed by 
telephone. According to a 
Foreign Ministry spokesman, 
the director of Japan's Pro- 
tocol Department, who was 
in charge of overseeing the 
prince's visit, had previously 
expressed regret. "But that 
was not enough .. . It’s now up 
to the Japanese to respond," 
the spokesman said. 


wo days after the diploma- 

tic move, about 100 Vil- 
lage Scouts — members of a 
grassroots movement with | 
nationwide branches which 
profess to uphold the three 
sacred institutions of nation, religion 
and king — staged a peaceful protest 
outside the Japanese Embassy. 
Threatening to mobilise a mass demon- 
stration, the protesters, who were from 
a northern Bangkok suburb, set a 30- 
day deadline for Tokyo to seek the 
prince’s pardon. 

The Japanese, meanwhile, claimed 
that there had been no intention of 
showing disrespect and that the recep- 
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The prince with Japan s Crown Prince Akihito. 








tion for the prince was carried out with 
sincerity. A 2 October Kyodo news- 
agency report quoted a Japanese 
Foreign Ministry official as admitting to 
the chauffeur incident but denying that 
it was meant to dishonour the prince. 
The chauffeur, a ministry employee, did 
stop at the tollgate of an expressway to 
use the toilet but he had to do so be- 
cause he suddenly felt ill, the Japanese 
official said, 





The Japanese also dismiss- 
ed as a "difference in cus- 
toms" allegations in Thai Rath 
that the prince was treated 
with dishonour during a visit 
to Nagoya. The newspaper 
said he was asked to sit at à 
chair similar to those for other 
guests during a ceremony to 
unveil a bronze statue of King 
Chulalongkorn and had to 
pick up from the ground the 
rope used in the unveiling. 
Thai Rath asserted that many 
people in Thailand felt in- 
sulted when they watched the 
scene on TV. 

On 5 October, officials in 
Bangkok confirmed that 
Prem’s scheduled Tokyo visit 
would remain unchanged. 
The immediate. consequence 
of the uproar, however, is a 
revival of anti-Japanese senti- 
ment here — Thai Rath for instance was 
openly campaigning for a boycott of Ja- 
panese goods. Although the early 1970s 
scenes of violent anti-Japanese street 
protests are unlikely to be repeated, the 
Thai intellectual community still har- 
bours a strong degree of distrust over 
Japan's deepening economic influence 
in this country. How far these feelings of 
animosity will go depends on develop- 
ments in the weeks ahead. Oo 
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| Balance, Control and Strength 


Fe Three Good Reasons To Invest With Our Team 
| Â > P 


At PFC we have a proven team of skilled investment professionals whose experience has 
already won results. 


olo and international investments. Both demand exacting skills from their exponents. 
Both require balance, control and strength. Plus years of experience. And teamwork. 


Look, for example, at the success of the unique PFC Intemational Portfolio Fund, which 
brings together some of the best funds and managers available in Hong Kong. 


The Fund offers three investment strategies: Specialist Growth up 16096*, Balanced 
Growth 14096* and Sterling Income 187%" (all figures in US dollars) since launch 
April 1985. And more than US$112 million is invested in the Fund. 


To take advantage of PFC’s successful teamwork, complete and return the coupon below. 


* Figures from SCMP bid to bid. The price of units and the income (in cases where income is distributed) 


from them may go down as well as up. 


Name: — 
Mr. David Wilkie or Mr. Vincent Chan Address: 
Personal Financial Consultants Ltd. 
1301 World Trade Centre, 
Causeway Bay, Hong Kong. 
: 5-8908448 
Tel 214 Phone (Office): — 
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Sex for secrets 


An Indian official is caught in the leaking act 


By Salamat Ali in New Delhi 


or the second time in three years, the 

Indian intelligence community has 
been rocked by a spy scandal. A senior 
official in the Research and Analysis 
Wing (RAW) — the country's externa! 
intelligence agency — has confessec 
that he passed on sensitive security in- 


- formation to a foreign power. 


Although the foreign er has not 
been officially identified, 47-year-olc 


_K. V. Unnikrishnan, a deputy inspector- 


neral of police on secondment to 
W, had allegedly leaked secrets of 
India's dealings with Sri Lankan Tami! 
insurgents to a US agent. 
Unnikrishnan's activities were re- 


| vealed shortly before New Delhi anc 
_ | Colombo signed a peace accord on 29 


a 
X 


July to end the Tamil insurgency in Sr 
Lanka. Since then the RAW leadership 
has been engaged in changing its secre: 


_ codes and communications procedures. 


_ in addition to reviewing all other aspects 


of its work which have been com- 
promised. 


Before his arrest, Unnikrishnan 


- | headed the RAW’s operation in Madras 


and was directly in charge of Indian 
dealings with Sri Lankan Tamil mili- 


| tants based in the south Indian state of 


+ x 





Tamil Nadu. Although he was not part 
of the decision-making apparatus, as 
field coordinator of Tamil militants he 
was privy to most of the details of the 
secret negotiations involving New 
Delhi, Colombo and the militant Tamil 


ups. 

Authorities began to suspect a major 
leak in the RAW set-up when Indian 
negotiators were repeatedly discon- 
certed during their talks with Sri Lan- 
kan officials, who seemed to know in 
advance details of New Delhi's discus- 
sions with the Madras-based Tamil re- 
bels. New Delhi was also surprised that 
Colombo had detailed knowledge of 
clandestine arms shipments received bv 
the insurgents and all the weapons 
India had confiscated from the Tamil 
guerillas. 

In mid-1985, when India brought 
Colombo and the militants together for 
peace talks in the Bhutanese capital of 
Thimphu, it discovered that the mili- 
tants' negotiating strategv and the Indian 
view of it had been leaked to Sri Lanka. 
Last year, Indian Prime Minister Rajiv 
Gandhi appointed P. Chidambaram, a 
junior minister, as his special represen- 
tative for talks with Colombo. Shuttling 
from New Delhi to Madras and Colom- 
bo, Chidambaram began a series of 
talks. What had transpired between him 
and the militants in Madras was usuallv 
known to the Sri Lankans by the 


time Chidambaram reached Colom- 
bo 


One pointer to the likely source of 
the leaks was the Tamil militants' com- 
plaint that Unnikrishnan was playing a 
divisive role by carrying tales between 
their various Madras-based groups, 
wondering loudly if he was truly acting 
on New Delhi's policies as they under- 
stood them. 

Unnerved by the leaks and unsure of 
their source, the RAW leadership 
mounted a massive counter-intelligence 





operation. It placed almost the ertire 


senior strata of the Tamil Nadu pclice 
force and other related Madras-based 
officials, | includin Unnikrishnan, 
under surveillance. or months, these 
officials’ offices and homes were bug- 
ged, their telephones were tapped and 
their movemerts monitored. 


je documents, photographs and 
other material gathered in the 
counter-espionage operation narrowed 
the search to Unnikrishnan by mid-year. 
Ironically, by then his name had been 
recommended to the Prime Minis:er's 
Office for promotion. Earlier he had 
turned down an option to join the reg- 
ular cadre of the RAW, preferring to re- 
main in his parent police service while 
on deputation to the intelligence outfit. 
By the mid-1980s, he was the RAW's 
top field officer in Madras coordinating 
Sri Lankan affairs. 





Confronted with the incriminating 
evidence, Unnikrishnan is said to have 
confessed his spying activities. During a 
tenure in Colombo as the RAW’s repre- 
sentative six years ago, he had become 
friendly with an unnamed US consular 
official and, together with him, engaged 
in several extra-marital affairs with un- 
identified women. Despite these sexual 
escapades, he was apparently a hen- 
pecked husband and his alleged Ameri- 
can contact knew that Unnikrishnan 
was mortally afraid of his wife. 

After his return to India, he was 
briefly stationed in New Delhi before 
moving to Madras. Some time in 1985, a 
woman describing herself as a stewar- 
dess with Pan American Airways tele- 
phoned him from Bombay to say that 
his American consular friend had told 
her to contact him if she felt lonely. Un- 
nikrishnan flew from Madras to Bom- 
bay and a liaison developed be- 
tween the two. During 1985- 
86, she gave him complimen- 
tary air tickets to fly to Singa- 
pore. During those jaunts 
in. Singapore, compromising 
photographs of the stewardess 
and her lover were taken. 

Some time early last year, 
an American official based in 
New Delhi flew to Madras and 
confronted Unnikrishnan with 
the photographs. The RAW 
man was trapped and is known 
to have agreed to cooperate 
with the American, who later 
made Madras his own base of 
operations. 

According to the authorita- 
tive fortnightly magazine /ndia 
Today, the American quietly 
wines out of India when Un- 
nikrishnan failed to show up 
for two pre-arranged meetings 
— after he was arrested in 
Madras some time in the mid- 
dle of the vear. Although offi- 
cial sources have asserted 
that Unnikrishnan's controller 
was an American diplomat, it is not 
clear to which US agency he belonged. 
The implication of the revelations so far 
is that the Americans were pens on 
Unnikrishnan’s information to Colom- 
bo for about 18 months preceding his ar- 
rest. 

As a civil servant, Unnikrishnan 
could not be sacked or demoted without 
an open legal hearing. But New Delhi 
invoked Article 31: of the Indian Con- 
stitution to dispense with the legal re- 
quirements on the poran that national 
security was involved. An open trial 
would have brought to light more than 
India is prepared to admit in respect to 
the insurgency in Sri Lanka. As in the 
cases of other spies. his trial would be in 
camera, possibly at the oL 
Tihar Jail in the capital. And no details 
of the trial proceedings are likely to be 
made public excep: the sentence in^ 
ed. 
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Listening to you. Learning from you. For 38 years. You ve helped us 
develop our philosophy: to keep your needs in focus. 

The formula: By ensuring that the overall success of your stay results from all the 
little things done well. 

You want a good nights sleep, of course. A report typed at the eleventh hour. The 
security of knowing that telex, translation and courier service are at vour command 
You want a simple meal in your room after a long, hard day. And fine cuisine to 
entertain your clients when you choose. The ease of No Stop Check-Out", when 

you re in a hurry to catch a flight. 

You dont want to be victimized by high surcharges on currency exchange and 
long-distance telephone calls. We keep these in focus as well. 

You sometimes want the club-like atmosphere of Executive Floors, where vou 
can conduct your business dealings calmly and efficiently. 43 of our hotels answer 
this need 
Focusing on vou. Hilton International and Vista International hotels. 
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For reservations at any of the botels listed belou; call your travel agent, any Hilton 
International botel or Hilton Reservation Service 





Hilton International/Vista International Locations: 
AUSTRALIA: Adelaide, Brisbane, Cairns’ Melbourne, Perth, Sydney Sydney Airport AUSTRIA: Vienna BAHRAIN BARBADOS: Bridgetown BELGIUM: Brussels 
BRAZIL: Belem, Belo Horizonte, Sao Paulo (Sao Paulo Hilton and Brasilton Sao Paulo) CANADA: Montreal ( Bonavenzure Hilton International) Montreal Amport/Dorval, Quebec 
City, Saint John (New Brunswick), Toronto (Harbour Castle), Toronto Airport, Windsor COLOMBIA: Bogota, Cartagen: CYPRUS: Nicosia EGYPT: Aswan/Luxor (Cruise Ships ), 
Cairo (Nile Hilton and Ramses Hilton) ETHIOPIA: Addis Ababa FRANCE: Orly Airport (Paris), Paris, Strasbourg GERMANY: Duesseldorf. Mainz. Munich GREECE: 
Albens, Corfu GUAM: Agana HOLLAND: Amsterdam, Rotterdam, Schiphol Airport (Amsterdam) HONG KONG: Victoria HUNGARY: Budapest INDONESIA: 
jakarta | ISRAEL: Jerusalem, Tel Aviv’ ITALY: Milan, Rome IVORY COAST: Abidjan JAPAN: Osaka, Tokyo KENYA: Nairobi, Tsavo West (Lodges) KOREA: 
Seoul KUWAIT MADAGASCAR: Antananarivo MALAYSIA: Kuala Lumpur, Petaling Jaya MALTA NIGERIA: Abuja PAKISTAN: Lahore PHILIPPINES: 
Manila PUERTO RICO: Mayaguez, San Juan SINGAPORE SRI LANKA: Colombo’ SUDAN: Khartoum SWITZERLAND: Basel. Geneva. Zurich TAIWAN: 
Taipei THAILAND: Bangkok TRINIDAD: Port-of Spain’ TUNISIA: Tunis TURKEY: /stanbul UNITED ARAB EMIRATES: Abu Dhabi, Al Ain. Dubai. 
Fujairah UNITED KINGDOM: London (Park Lane and Kensington), Gatwick Airport UNITED STATES: Honolulu (Kahala Hilton); Vista International Hotels (operated by 
Hilton International): Chicago (The Drake), Kansas City New York. Pittsburgh Washington, DC VENEZUELA: Barquisimeto, Caracas (Caracas Hilton International and Residencias 
Anauco) “Opening 1987 Hotels with Executive Floors noted m italics 
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and 100 miles from the nearest paved airstrip. 
Your rival sets off with his 5-man team in his mid-size busines 
And you do likewise, in the new BAe 125/800. 2 
The new 800 can carry 6 people, plus crew, plus luggage for 3000 








miles in one ho 








. But other mid-size business jets cant. So, on a 30€ 





mile journey, your rivals jet would lose time on at least one fuelling sto 





And because the new 800 can use unpaved airstrips, it can get 





much closer to your prospect. 
Also, the latest 800 has a more spacious, open-plan cabin. 














uggage: 65 cu. ft. 
As a result, 3000 miles in the new 800 is far more relaxing than - 
3000 miles in your rivals jet. d 
In fact, by the time your rival catches up, you should be well on - 

your way home, clutching your contract. 
Perhaps that explains why the BAe 125/800 is the world's best 


selling mid-size business jet. 





For further information contact: British Aerospace, Civil Aircraft So 
Division, Marketing Operations Centre, PO. Box 35, Stevenage, Herts _ 
SG1 2DG, England. Tel: 07072-68123 ‘Telex: 826876. 





IN ALLY. For the company that moves ahead by thinking ahead 

the Northern Telecom Merdian SL-1ST. Digital telecom- 
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to network your PC's when ycu need to. Get big system 
Capabilities at a competitive price. Get the Meridian 
SL-1ST. Call us today 
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orthern Telecom ( Asia) Limited è Hong Kong Rm 2525, Sun Hung Kai Centra. 30 Harbour Road, Wanchai. “el: 5-757222 è Philippines: Suite €-C Verma IV Bldg, 128 Alfaro 
eet. Salcedo Village. Makati, Metro Manila. Tel: 2-8164021 e Singapore: 133 Cecil S:reat 415-01, Keck Seng Tower, Singapore 0106. Tel: 2255151 e Northern Telecom Japan 
ye: San Miyanaga Bidg, 5-12, Moto-Akasaka 1-chome, Tokyo 107, Japan. Tel: 3-4783311 e Northern Telecom (Mew Zealand) Limited: 2nd Floor, Plimmer House, 99 Boulcott 
treet, Wellington, New Zealand. Tel: 4-737260 * AWA - Nortel Pty Limited: Leve 3, 17 Orion Road, Orion Park, Lane Cove, NSW 2066, Sydney, Australia. Tel 2-4288777 





To Europe via FRA. 
Scent to the hearts of 280 millions. 


Even after crossing continents, the 
freight you sent should be as fresh as 
a daisy. And when it touches down at 
FRA we'll do everything we can to see 
that it stays that way long after it has 


reached its final European destina- 


tion. Apart from the fact that Frankfurt 
is set in the heart of Europe and at the 


pulse of central Europe's major high- 


way network, we entertain regular 
flights from up to 85 international 
scheduled airlines and boast a further 





Frankfurt: Right on target 


230 flights daily to points within 
Europe. Like you, we are serving hun- 
dreds of millions. That's a lot of birth- 
days, and a great many festive occa- 
sions to stay fresh for. Send your 
freight to Europe the FRA way and 
you'll be on the scent of big business. 
Please contact Flughafen Frankfurt 
Main AG, D-6000 Frankfurt/Main 75, 
Telex 4 14 959. Orourrepresentative in 
Hongkong: Mr. Paul Eidens, c/o ITSG, 
Tel. 5-892 1321, Telex 8 3737. 


Flughafen 
Frankfurt Main AG 


When you've an important; 
at the end of your journey, fly 





Wiis: our prime objective is always to help our passengers arrive in better shape, we appreciate 
tha: there are some equally important people waiting at the end of your journey. That's why we're continumg to 
develop and increase the number of our popular long haul, non-stop flights. And inside Asia maintain our 
comprehensive network and convenient schedules. 

Our pilots are picked from the best the world aas to offer. And our cabin attendants, chosen from ten 
Asian lands, take pride in making vour journey as relaxed as possible. 

So you can be good company as soon as you get off the plane, rather tnan recovering just in time 


for your next trip. 
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e WILL China's strongman, Deng 
Xiaoping, finally stand down? Will his 
protégé, Zhao Ziyang, give up his pre- 
miership and continue as the party's 
general secretary? Is the man tipped as 
premier, Li Peng, a conservative or a 
modernising technocrat? 

The China Watching industry is en- 
joying one of its intermittent booms. 
The non-specialist readers of the 
world's press are being bombarded by 
long articles curtain-raising the 13th 
congress of the Chinese omini 
Party to be held in Peking later this 
month. Their eyes flicker over dozens of 
unfamiliar Chinese names (rendered 
even less familiar by the pinyin translit- 
erations) of contenders for the jobs due 
to be allocated. 
® THE simple question concerns the 
numbers of posts going to supporters of 
Deng or to his rivals. That said, much 
Obscurity follows and the D 
analytical prose tends to become heavy 
going. The issues are admittedly com- 
plex, as are the individual degrees of 
adherence to various causes. The 
China Watchers attempt to clarify the 
situation by attaching labels to the con- 
tenders: hard-line, conservative, or- 
thodox Marxists on the one hand and 
modern-minded, reformist, pragmatic, 
liberal Dengists on the other. The trou- 


from the subsequent party debate on 
how best China should catch up — a na- 
tional sense of purpose often over- 
looked by those viewing China in isola- 
tion. Broadly, the conservatives regard 
China as having achieved a high degree 
of socialism and wish to stick to central 
planning, public aspis and collec- 
tivisation under the rule of a party ren- 
dered immune from Maoist excesses, or 
"leftist adventurism." 

The Dengists feel that Mao's at- 
tempts to leapfrog various stages of 
Marxist historical development has de- 
nied China its capitalist experience, 
leaving it a long way back on the road to 
socialism. Further, the successful 
economies of East Asia could provide 
useful models for modernisation. 
€ DENG the pragmatist has so far 
given short shrift to the doctrinal dis- 
putes which swirled around. these 
strategic choices (“It does not matter 
whether the cat is white or black, as long 
as it catches mice"), vaguely defining his 
goal as "socialism with Chinese charac- 
teristics." But a Marxist cannot afford 


ble is many of the labels do not stick (as. E—— 


with Li Peng). They do little to dissipate 


the outsider's feeling that Chinese poli- E= 


tics are an inscrutable game played be- E= 


hind inpenetrable walls. 

Some China Watchers seem to en- 
courage such puzzlement; they have 
their profession, and must guard their 
mystery. Others are tied up with their 
own ideological  prejudices,  con- 
strained, for instance, to argue that 
Dengism is doomed because one coun- 
try cannot contain two systems or be- 
cause statism always frustrates the mar- 
ket mechanism (despite several exam- 
ples to the contrary in East Asia). Often 
they lose sight of the larger perspec- 
tives. Perhaps because they spend their 
time focusing on the hugeness of Pe- 
king's problems and the minutiae of 
party infighting, they often seem to ig- 
nore such basics as China's geographical 
position. 
€ IN fact, much of what is going on in 
China stems from Peking's horrified 
realisation in the 1970s, as it emerged 
from the long vears of Maoist chaos and 
isolation, that China had fallen at least 
two decades behind many of its East 
Asian neighbours. Peking could not 
contemplate slipping even further be- 
hind the successful economies of Japan 
and South Korea, to say nothing of the 
levels of prosperity being enjoyed by 
compatriots in Hongkong, Singapore 
and Taiwan. Radical changes were 


necessary. 
Most of the squabbles today stem 
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to do without his dialectic, and the con- 
servatives have exploited his lack of 
doctrinal authority. 

Deng the survivor, knows when to 
reculer pour mieux sauter. As the 
REVIEW's Peking correspondent Ro- 
bert Delfs (a writer not vulnerable to 
the above strictures on China Watchers) 
reported last week (Ideological incon- 
sistencies), this month's party congress 
will see Deng's response. It will adopt a 
pe statement recognising China's re- 
ative backwardness, defining it as being 
in a "preliminary stage of socialism. 
With this admission, Deng will gain a 
dialectical justification for the non- 
socialist sectors of the economy — for 
non-collectivised farming, material in- 
centives, profits, private enterprise, 
foreign participation — even for stock 
exchanges and golf courses. It remains 
to be seen whether Deng's new doctrine 
will draw any of his opponents' teeth. 

e PROBABLY not, if the history of 
puo politics in China is anything to go 

y. But that does not mean that Deng 
and his policies are under any real 
threat. The foreign observers' propen- 


| sity to personalise issues has led to un- | | 


founded fears that Dengist policies are |: 
likely to wither on the vine as soon as | - 


| the protagonist quits the stage. Such a — 


view overlooks the years Deng had had 
to put his men in place, even to defuse 
what once appeared to be the main 
threat to his policies, the armed |. 
forces. i 
Above all, it ignores the massive im- |. 
petus Deng's policies have achieved and — 1 
the lack of any political power base from : 
which his rivals could launch a return to |. 
orthodox Marxism — or Maoism. Deng — 
has ensured that the Chinese man in the | 
street has had a taste of the better life, | 
while millions of new TV sets have | 
shown the standards of living achieved | 
elsewhere in East Asia. No faction can | 
now hope to persuade the Chinese peo- | 
ple to retreat to the days of sacrifice, dis- | 
cipline and austerity. f 
€ OF course, it would be simpler for | 
the China Watcher to describe the lines |. 
of battle if Deng himself better sym- |. 
bolised the cause of the party's rejuve- | 
nation, as the relatively young Mikhail | 
Gorbachov personifies Moscow's new 
openness. Unfortunately, Deng is an 
83-year-old veteran of the Long March. | 
Many of his attitudes were fixed in the — 
days when foreign and domestic | 
capitalism were linked with imperialism — 
as the main enemies of China and its in- — | 
fant communist party. n. 
A jittery Hongkong has had remind- | 


T 
| 


! 


* 
i 


— ers enough of Deng’s own qualifications | 


i 


for the label of *unreconstructed hard- | 
liner" — as when he contemptuously |. 
dismissed colleagues’ promises that Pe- | 
king would not garrison post-1997 | 
Hongkong. He has been equally dismis- | 
sive of the assurances (contained in the | 
Sino-British agreement) that Hongkong |. 
would enjoy democratic elections anda |. 
very high degree of autonomy. His | 
words echoed those of many a Chinese 
mandarin of the past, insistent that 
China's imperial periphery be sur- | 
rounded by subject, tribute-bearing | — 
states. It is echoed in China's resent- 
ment of Hanoi. It was heard again last 
week in the streets of Lhasa, as Tibetans |. 
demonstrated against 37 years of Han 
colonialism. i 
€ DESPITE these rumblings, and de- — 
spite Tibet, Deng is Hongkong’s pin-up | 
boy. For the rest of the world, too, he - 
enshrines China's best hopes of joining {| 
the rest of East Asia on the pragmatic | 
path to prosperity. The result, ironically 
enough, is that the hero of the day and | | 
the man of the future for both Chinaand |: 
the outside world is an octogenarian | - 
Marxist, a political survivalist, who sits 
on the Dragon Throne of the Middle 
Kingdom, as traditionally cunning and 
hegemonic as any Confucian emperor. 

The world demands heroes — and f 
villains — and the China Watchers sup- | 
ply those needs. 1:3 
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"MN McBeth in Seoul 
fter twice seeing their presidential | 


& ambitions quashed, the politica: des- - 
ies of opposition rivals Kim Young | 
| done little to change the basic views of 


m and Kirr Dae Jung are on a poten- 
lly disastrous collision course once 


again. Andif there is agreement on any- 


soldiers. a theme which served as yet 
another reminder that the new air of 
democratisation in South Korea has 


many cf the country's security-con- 


. scious leaders. But he also reminded the 


ng, it is that the only person likely to | 


benefit from the stand-off is ruling 
»mocratic Justice Party (DJP) candi- 
ate Roh Tae Woo. 
Weeks of fruitless talks in political 
Ck rooms appear to have only hard- 
ed the resolve of the two Kims, with 
th now issuing statements that make 


heir twin candidacy in the year-end | 


dential elections an almost 
gone conclusion — but not neces- 
t the time of the poll itself, due in 
lecember. 
speculation that Kim Dae 
was merely trying to force major 
litical concessions from his. political 
in exchange for the opposition 
ification Democratic Party (RDP) 


ination quickly subsided after he- 


d Kim Young Sam's offer to | 


. over the party presidency. Kim 


Sam told him: “I think your can- | 


cy will only worsen localism and 
won't help to end continuing mili- 
y involvement in politics.” 


servicemen that "both opportunities 
and risks intermingle in the present 
period when expectations for demo- 
cracy, prosperity, peace and unification 
are rising to an unprecedented level." 

. It is this very phenomenon — and a 
large measure of personal ambition — 
that has fuelled the rivalry between the 
two Kims, exasperating potential voters 
to a point where they could conceivably | 


Kim Dae J ung's call for the strict sep- | | 
on of civilian and military powers $ 
made him a natural foe of the army, - 
h believes that internal politicalsta- | 


às just as important to the nation's | 


as the government's forces fac- | 


ommunist North Korean troops | 
e demilitarised zone. 


1. Young Sam's moderate ap- 


roach, however, finds more accept- 
ce among the generals. The REVIEW | 
has learned that in recent weeks the 
RDP. president has had a number of 
meetings with senior officers. 
© But perhaps the most public en- 
dorsement of his standing was the De- 
fence Ministry's invitation to a live-fire 
demonstration of the army's new locally 
made K1 battle tank at a proving ground 
utside Seoul. There, the RD 


right of President Chun Doo Hwan. 
The military's place in the scheme of 
things was underlined on 1 October 
en thousands of rear-echelon troops 
columns of armour ‘and artillery 
raded through downtown Seoul to 
nemorate Armed Forces Day. The 
e three-yearly display of 
, which also featured a fly-past by 
th Korean air force jets, was the 

ggest in the capital’s history. — 
Chun dwelt heavily on the danger of 


ist ideology during his pen to the | 


leader | 
as pictured sitting behind and to the | 


po 
| 
| 
| 
j 


epitomises. 

Certainly, the longer the squabble 
oes On within the opposition, the more 
it is likely to hurt its chances at the polls. 
And ever ifthe Kims do somehow work 
out a power-sharing arrangement, àny 
RDP administration would look more 
like a coalition than a single-party entity 
with all the troubling uncertainty that 
would entail. 


B y pressing ahead with his challenge, 
fw Kim Dae Jung would be left with 


would allow him to keep his options 


right thing to do. 
"Kim Young Sam currently has the 
| majony of support in the RDP, making 


for the stability and continuity that Roh | 
| his Cholla birthplace. But the tumultu- 


the choice of either running as an inde- | 
pendent or going back on his word and 
making tae split final by forming ais 
own party. 
he will take the former course, which | 


Political observers believe | 


open and possibly pull out of the race at | 
the last moment if he senses that is the | 


| Kim Dae Jung rules out a vote show- 


down on the convention floor, criticis- 
ing his one-time ally for breaching party 


. rules by failing to organise 36 of 92 party 


i 


i 
i 
| 
| 
i 
| 
| 
| 
i 
| 
| 
| 
| 


lem." 


chapters allowed across the country — a 
move that would give the two equal. 
party support under their tacit 50-50 
power-sharing arrangement. 

Meanwhile, Kim. Dae Jung con- 
tinues to lay stress on the mandate he is 
convinced he has from the masses. As 
one associate put it: *These days he is so 
stubborn. Pride anc emotional confron- 
tation are very important in Korean poli- 
tics." And in throwing out yet another 
hint of his future intentions, Kim told a 
recent Christian gathering: “The people 
support and encourage me beyond my 
expectations. If don't run fer the presi- 
dency, I will face a situation in which I 
cannot appear before the people, be- 
coming a political turncoat.” 

This belief has been with him for a 


wash their hands of the RDP and settle | long time and appears to have ida in 


magnitude since a trip in September to 


ous reception he received there con- 
trasts sharply with the relatively gne 
crowd of 40-50,000 he drew during 
most recent journey to the western in- 
dustrial centre of Bupyong — a blue- 
collar electorate where a much greater 
turnout was expected. 

Although even his own supporters 
believe he has the loyalty of fewer than 
the 32 of the 69 RDP assemblymen that 
he. claims to have, Kim Dae Jung's 
strength lies in the solidarity of his 
Cholla-born voters. At the same time, 
however, he does no: want to be blamed 
tor dividing the party. “He has to work 
out how to accommodate himself [as a 


candidate] without Camaging the party 


a source close to him 


organisation,” : 
Dur] his biggest prob- | 


said. "That's 


After refusing: so far to p put his popu- 
larity to the public test, Kim Young Sam 
is now. Panone a swing through Pusan, | 





SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. 
AND THERE NEVER WILL BE. 


Taegu and Masan in his native 
Kyongsang region. Kim previously 
vowed not to hit the campaign trail until 
a unified candidate had won nomina- 
tion. His change of mind — and the 


informal declaration of his candidacy on 
30 September — was seen as an implicit 
admission that the gulf between the op- 
position factions has widened im- 
measurably. 

Former prime minister Kim Jong 
Pil’s long-expected re-emergence into 
political life adds a complication to the 
equation — and there is general agree- 
ment that Roh and, to a lesser extent, 
Kim Dae Jung will suffer the most from 
his expected candidacy. While his 
chances of winning seem remote, Kim 
Jong Pil is determined to stake out some 
political turf of his own and present him- 
self as an obstacle to a regime he be- 
lieves deprived him of inheriting the 
mantle of his uncle, the late president 
Park Chung Hee. 


y jeu architect of Park's 1961 coup and 
the first director of the Korean Cen- 
tral Intelligence Agency (now the 
Agency for National Security Plan- 


ning), Kim den Dig was prime minister 
from 1971 until his break with the presi- 
dent in 1975. His name surfaced in 
numerous scandal cases over the years, 
ranging from the importation of illegal 
Japanese pachinko game machines to 
stockmarket manipulation and bribe- 
taking. 

Shortly after Chun's seizure of 
power in 1980, Kim Jong Pil's substan- 
tial personal properties, including a 
large farm in his home province of 
South Chungchong, were expropriated 
by the government as "illegally gained 
fortunes." Kim admits the allegations 
are a continuing embarrassment, but in 
an often rambling defence he claims 
that he never used his position for per- 
sonal gain and that the wealth he ac- 
cumulated was used for the benefit of 
the country's youth. 

Government strategists say Roh will 
be safe if he secures 10 million of the 
total 25 million votes in a three-way 
race. Nothing is clear cut, however. If 
four candidates eventually contest the 
election, neither Roh nor the Kims can 
realistically expect much more than 
3096 of the popular vote — and proba- 
bly a greatly reduced sense of legitimacy 
than might otherwise be the case. 

Some South Korean commentators 
suggest that in the end the race will 
be one of personalities, rather than 
policies. A prominent government offi- 
cial recently described Roh as an “all- 
weather candidate, more popular than 
the DJP itself." That may be so, but 
while he has sought to distance himself 
from the Chun administration, the 
biggest test of Roh's credibility may 
very well be the government's willing- 


Informations by 


BLANCPAIN SA - CH-1348 Le Brassus - Switzerland 


Tx 459 420 Tél. 01041-21 85 40 92 
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Faithful to the traditional art of watchma- 
king, each watch is still assembled, pol- 
ished and finished by hand by the indivi- 
dual watchmaker. 


In all, only four ladies’ watches and six 
men's watches, each individually signed 
and numbered, leave our workshops at 
the end of the day. 





ness to turn the DJP leader's 29 June €) Pant Jewellery Co. Ltd. ES KUNG BROTHERS QD ELDORADO waren ce ore 
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Restore peace, or else... 


Jayewardene turns the heat on the Indian forces 


: 
By Manik de Silva in Colombo 


thnic violence in the eastern Trin- 

comalee district, which claimed at 
least 12 lives eariler this month. has 
strained relations between Sri Lankan 
security forces and the Indian peace- 
keeping force (IPKF). 

On 4 October, Sri Lankan President 
Junius Jayewardene indicated that he 
may be compelled to ask the Indian 
troops to pul! out of Trincomalee if law 
and order were not restored there im- 
mediately. Some 10,000 Indian troops 
and paramilitary forces are deployed in 
the north anc east of the country to en- 
force the July Indo-Sri Lankan peace 
accord. 

Jayewardene made this indirect 
threat at a meeting with Lieut-Gen. De- 
pinder Singh, the chief of India's South- 


ern Command, and the acting Indian || 


high commissoner in Colombo. Also 
present at the 4 October meeting from 
the Sri Lankan side were National Secu- 
rity Minister Lalith Athulathmudali and 
military and police chiefs. Although an 
official statement only referred to con- 
tinued cooperation and stated that the 
Indian general was flying to the east 
to ensure India’s obligations, sources 


present at the meeting confirmed 
that Jayewardene “had made his 
point." 


While the top brass on both sides 
could iron out the problems at their 
level, implementing the peace accord 
on the ground is another matter. The Sri 
Lankans are convinced that the Indian 
troops have been partial to the Tamil 
militants and that the Indians had also 
provoked the Sri Lankan forces. In 
turn, the Indians have charged Colom- 
bo's forces with sniping at them. 

Sparking off the recent violence was 
the Liberation Tigers of Tamil Eelam — 
commonly called the Tigers — whose 
followers left at least 12 civilians dead 
and some 400 houses and shops de- 
stroyed in the harbour town of Trin- 
comalee. Officials said the death toll in 
the villages and settlements in the 
sprawling dis:rict was much higher. 
During the height of the ethnic war, the 
abi Sinhalese settlements in the 
district had be2n under constant attack, 
but the town itself had always been very 
well secured. 

The picture changed with the provi- 
sions of the pcace accord, requiring Sri 
Lankan security forces to be confined to 
their barracks. As violence erupted in 
the east, the government came under 
heavy criticism by the opposition. Dis- 
content among a section of the majority 
Sinhalese that -he accord had eroded Sri 
Lanka’s sovereignty also heightened as 
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the incidents in Trincomalee esca- 
lated. 
Opposition leader Anura Ban- 


daranaike said in a telegram to Jayewar- 
dene: "Sinhalese civilians have been 
butchered in cold blood in Trincomalee 
in the past few days and I am distressed 
to note that the government has 
watched helplessly as the killing took 
place . . . While the IPKF was deliber- 


ately turning a blind eye to the mas- 
sacres, the government's law-enforce- 
ment authorities were under orders not 
to leave their barracks and come to the 
assistance of the people . . . Is this then 





Jayewardeae and Gandhi: pull-out threat. 
the peace you promised the people of 
Sri Lanka at the cost of [the come 
independence, unity, sovereignty an 
territorial integrity? Please ensure, Mr 
President that the writ of your govern- 
ment runs in Trincomalee and in other 
areas where the Sinhalese are a minor- 
ity.” 


he violence in Trincomalee followed 

the Tigers’ agitation to win a series 
of demands including a majority of the 
seats in the interim administration 
which is to run the Northern and East- 
ern provinces until the December elec- 
tions for the joint provincial council. 
The Tigers were given the lion's share of 
the administration with seven places. in- 
cluding tae slot of chief administrator of 
the 12-member council, later expanded 
to 13. 

But their pressure tactics, including a 
last-minute demand to change the chief 
administrator selected by Jayewardene 
from a list of three Tigers nominees, 


were straining India’s nerves. Jayewar- 
dene refused to change the chief ad- 
ministrator, a former municipal com- 
missioner of Jaffna. The official 
promptly declined to serve. Most obser- 
vers believed he was under pressure 
from the Tigers to bow out. 

The violence in Trincomalee 
gathered momentum as the formation 
of the interim provincial council re- 
mained in limbo. In Colombo, Jayewar- 
dene presented the legislation on the 
provincial council to his cabinet. The 
government made it clear, however, 
that the joining of the Northern and 
Eastern provinces as a single adminis- 
trative unit — a core provision of the 
peace accord — would not be legislated 
until the president was of the view that 
the violence in the troubled areas had 
ended and that the Tamil separatists 
had surrendered al. their weapons. The 
president plans to submit the legisla- 
tion to parliament by early November. 

Apparently, Jayewardene 
did not face any major opposi- 
tion to the legislation at the re- 
cent cabinet meeting. Agricul- 
ture Minister Gamini Jayasuriya 
had said he could not support 
the legislation providing for 
even the temporary joining of 
the north and east. But after 
some deliberation, the cabinet 
— including Prime Minister 
Ranasinghe Premadasa who was 
pers about the accord — ap- 
peared to have. fallen in line. 
However, Jayewardene's confi- 
dent assertion that his party MPs 
would vote en bloc for the bill 
was belied by one of them re- 
Signing his parliamentary seat 
saying he could not support the 
legislation. 

The MPs are also under phy- 
A sical threat by Janatha Vimukthi 

| Peramuna (JVP), an extremist 

Sinhalese organisation. Special 
arrangements are being made for their 
security as JVP activity escalates. Police 
attributed attacks on the headquarters 
of the Trotskyist and Communist parties 
in Colombo on 1 October to this group. 
Both these leftist parties support the ac- 
cord. The JVP su»versives have also 
been attacking activists of the ruling 
United National Party in remote vil- 
lages and also attempted to assassinate a 
prominent southern communist on 1 
October. 

Although the going seems rough at 
present, Jayewardene is clearly deter- 
mined to implement the agreement and 
ensure peace on the terms of the July ac- 
cord with India. But New Delhi, which 
has lately engaged in some tough talk 
with the Tigers, will be forced to flex its 
military muscle to ensure that the mili- 
tants are fully disarmed. The Tigers too 
will have to adapt to the new situation 
and acquire the administrative and poli- 
tical skills they will need to win the pro- 
vincial council election. Oo 
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Standard Chartered 
Offshore Money Market Fund. 





We treat every investment 
like a million dollars. 


Standard Chartered. One of Britains largest indepen- 
dent international banks. A world leader in international 
money management and currency dealings, with multi- 
currency deposits in excess of £28 billion. And with over 
2.000 branches in more than 60 countries. In fact all the 
credentials you're looking for if you're planning to invest in the 
offshore money market. Choose between ten Standard 
Chartered funds. All offer the security of a Jersey based bank, 
and the advantages of significantly higher interest rates 
available to the company on the interbank markets, normally 
only available to investors placing sums equivalent to US$ 
1 million or more. 

And yet the minimum deposit is only £1,000. 


Currency Funds 





These funds are for those who prefer to manage their own 
portfolio of currencies. There's a choice of 8 - Sterling, US$, 
Can$, Aus$, Deutschemarks, Swiss Francs, ECU and Yen 
with no initial charges. Switching currencies when you think 
the moment is right couldn't be easier, and there's the flexi- 
bility to realise your holdings when you want to at short notice 
- just two days. 


Managed Funds 





You can put the vast experience and expertise of Standard 
Chartered Managers to work on your account by investing in 
the Managed Funds. The aim is to maximise growth by 
balancing interest rates with rates of exchange and with the 
help of 20 dealing rooms around the world, providing up to 
the minute market information round the clock, Standard 
Chartered is particularly well placed to meet that aim. 
Management charges and fees are low and you can realise your 
holdings with just two days notice and choose the Dollar or 
Sterling fund depending on how you measure your wealth. 

Investors will appreciate that the price of the shares as 
well as the income from them may go down as well as up. 

To find out more, just call Allan Wong on 5-243037/ 
5 8444283 or simply fill in the coupon below and we'll send 
you a Fund Prospectus. To: Mr Allan Wong, Standard 
Chartered Bank (C.I) Ltd. 12V, Gloucester Tower, 

The Landmark, Central, Hong Kong. 


Please send me a copy of the Fund's Prospectus and Application form. 
Audited accounts are available on request. 


Standard £ Chartered 


Britain's fifth largest bank... and growing 


Standard Chartered Bank (C.I) Ltd. 
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y Wiliam Wetheral in Tokyo 

| Japanese neo-nationalist in the 
guise of a doomsday Biblical 
prophet tells his readers that Jews, most 
f them Americans, are coming to 
apan. to stop it from succeeding. 
lasami Uno's popular books and lec- 
ires warn of Jewish designs on a world 


with its streets would be swarming with 
black rapists. 


ainst the dollar, as a means of reduc- 





Old Testament. 
Jozens of 





ellers are getting the most atten- 
Anti "Semitismi is proving a menace 


e Oetomo in Pasuruan 
inese glove-puppet theatre per 
formances, which originated i 
ther Fujian province, have made á 
neback in many of the towns of Cen- 
i and East Java. These p:ays, called 
po te hi in the Hokkien dialect of 
Chinese (literally meaning linen-sack 
play), resemble a Punch and Judy Show 
and were transplanted by immigrants 
from China to Indonesia as early asthe 
17th century. 
| pm some places, the performances 
mopped during the Japanese occupation 
1942-45) and the ensuing war for In- 
oneni independence. And for about 
a decade after the 1 October 1965 
putsch, which the present New Order 
'Overnment alleges to have been mas- 
rminded by China, po te hi fell victim 
the overall repression of various 
unese religious practices and customs 
well je the. ublic use of Chinese 
2 ays, performances are 








inese businesses. 
e hi mances are held on 
mple ‘grounds, inside romps or in 





YD 


in which Japan would be only a factory 


-Uno claims that the Jews fomented - 
© ol crisis of 1973-74, and that the 
same Jews are behind the rise of the yen | 


g Japanese profits in the trade war. He | 
5 that the US-Japan trade problem — 
y 2 anon between Japan | 





books with Jewish | 
nes, many of them alleging a Jewish " 
piracy to rule the world, have ap- | 
ed in Japan in recent years. Uno's | 


| community halls. At major pilgrimage 
| temples, there are several shows daily, 
| each lasting up to two-and-a-half hours. 
| These. temples have their permanent 
troupe of puppeteers and accompany- 
ing musicians. A minor tem 


 atinerant troupe for a month or two dur- 


pe veriodically as a result of a | and liberally sprinkled with Hokkien 


i inese feeling ora spell of |.» 





| okkien, but now only the chanted 








for Jews in the country. Ultra-rightist 
prope Lave wired swastika posters to 
okyo telephone poles. The posters 
blame the Jews for rising land prices.and 
demand that Japan protect itself from 
an inflow of other races. Some Jewish 
groups and individuals have received 
threatheaing phone calls and notes. 
About 1.22 million Japanese readers 
have read one or more of Uno's three 


bestsellers. How many Japanese agree | 


with him is perhaps less important taan 
why they are turning to books like his in 
the first place. 

Such books are both profiting from 
and contributing to 


panese a:titudes towards American and 
Suropean reaetions to Japan's econo- 
mic success. In this sense, they. are a Ja- 
panese outbreak of the universal dis- 


ease of the mind called paranoid escape. 


But few Japanese intellectuals are 


| criticising them, and most are overlook- 
, ing their pernicious racialism. 


hold performances conducted by an 
ing the year, generally following an im- 
portant date, such as the birthday cf a 
deity worshipped at the temple. . 

In the majority of cases, each show is 
sponsored with a voluntary donation to 
the temple, ranging from Rps 22,000 
‘US$13) to Rps 60 0.000, by an individual 
or a business as a token of gratitude to 
the gods. 

Although the repertoire of the pe te 
^i is based on episodes from traditional 
Chinese I: terature, in Java — at least for 
the past 40 years, if not longer — In- 


donesian has been used, sometimes pro- 


nounced with a slight Chinese accent, 


vords and phrases. 
Tn the: earlv 1960s one could still 





watch po te a performed entirely in 


oy 


the chrenic 
j Xenophobia and accute anxiety in Ja- 
between Confucianism and |- 


Aenean Aa ct cae ca i e PRI HER AT ES SA AE SR ERAN NNR pe eniti dar m er MAREA 


PE may | 





‘thousands | of Jewish refugees 


Chinatown of 
East Java api rovinéa The! 


very close: toth 
also uses typi i 





:  Uno's cries of. "Jewish. peril" t t 
"stimulate Japanese patriotism are 


hardly new. Anti-Semitism took root in 
Japan in the early 1920s. Nazi ideology 
thrived beside Yamatoism in the 1930s 
and early 1940s, during Japan's alliance 
with Germany. At :hat time all Japan- 


ese, including colonial minorities like 


Koreans and Taiwanese, were taught to 
believe that the dominant Yamato race 
was spirituálly superior to other peo- 
ples. But there was never a holocaust in 
the Japanese empire, which accepted 
om 
Europe. 

Japanese concern about the Jews 
went into hibernation after World War 
II. It stirred again in the early 1970s with 
bestsellers like The Japanese:and the 
Jews by Shichihei Yamamoto, . alias 
Isaiah Ben-Dasan, who used the Jews as 
a foil for his views of Japanese unique- 
ness. And it fully reawakened in the 
1980s with books like The Secret of the 


Jewish Power that Moves the World by 
Eizaburo Saito, a pre-war 


- educated 
journalist, TV commentator and scho- 
lar who has been a Liberal Democratic 
Party member of Japan's Upper House 
since 1974. ER. 
Uno, born in 1942 an a teacher of 
eography an istory in a public hi 
school "uil 1975, turned. fo ola A 
















po are in the dialect, am ever 
only if the puppeteer masters it. “Other: 
wise he merely chants nonsensical sylla- 
bles. Java's Chinese population are now 
mostly third generation and many are 
unable to speak Chinese. — 

The use of local languages is one sign 
ofthe degree and direction of accultura- 
tion in Java’s-ethnic Chinese communi- 





| ties. Other signs of Chinese-Javanese 


acculturation in the arts are particularly 
visible at the po te hi performances in 
Pasurüan, a municipality on the north- 
ern coast of J ava’s Eastern Salient once 
famous for its affluent sugar magnates. 
For one thing, the puppsteer and 
musicians of the itinerant troupe per- 
forming at the town's Compassion and 
Virtue Temple for two months this year 
to celebrate the birthday of Guan Gong, 
the deified legendary warrior from the 
Romance of the Three Kingdoms, are 
all ethnic Javanese. 





T puppeteer, a man in his 30s, learn- 
ed his trade from an old Chinese 
puppeteer who performed pe ermanently 
at a pilgrimage temple inthe old 
urabaya, the oe of 















phrases... 


akkie 1 words and | 


peril" books after half a dozen volumes 
on Biblical prophecy. His first two 
Jewish books blame the Jews for the 
global and national doom which their ti- 
tles predict. Understand Judea and the 
World will come into View came out in 
April last year. Understand Judea and 
Japan will come into View followed in 
November. 

Uno's third book, The Day the Dol- 
lar Becomes Paper: Now is the Time to 
Study Jewish Wisdom, was published in 
May. He wrote it while aware that 
foreign and Japanese critics were calling 
the first two books “anti-Semitic” — a 
label which the third book tries to reject 
with a title that appears to admire 
Judic ideals by deeming them worthy 
of study. But the third book continues 
to blame the Jews for the world's and 
Japan's problems. And much more 
clearly than the first two books, it shows 
Uno's true neo-nationalistic colours. 


no believes that the Jews plan to 
rule the world by controlling infor- 
mation, oil, grains, money, and militar- 
ily powerful countries like the US, the 
Soviet Union and China. He claims that 
they already run the biggest oil and 
grain majors and the most influential 
newsagencies and banks, and that they 
control the US Government and key 
American multinationals like IBM. 
Marco Polo was a Jew, so was Col- 
umbus, according to Uno. And Japan's 


On the other hand, he 

also uses Javanese sen- 
tences when, for instance, 
he appears to be talking to 
himself or is making jokes. 
He is thus a good example 
of Chinese-Javanese accul- 
turation in the arts: the 
theatre and repertoire are 
Chinese, but the perform- 
ers and medium are Ja- 
vanese-Indonesian. 

The audience is made 
up of both Chinese and 
Javanese, but apart from 
their being together in the 
same place the two groups 
do not mix. This reflects 
in many ways how most 
Chinese and Javanese get 
on in the society at large: most of the 
time the two groups may coexist, but 
they hardly maintain more than the 
most superficial contact. 

This year's series of po te hi perform- 
ances is the third to be held at the tem- 
ple after an absence of many years. A 
temple keeper explained that during 
those years the anti-Chinese atmo- 
sphere prevalent in Indonesian society 
forced the Chinese in Pasuruan to re- 
strain themselves from ostentatiously 
manifesting their Chineseness. The 
New Order government's policy of dis- 
couraging public displays of Chinese 
customs reinforced the restraint. 
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~ = by most Asians. 





Rightwing politician speaks ata rally. 


history with the West is a history of rela- 
tions with Jews, according to Uno. The 
global depression triggered by the 
stockmarket crash of 1929 was precipi- 
tated by Jews. World War II was started 
by Jews like Franklin Roosevelt, who 
provoked Japan into firing the first shot. 

The Americans who oversaw the rc- 
construction of Japan after World War 
H were mainly Jews who were deter- 
mined to prevent the "Japanese race" 
from ever rising again. Post-war Japan- 
ese have grown up ignorant of the 
true causes of the war, guilty about 
the past, and unable to take pride 


The revival of po te hi plays — with 
the New Order government more than 
20 years old — perhaps reflects a combi- 
nation of government relaxation and an 
increase in the affluence of the less 
acculturated (Totok) Chinese. Totok 


Chinese have been the foremost 
beneficiaries of economic growth under 
the New Order, inspiring a a wave of 
temple renovations, revivals of temple 
lion dance and dragon dance groups, 
and ostentatious public celebrations. 
The more acculturated Chinese, the 
Peranakan, had begun to abandon 
Chinese religion and customs for Christ- 
ianity and Western or Indonesian ways 


in their national flag and anthem. 

Uno believes that Jewish “inter- 
nationalisation" will further destroy 
Japan as a putatively monoracial state, 
and so Japanese must reassert their rac- 
ial ethnicity in order to protect their 
gene pools. 

Uno claims that Jewish thought is 
based on eye-for-an-eye, tooth-for-a- 
tooth thinking, and that the Jews main- 
tain their ethnic identity by constantly 
revenging their historical persecutors. 
Japanese, he says, are taught to forgive 
and forget, according to Confucian 
teachings, which Uno states are shared 

The the 


Jews have avenged 


holocaust by dividing Germany, split- 


ting Berlin, and flooding West Ger- 
many with Turkish immigrants and 
refugees, Uno writes. And West Ger- 
many cannot deport such aliens because 
the Jews control the mass media, and 
through it they remind the world of 
what the Nazis did to them. Uno argues 
that because the Turks have 10 kids in- 
stead of two, the Teutonic race will soon 
become a minority. 

Uno claims that the Jews are now 


_ doing the same to Japan. Jewish Ameri- 


can lawyers and businessmen are rush- 
ing to Tokyo to buy up Japanese com- 
panies ensuring that Japan never gains 
control of the world’s finances but con- 
tinues to be a mere factory. Ambas- 
sador Mike Mansfield, and most other 


of life even before 1965. 
The post-1965 repression 
was the death-knell of 
Chinese culture for all buta 
handful of Peranakan. Be- 
sides, though the Compas- 
sion and Virtue Temple 
was erected by their weal- 
thy ancestors in 1857, by 
now most Peranakan in 
Pasuruan are considerably 
less affluent compared to 
their Totok neighbours and 
many could ill afford even 
to sponsor a po te hi per- 
formance. 
Older Peranakan in 
Pasuruan speak of the days 
when their forbears used 
to sponsor not a po te hi 
performance but a Javanese shadow- 
puppet performance (the wayang), 
whose repertoire is based on the In- 
dian epics of the Mahabharata and 
Ramayana. This practice is still main- 
tained in several pilgrimage temples. A 
few Peranakan even learned to become 
accomplished wayang puppeteers or 
musicians. 

One may conclude that the days of 
the Peranakan as leaders of Java's 
Chinese communities were over by 
1965, and after a hiatus of a decade or so 
it is the Totok that now dominate. And 
their paths of acculturation are not the 
same. o 





US Embassy and consular officials in 
Japan are "of course" Jews. Practically 
all foreign teachers of English in Japan 
are Jews and their mission is to soften 
Japan's ethnic defences by inculcating 
the minds of their students with “inter- 
national" thinking. 

All this is part of a Jewish plot to 
bring Blacks, Puerto Ricans and Mexi- 
cans into Japan's labour force, Uno 
states in his second book, which he was 
writing last September when Prime 
Minister Nakasone said that the US is 
less "intelligent" than Japan because it 
has many Blacks and His nics. Uno 
warns that Blacks in Japan have already 
begun raping Japanese women with im- 
punity, as in the 1986 case of a woman 
who claimed that she had been sexually 
assaulted by the sons of an African am- 
bassador protected by diplomatic im- 
munity. 

Uno's books have aroused little criti- 
cal concern. Economic affairs writer 
Masahiro Miyazaki mocks Uno in the 
title of his book, published in April this 


year and called /f you Worry about | 


AP 


TT Pm] 


Makesone reviews the troops: rising 


Judea the World will never come into 
View. Miyazaki is, however, more dis- 
turbed by the “Japanese peril” alar- 
mism in books like Marvin J. Wolf's The 
Japanese Conspiracy: The Plot to Domi- 
nate Industry Worldwide — and How to 
Deal with it, published in 1983 and now 
out in paperback. 


M iyazaki gives four reasons why 
anti-Semitic Japanese books can be- 
come so popular in the age of science, 
and why they are not widelv criticised: 
Japanese intellectuals do not consider 
the anti-Semitic books as something 
they should confront; the *new breed" 
generation raised on computers and hi- 
tech lacks a world view with which to re- 
sist anti-Semitism; the books could be a 
reaction to the over-efficiency of anti- 
Nazi propaganda in Jewish mass media, 
and even if Japanese preceive the books 
as — anti-Semitic, they do not 
understand the implications of anti- 
Semitism in global politics. 





wave of nationalism 


Mivazaki does not say so, but such 
reasons suggest that Nakasone's “intel- 
ligent" compatriots do not endorse the 
"universal" condemnation of racialism. 
Many liberal Japanese intellectuals 
were silent during the 1930s and early 
1940s mainly because, however much 
they may have disliked imperialism, 
they accepted the racialist ideologv of 
the Yamatoists. Although Japarese 
education no longer promotes im- 
perialism, it continues to instil in Japan- 
ese the idea that Japan is a racial victim 
of a hostile Euro-American world, and 
it fails to prepare them to critically 
evaluate arguments that appeal to their 


racial paranoia. 


The late international critic Masao 
Kubota also took Uno to task for his 
anti-Semitism in a book posthumously 
published this April entitled The Ambi- 
tion of the Rockefeller Empire to Man- 
ipulate Judea. Kubota joined the 
“Jewish problem” debate in Japan dur- 
ing the 1970s and wrote some books 
criticising the Freemasons. 

Uno claims that, until the 1960s, the 





US was run mainly by WASPS (White 
Anglo-Saxon Protestants). Now it is in 
the hands of people like the Rockefel- 
lers, who Uno calls Jews in the guise of 
WASPS. Uno defines a Jew as anyone 
who embraces the Old Testament spirit 
of revenge and who wants to punish 
Confucian Japan for its past and present 
nationalism. 

Kubota countered that the Rocke*el- 
lers are the real conspirators, and that 
they dominate the private Council of 
Foreign Relations. He predicted that 
the war to end all wars would be fouzht 
between the Rockefellers and Isrzel. 
He even suggested that Uno's anti- 
Semitic books are a Rockefeller plot to 
cause friction between Japan and the 
US because Japan was a threat to Roc- 
kefeller interests. 

Uno's books have brought Japan 
some negative publicity in such for- 
eign putlications as The New York 
Times. Two Jewish congressmen wrote 
Nakasone a letter to remind him that it 





was his duty to speak out against anti- 
Semitism. The Anti-Defamation League 
of B’nai B’rith pressured Seibu Depart- 
ment Stores to cancel one of Uno's ap- 
pearances, 

During his visit to Japan in May, 
Nobel Laureate Elie Wiesel was 
shocked to find anti-Semitism in a coun- 
try that has so few Jews. “Don’t let it 
happen here,” he pleaded with one of 
his audiences. “Don’t allow perverted 
people to pervert you. .. Don’t let your 
society be corrupt by these silly, absurd 
anti-Semitic people that you have.” 


Com reports have exaggerated the 
extent that Japan is becoming a 
seedbed of anti-Semitism. Such unde- 
served attention bothers Miyazaki, who 
laments on how Uno’s books are caus- 
ing the rest of the world to doubt 
Japan's intelligence, as Newsweek did 
when it observed that “if the Japanese 
could fall for one of the oldest canards in 
Western culture, perhaps they re not as 
shrewd as the rest of the world thinks." 

"There are countries in the world 
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that are jealous of Japan's success and 


are repeating untoward lies that 
militarism is reviving," Mivazaki writes. 
In conclusion he advocates that pre- 
judice, myth and legend be cut away so 
that only the cold facts are left. But in all 
of his concern for the "ever mounting 
danger to our ancestorland" invited by 
ignorance, misinformation and distor- 
tion, he fails, as have other critics, to 
note the real danger in Uno's appeal: his 
Nazi-like use of anti-Semitism to arouse 
xenophobic Yamatoist sentiments. 

The popularity of Uno's books and 
the scarcity of cogent criticism could be 
cited as evidence of Japan s intellectual 
poverty. “Uno’s books are primitive," 
concluded Columbia University an- 
thropologist Herbert Passin in the 
monthly Bungei Shunju. “The fact that 
such books are being read will affect 
Japan's reputation. It would be too bad 
if [people in other countries were to 
think]: ‘Understand Uno and Japan will 

Pd o 


come into view’. 
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Room for growth in Asia 


éé f course paper was invented in China, 

O rather a long time ago,” observes a 

spokesman for Finland's Enso-Gut- 

zeit paper company. "And Japan is the second- 

largest producer of paper in the world, after the 

United States — bigger than Canada, bigger than 
Finland and Sweden together. " 

"Selling paperboard and its technology to the 
Far East may seem a bit like shipping coals to 
Newcastle," echoes the managing director of 
Finnboard. "But Finland today has the laraest 
market share of all board imports into the area and, with the yen re- 
maining strong, our position is improving.” 

Finland, like neighbouring Sweden, is larger than Great Britain, 
West Germany or Italy. Its influence on European trade is also 
greater than its small population (4.9 million) would indicate. De- 
pendent on imports for their high standard of living, the Finns 
have had to build up reliable export industries to match, and 
in their chosen areas of paper and engineering they are a major 
force. 

As one would expect of a small society, the same company 
names recur as the Finns rationalise production. The two giants of 
engineering, Valmet and Wartsila, have divided their overlapping 
operations, with Valmet concentrating on paper machine manu- 
facture and Wartsila on shipbuilding. 
Another major engineer, Ahlstrom, 
has sold most of its paper production 
to the country's largest papermaker, 
Enso-Gutzeit, in return for Enso's en- 
gineering division. Meanwhile, Val- 
met has taken over Ahlstrom's paper 
machine business. 

The result is an unusually clear di- 
vision of responsibility. Ahlstrom of- 
fers fibre handling and processing, 
while Valmet has an unrivalled range 
of paper machines. Meanwhile, the 
forest industry companies, Enso-Gut- 
zeit and the members of the Finnish 
Paper Mills Association, Finnpap, 
concentrate on what they do best — 
making paper. 

Although Finnish engineering com- 
panies are increasing their sales of 
papermaking equipment to the Far 
East, Finland's papermakers are con- 
fident that demand for their exports 
will still climb. And they do not 
concede that their lack of local pro- 
duction shows unwillingness to get 
involved. 

"There is such a limited number of 
countries where you can think of pro- 
ducing paper,” says Simo Pesola, di- 
rector of Southeast Asian sales for 
Enso-Gutzeit. "If we exclude Japan, 
which is already the second-largest 
producer in the world, there are only a 
few areas of Indonesia, Malaysia, 
China, and the Philippines that are 
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Continuous tube digester: fibre handling. 


suitable sites for a papermill. In general, they do 
not have the infrastructure.” 

The investment involved in creating a 
papermill is huge; with the additional cost 
of a pulp mill, it can top US$1 billion. 
Pesola admits that his company has review- 
ed many projects, but little has materia- 
lised. “So much money needs to be spent 
on developing infrastructure that the retum 
on total investment is usually too low to be 
worthwhile. ” 

In Indonesia, though, Enso can point to a joint venture, produc- 
ing phenol film for plywood surfaces. “We have been selling this 
product to the Far East from Finland for many years, but with In- 
donesia being a leading global plywood producer, it was logical to 
move our production to the area.” 

For its continuing exports, Japan is important to Enso. “Of 
course the Japanese are largely self-sufficient in paper products 
and total imports amount to only 4% of consumption. But 4% of 
such a large demand adds up to quite a lot, and Enso provides a 
sizable share of it" Japan is Enso's largest single market if 
European Community countries are viewed individually. The 
bulk of sales to Japan come from its Canadian affiliate, Eurocan, 
but sales from Finiand are on the rise. 

Pesola does not subscribe to 
the view that Japan is an unreason- 
ably difficult market to enter. “I 
don't see the problem as non-tariff 
trade barriers,” he says. "I think 
the biggest problem is that ex- 
porters don't want to comply with 
local habits and customs, likes and 
dislikes. ” 

As an example, he singles out the 
packaging board used to make paper 
containers for drinks and other li- 
quids. Enso is a leader in this board, 
accounting for 15% of global sales. 
"In Japan, this kind of board has to 
have much higher printability than 
most European or American paper- 
makers produce. The Europeans and 
Americans query the concept of high 
quality printing on a disposable pac- 
ket, but if you want to sell to Japan, 
you must be prepared to offer what 
the market wants. 

“Sixteen years ago, we were 
=- , the first Finnish company to set 
| up in Japan. We now operate in 
Singapore, Indonesia and Hongkong 
too. In the fields where we ex- 
cel, we have a virtually unbeatable 
lead.” 

The Finnish Board Mills Associ- 
ation, Finnboard, is less sanguine 
about the problems of selling to 
Japan, but more than satisfied 
with developments in the Far East 
as a whole. "Japan has been virgin 
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Creative trading knows no boundaries 
‘Globetrader” 


Elof Hansson - the global trader active in pulp, paper, 
timber, building material, machinery, steel, chemicals, 
textiles, foodstuffs, consumer goods. 


Elof Hansson -the effective link between producers, 
distributors and end-users all over the world. 


Elof Hansson -the international trading house 
with expert capabilities in marketing, 
financing, shipping, countertrade, 

project coordination. 


Elof Hansson -the globetrader 


d E ) 
^ ey | sd. Fa Y 
. £ 4 - - 


Fórsta Lánggatan 19-21, S-413 27 Góteborg, Sweden. Tel. 031/85 60 00. Telex 2530. Subsidiaries in Barcelona, C 4 DA 
Basel, Beijing, Bombay, Brussels, Copennagen, Drammen, Geneva, Hamburg, Helsinki, Hong Kong, Jakarta, 7 A | LAO 
London, Melbourne, Milan, New York, Paris, Sao Paulo, Singapore anc Tokyo. Sales agents in 110 countries. "v TP) 
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e: te director Jarl Kohler. "A large If the enthusiasm of exporters for technology 


Japanese industrial delegation is coming to Finland in October times suspect, the same cannot be said of Jaakko 
and we are going to express our concern at the trading situ- | thing to sell but its engineering expertise in forest-based, « hemice 
ation we face — customs barriers and restricted purchasing | and other process industries. Poyry's main Far Eastern pro ect. 
methods. " oe E = Indonesia. The company has been cc mmi 

The association is now tackling the problem directly. "Sofarwe | sionedto plan and supervise nearly 100,000 ha of forest plantin 
have been trying to sell to the Japanese market through local trad- | in Kalimantan, Sumatra and Sulawesi. nr 
‘ing houses and the results have been poor. Now we've placed our Poyry’s head of resource development, Jouko Virta, calls f. 


own representative in Tokyo. " growing plantetions the key to papermaking in that region. ‘Ir 

The move is overdue. Finnboard has had its own people in | fact,” he adds, “they are the future of the paper industry of the 
Singapore for several years, as well asin Hongkong, handlingsales | whole world, though it will take another 50 years before we react 
to Taiwan, the Philippines, Malaysia, Indonesia and E. that point.” 


Thanks in part to the strength of the yen, Finnish board mills have “Our biggest breakthrough in Southeast Asia 


been making record sales to the region as Japanese exporters | aconsultancy job by Poyry,” says Jan Gube, corporate vice -pres 


.. €ome under price pressure. dent of Ahlstrom. Ahlstrom is the largest single supplier of J 1 E 
“Our members have increasingly specialised in the top grades | ment to the Indorayon pulp mill project in Sumatra, schedt lec t 
.. of board and this has turned out to our advantage," Kohlersays. | comeon-stream in May 1988. E 


"Exports from the Far East to America and Europe have been Following its business rationalisation with Enso and Valmet, 
growing and export products in particular need fine packaging. " Ahlstrom specialises in the first phase of papermaking, pulp and 

Last year the Finns sold 50,000 tonnes of board totheFarEast, | process equipment. “We can offer all the mill needs except th« 
excluding China, which took some 40,000 tonnes. Sales were paper and pulp machine itself," explains Gube. "Our b isiness is 
40% up last year and are expected to rise again sharply this year. pumping, screening, energy generation, evaporation and he; 
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Kohler is not concerned change — eve to do 
that the emerging paper and | with fibre han or pro- 
board industries of the Far a cang c 
East will cut into his own C e company's business 
AG T ch the potential rea in the Far East is- modes 

^ ma d in areas like China compared with its e; (po ts 


it ) limited forest resources. or a state bank | 


Europe or No 
\is not to belittle the social progress | j 





pore office four years ac 
marked a turning point. “W 
is really remarkably | | Or have four recovery boilers 
1, for example in | | er finance terms. ! East Asi; 
&re, Hongkong and sponds Finnfund's chief executive officer Markku Pekonen: which gives us a 50% marke! 
a\ But this also works "Business that does not start out profitable is not likely ever to share,” claims area manager 
avour because it become so.” Pekka Saares, “We alsa 





creates high quality expecta- Pekonen's views on the prospects for Finnish joint ventures have reasonable sal > 
tions among consumers, The in the Far East: pumps and screen plates, o 

. Far East has. not become a Our experience as a joint-venture financier indicates that only in the Asean countries 
dumping ground for inferior Asia and the Pacific Basin is becoming a priority area for Finnish but lately also in Japan 
board. " investors for three basic reasons: where we are about to oper 

Local producers  — 1)Economic growth and investments in Asia have been in- a representative office." — 
Finnboard's future com- creasing on a stable basis. As a result many Asian countries are Ahlstrom knows the value 
petitors — sometimes ap- fast becoming consumers of advanced products, such as the of local partners and local 
proach the association for forestry and engineering technology available from Finland: production. In June the com- 
help in finding partners for 2)Less potential in South America. The tremendous prom- pany announced a joint ven. 
new projects. It’s a trend ise of the 60s and 70s has turned into a series of setbacks for ture with Yang Pulp Co. to 
Kohler would like to encour- South American economies, and constraints on investment op- build a filter paper mill near - 
age. “We are not just board portunities; Taegu, South Korea. It also 
makers; several of our mem- 3)The problems of doing business in Africa have become in- cooperates with Hyund. 
bers are also machine build- creasing aggravated. Thus in relative terms Asia has become a and is looking for si nilar 
ers. Board making is an more attractive alternative. partners who are respected, 
immensely demanding pro- “The position and role of Asia in the world economy has im- established manufacturers in 
cess. It's not like papermak- proved dramatically. These countries have reached the level of Ahlstrom's field. -: 
ing where you start up the resources, industrial capacity and manpower to make the trans- "Strengthening our pre- 
machine and within a couple fer of technology feasible. They also have both the demand and sence in the Far East means ~ 
of weeks you have a saleable the financial capacity to make it work. " creating credibility,” Gube - 
quality. With board it takes "The interest of Finnish companies in entering Asia can be emphasises. "We deal in in- - 
many months before you seen against the background of ‘if you are not in the market, vestment goods, not day- oO- 
can get on-stream and top you may soon find a competitor there’. It is very much a ques- day business. By building t p 
results are not achieved until tion of whether the Finns can afford to stanc by and watch other our organisation and work- — 
you have run and trimmed developed nations making inroads. " ing with local representa- — 
the machine for several “The widespread use of English as a business language in tives, we can capture a rea- _ 
years. Asia facilitates contacts for the Finns. They do not have to battle sonable share of the 
.. “The Finns, along with with the communication barriers found im Latin America or flow business. 
their neighbours in Sweden, Francophone Africa. " "We know that it 
are among the best board "The whole world economic setting has become marketing possible to export everything 
makers in the world. oriented. This is a main reason to be near the market itself. from Finland. We want and 
Finnboard is always in- Without the advantage of 'special ties' to any of the Asian coun- need to be a local. producer. 
terested in participating in tries the Finns must create a presence in order to compete.” Ox echnologyisnotin doubt. 
EE ee dibili z 
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Reaching new depth 


at 5 revolutions a minute. i. 


Meeting anti-friction needs, the huge bearings... and their individual components. .. 
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; In bearing application. 


y 


massive full-face tunnellers bore out 50 metres a day. 





are precision-tested to 1/10,000 mm. 


Imagine tunnelling machines so long that an 
Olympic sprinter would take 20 seconds to run the length 
of one. 

Crew-carrying, laser-directed giants some 200 
metres long that can bore out 50 metres of full face tunnel 
a day, 8 metres high. 

These are the kind of machines that are opening up 
coal seams several hundred metres beneath the surface — 
some more than a kilometre underground. 

Few companies can create bearings that are tough 
and exact enough to support grinding forces of more than 
30 times the power of an average bulldozer. 

SKF has met the challenge, with massive tunneller 
bearings, both taper and cylindrical. 

At nearly two metres in diameter, they are large 
enough for our quality controllers to climb inside. And 
with masses of nearly 3.5 tonnes, outweigh each of them 
forty times over. 


Down to the micro-world of the bearing 


ti. 








Our search for new answers takes us deep into the 
micro-universe of the bearing - where micri -changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal-working precision 
are required — and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life - and 
reliability—can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

At SKF, we're constantly uncovering new depths of 
bearing application. 


SKE The exact bearing. 
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NORDIC FORESTRY, PULP AND PAPER INDUSTRIES 


S$ 


MANUFACTURING 


- Nordic skill makes board from waste 


ilhouetted against the Thai sun, pyramids of bagasse are a 
É S familiar sight. Throughout the Far East. piles of this waste 
| from sugar-cane production, rice stalks, and bamboo 
— punctuate the landscape. It is difficult to imagine that these raw 





- materials can produce writing paper, tissue and fibre- 
- board. 

| . Butthisis precisely what is happening — thanks, in part, to Nor- 
. dic pulp and paper technology. 


Not far from Bangkok, Khon Kaen MDF Boards Co. Ltd, is 
— eranking out 27,000 sq m of board a month, based solely on 
bagasse as a raw material. 

For Sunds Defidrator, who engineered and installed the plant. 

-such projects are a lona way from home. 

i But being away from home is something Nordic pulp and paper 
_ industry is good at. According to the Swedish Palp and Paper As- 
"sociation (SPPA), the Nordic countries supplied international mar- 
~ kets with 13 million tonnes of paper and board, and 5 million ton- 
- nes of pulp in 1986. Roughly 6% was delivered te Far Eastern mar- 
p kets, mostly to Japan. 

While this might seem modest, experts view the Far East as the 
next big growth market — ahead of South America anc Africa. 
Paper consumption is expected to grow by 6-875 annually in the 
Far East. and 4% in Japan, according to a recent forecast by the 

i Food and Agricultural Organisation (FAQ). 

i “Pulp and paper demands in China cannot be satisfied,” says 

Bengt Ek, director of the SPPA's Hongxong office. This remark 
may be applied tc much of the Far East, where limited forests and 
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Tel. 852 5 270177, telex: 80419 ksfe hx, 
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SETTING NEW STANDARDS 


FINNBOARD 
Finnish Board Mills Association, P O.B. 36, S 
Tel. +358 0 132 51, telex: 121460 board sf, telefax: +358 0 657 496. 


HONG KONG: | TOKYO: SINGAPORE: 
Finnboard (H.K.) Ltd. Mr. Peter Karell Finnboard Representative Office 
Room 604, 6th Floor East Town Bidg c/o Oy Wilh. Schauman Ab 1 Goldhill Plaza 02-47 

41 Lockaart Road 201 Akefune Annex Bldg Singapore 1130 


2-7-M Toranomon 
Minato-ku, Tokyo 105 


inadequate infrastructures make the large-scale production of 
paper difficult. 

The Nordic countries are no newcomers to doing business with 
the Far East. Swedish trading houses Elof Hansson and Gadelius, 
and Finnish engineering consultants Jaako Poyry, have specialised 
in Far East trade for some 80 years. These firms represent the 
major Nordic pulp and paper producers and equipment suppliers 
in many Far Eastern countries. 

A phrase often used by representatives of the pulp and paper 
industry in the Nordic countries, when speaking of the Far East, is 
“cautious optimism.” It is a typical Swedish attitade, says one 
Swedish businessman, who adds that in light of the cuclical nature 
of the business, it might be well-advised. 

Nordic paper manufacturers may be reluctant to place ail their 
eggs in the Far Eastern basket, but they are at the same time stead- 
ily and forcefully asserting their presence there. 

In Thailand, for example, Gadelius opened a new office last 
year and in 1985 formed a joint cooperation with Karnyr Paper 
Company to pursue wider Far Eastern markets. In Hongkong, a 
Swedish Chamber of Commerce was formed. In China, Elof 
Hansson financed and delivered a substartial order for used 
papermaking machinery. In Japan, Eka Nobe! formed a joint ven- 
ture in 1986 with Nissan Chemical Co. to introduce new paper 
chemical systems. 

Sunds Defibrator signed a licensing agreement with China 
Light Industrial Corp. covering manufacture of the Swedish firm's 
continuous digesters for pulping of non-wood fibres such as 












What gives Finland the edge in the international 
board market? 


An abundance of pure virgin fibres from the country’s vast 
forests. Over one Fundred years of experience in board mak- 
ing. The know-how to produce some of the world’s most 
anced board machines. 

A well-establishedand motivated marketing organisation with 
comprehensive knowledge of customer needs throughout the 
world. The realisat.on that only extensive continuous research 
and development ean produce board for the mos: demanding 
customer. 


Setting new standards in consistency, printability, 
stiffness, runnability - in a word, quality. 


F-00131 Helsinki 


Tel. 65 2533349, telex: "s 34888 fbsin, 
telefax: 65 2535712 
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bagasse, straw and cotton stalks. Sunds has also established a Far 
East office in Singapore. 
- «= Recognising the potential of the Far East market, Finnboard re- 
... cently appointed a Tokyo representative. In China, Tetrapak 
 « "opened a plant in 1986. In Indonesia, the Finnish company 
Ahlstrom is the largest single supplier of equipment to the In- 
dorayon Pulp Mill, scheduled to go on-line in 1988. In other Far 
. -Eastern countries, Sunds Defibrator supplies plant and equipment 
- for pulping, washing and bleaching, and production of partic- 
leboard and fibreboard. 


On the surface, the connection seems obvious: companies 
based in the heavily-forested Nordic countries, with more than a 
century of experience in developing technologies for the pulp and 
paper industry, look to the Far East as a growth market for their 
products and equipment. However, the implementation of this is a 
complex business problem. 

The Far Eastern countries have diverse pulp and paper needs. 

One cannot compare the Four Asian Tigers of Hongkong. Singa- 
pore, South Korea and Taiwan — not to mention Japan — with 
the other newly-industrialised and developing countries in the re- 
gion. The hard-hitting Japanese pulp and paper industry, for in- 
stance, the world's second-largest, demands state-of-the-art Nor- 
dic machinery and advanced chemicals. Poorer countries with 
weak economic infrastructures demand a different approach. 
Many such countries have hundreds of low-capacity papermills 
and are just beginning to use high-speed volume production. 
-. China, for example, has begun an ambitious programme to 
v modernise its pulp and paper industry. This has involved second- 
hand Swedish paper plants, but has the primary goal of developing 
equipment manufacturing in China. 

Technology is often exchanged under the auspices of seminars 
and conferences. "We promote the sale of technology," says 
Bengt Ek of the SPPA, which hosted the first conference between 
Swedish and Japanese producers in Stockhom this September. 
“It’s something we think we're good at." The Chinese, too, are in- 
vited to many technical seminars hosted by Swedish and Finnish 
industry. 

Financing is another problem. Many developing nations in the 
. Far East have no convertible hard currency and limited financial 
resources. Recognising this problem, Finnfund (The Finnish Fund 
for Industrial Development and Cooperation), is charged with pro- 
moting economic and social progress in developing countries. 
j| | “Our experience as a joint-venture financier indicates that Asia and 
the Pacific Basin is becoming a priority area for Finnish investors, " 
says Finnfund's chief executive officer Markku Pekonen, who also 
says loans are given only after stiff criteria are met. Pekonen cites 
the steady economic growth in Asia, as compared to economic set- 
backs in South America and Africa, as reasons placing the Far East 

in the forefront of investment opportunities. 

Another Swedish organisation, the Swedish Agency for Inter- 
national Technical Cooperation this year provided soft loans to 
China and other nations. At the same time, SUKAB, a countertrad- 
ing company owned by 80 Swedish export companies and the 
Swedish Government, financed the purchase of paper machinery 
in China through unique buy-back arrangements. 

To meet increased demand for countertrade in China, SUKAB 
has invested in a Hongkong joint venture, SUKAB (China) Ltd, 
which specialises in countertrade between Sweden and China. In 
1986, SUKAB entered into a trade promotion agreement with the 
China Overseas Trading Corp. SUKAB has also signed an ex- 
change agreement to improve trade between Vietnam and Swe- 
den, and is now actively pursuing an agreement in Malaysia. 

Forestry is another Nordic specialty. Finnish engineering con- 
sultant Jaakko Poyry recently had an opportunity to demonstrate 

— -.Finland's reforestation prowess when asked by the Indonesian 
ernment to plan and supervise 98,800 ha of forest planting in 
tan, Sumatra and Sulawesi. “Itis the key to paper-making 
region," says Poyry's director of resource development, 
Jouko Virta, who notes that the Indonesian Government may 
spend US$2 billion in a long-term project to develop 4.3 million ha 
of piii timber estates. The scheme will have environmen- 
tal benefits. - 
































A's Bo Wergren, the Nordic countries will. | 












































continue a steady anc increasing involvementin the Far East. 
gren predicts increased export of high quality, value- added p 
ducts, particularly to the Japanese market. 


TRADE: JAPAN DOMINATES 

Sweden's pulp and paper industry accounted for 20% of 
exports in 1986. In Finland, the figure was about 40%, and w 
the Far East accounts for only 676 of this, itis nonetheless a m al 
of increasing importance. 
It is not surprising that Japan, with the world's secondar 
pulp and paper industry, has a population of 120 million, 15 ti 
that of Sweden. It has less land, equal forests, and more than dot 
ble Sweden's production. Japan must look to offshore suppliers 
keep up with its own internal paper demands. 
The Nordic share of the Japanese import market is about 34% 

or 240,000 tonnes. Overall, Sweden imports about 3.5 times a 
much as it exports te Japan. Most imports from Japan are a 
tomobiles and electronic items. ae 
Unlike exports to Japan, which rise steadily each year, the e 
ports to other Far Eastern countries are more erratic. Exports. 
countries like Sri Lanka, China, and Korea seesaw from year 
year. “One of the big: problems has been that Swedish exports 
pulp and paper to China vary so much. One year they can exp 
lot and the next year it’s nothing. Swedish companies ha 
pushing for longer and more stable contracts,” says Ander 
ren at SPPA. 


TAPPING THE CHINESE 


The Nordic countries have long had strong ties with ih Chi 
way and Sweden, for example, were the first two countrie 
ognise China after thecommunists came to power in 1949. 
visit by Swedish Foreign Minister Sten Andersson, celebrati 
years of amity, was followed by a visit from Swedish Prime M 
Ingvar Carlsson this year. 

Despite amicable diplomatic ties, the mood of "cauli 
timism" surrounding trade in China may be warrantec 
tracted foreign investment in China fell to US$1.1 billion ir 
half of 1987, down US$300 million from the same periodi 
despite the introduction of more than 20 clarifications of th 
foreign investment and appeals from Chinese leaders for 3 
mic cooperation. 

Still, many Nordic businessmen point to a brighter. sid 
the significant shifting in China towards more privately 
business and increased autonomy for state-owned enter 

For the Nordic pulp and paper industry, trader f 
holds a commanding position in the Chinese marke 
Hansson is definitely the leader in China, " says Juris Kaza, a 
holm-based financial :ournalist, who covers Swedish industry. | 
1986, Elof Hansson delivered US$29 million worth of goods to th 
Chinese market. This spring, the trading house announced th 
signing of a contract worth US$4.6 million to deliver a used paper- 
making machine to the Dandong Paper Mill in Liaoning province 

“It is our third consecutive order from China in the past thre 
years for a complete used papermaking production line;" said An 
ders Ahlstrom, an Elcf Hansson spokesman. Besides delivery o 
the machinery, the centract covers disassembly, marking of th 
parts, and packaging in Sweden, as well as planning and technica 
assistance in China. 

The shortage of raw materials in China has opened the dóor for 
Sunds Defibrator to export fibreboard machinery to work wit 
bagasse. The bagasse is piled as waste in enormous stacks after th 
cane is used to produce sugar. Swedish technologists have worke 
with bagasse, straw, wheat, rice and bamboo to ‘produce fib 
board and paper. 

Recently, for example, Sunds Defibrator and Rejlers Con 
ing Engineers, in cooperation with the Chinese National Tec 
Import Corp., built a medium-density fibreboard factory base 
bagasse in the northern province of Heilongjiang. Sunds h 
livered four fibreboarc plants to China in recent years. 

The complexities of conducting business in China have 
terred Nordic paper companies. The number of Swedis 
panies in Peking, for example, has increased from: 40: 
about 200 te : 




















AHLSTROM FIBERFLOW 


Ahlstrom Fiberflow Division provides comprehensive solutions for the transfer, treatment and 
conditioning of pulp suspension and paper furnish. The present Fiberflow product range extends 
from hydropulping, pumping, screening and dewatering to paper machine approach systems. 
Fiberflow combines the resources cf ten engineering and manufacturing plants in four countries 
around the world, and the skills of some 1170 p2ople. 


AHLSTROM MC™-PUMPS 


MC-PUMP can pump medium consistency stocks (8-15 %) 
with centrifugal method. MC-pumping has simplified 
processes by incorporating stock pumping, mixing of chemi- 
cals and stock heating into the same installation. In addition 
to that the stock transfer as well as distribution of stock to 
individual paper machines are now possible without any 
need for diluting and water exchange systems. 





AHLSTAR" 


AHLSTAR is the new ceneration of Ahlstrom process 
pumps. AHLSTAR pumps are built “or continuous, reliable 
operation and long-term pumping economy. In AHLSTAR 
pumps we have combined the best features from our long 
experience in stock pumping technology, p'us several 
Ahlstrom innovations to improve performance. 





" ) AHLSTROM PROFILE" 


T 
A aa) AHLSTROM PROFILE is a screen plate which has a special 
j |i ud | | | grooved profile surface. It can be used in all screens in the 

pulp ans paper industry either in screens with milled or 
drilled screening element. When using the new AHLSTROM 
PROFILE screen cylinder the flow of the stock in the screen 
cylinder can be from the inside to the outside (outflow) or 
vice versa (inflow). 


vyvpnbete dm A^ AHLSTROM a pn 








1 Scotts Road P.O.Box 5 
SINGAPORE 0923 FIBERFLOW SF-00441 Helsinki, Finland 
tel. 65-7332522 tel. + 358-0-503 971 


telex 37694 alhuur rs telex 126091 almir sf 
telefax 65-7328211 telefax: -- 358-0-5525523 


POLITICS 


In Deng's own words 


Fundamental Issues in Present-Day China by Deng Xiaoping. Foreign Lan- 


guage Press, Peking. No price given. 


C hina recently published Deng Xiao- 
ping's third book, in a move widely 
seen as an attempt by him to re-exert his 
authority at home and to improve his in- 
ternational image following the un- 
favourable publicity he received for 
supporting conservative policies im- 
plemented early this year. 

Although Deng advocates “more 
work, less empty talk," apparently 
there are times when he feels the need 
to been what he sees as the truth in 
order to silence opponents. Former 
party chairman Mao Zedong and his 
supporters skilfully used his famous Lit- 
tle Red Book to transform Mao into a 
godlike figure. Deng dislikes personal- 
ity cults but, as part of the continuing 
power struggle, the publication of his 
words, in the form of a book or a news- 
paper article, is still an essential part of 
the game. Recently, the national media 
has given wide publicity to several of 
Deng's landmar pene including 
one delivered in 1962. 

Deng's first book, Selected Works of 
Deng Xiaoping 1977-1982, was pub- 
lished in July 1983, timed to counter the 
still-strong pro-Mao sentiments, espe- 
cially within the army, and also to set 
the limits to the de-Maoisation process 
then going on. The second, Build So- 
cialism with Chinese Characteristics, 
was a slim volume published three 
months after the launching of widescale 
urban reforms in September 1984. 

The latest selection consists of 47 
speeches, statements and interviews 
Deng gave between 1982 and June this 

ear. First published in Chinese in 
March this year and then in English, 
Russian, Japanese, French, Spanish, 
German nd Arabic in July, it is in- 
tended for both domestic and overseas 
consumption. The official media said 
the volume serves as a "guidance to 
ideological thinking" at home as well as 
"a clarification of Chinese policies for 
foreign readers abroad." 

The timing of the Chinese edition, 

rinted two months after the ousting of 
Deng's protégé Hu Yaobang from his 
position as party general secretary, ap- 
pears to be significant and designed to 
squash {athe that Deng’s author- 
ity was being threatened. Rarely are 
leaders’ confidential speeches made 
public so soon after their delivery. 

The book has a style in a with 
Deng's personality: brisk, blunt and 
simple. Because Deng had detached 
himself increasingly from day-to-day 
implementation of party and govern- 
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ment work, his statements are becom- 
ing shorter and more generalised. For 
instance, he has remarkably little to say 
on important economic policies such as 
price reform and industrial manage- 
ment reform, the cornerstones of the 
current economic reforms. Deng is 
short on specifics but long on time- 
frame. In the past two years, he has 
talked more about the very distant fu- 
ture of the next 30-50 years *when peo- 
ple of my age will be gone." 

The book may not be a profound 
theoretical tome, but it bears the 
hallmarks of Dengism. 
In it, Deng talks about | 4 
getting rich, opening the | 4 


door to the outside | j 
world, a younger and 
more efficient party 


machinery. But he also 
warns against polarisa- 
tion of income, complete 
Westernisation, and the 
call for checks-and-bal- 
ances in government ad- 
ministration. There is no 
doubt that Deng is a con- 
servative in politics and a 
liberal in economics. 

Deng wants China to 
be rich and powerful but 
without sharing power 
with the people. His 
China in the year 2000 is 
one in which the party 
still enjoys its current 
supreme power, while 
pee earn 

S$1,000 a year. 

In his blueprint for the future China, 
he is mainly concerned with material 
improvements as expressed in statistics: 
China's GNP will, for example, increase 
four-fold to US$1,000 billion by the end 
of the century. There is little mention of 
other aspects of people's lives. 

In politics, the limits of Deng's re- 
forms are evident. Deng started to talk 
about political reform in 1980 in the 
context of streamlining the bureaucracy 
and bringing in younger and more com- 
petent cadres. Despite the seachange in 
the economic sphere since then, Deng 
has not modified his ideas on political 
reform which is, as some suggest, in re- 
ality administrative reform. 

In his latest book, Deng spells out 
specifically the kinds of political reform 
he does not like. These include those of 
the Soviet Union (*. . . the Soviet 
Union's own political structure has not 
been very successful"), the US (“I have 






about | Deng: manipulation. 


often criticised people in power in 
the US, saying that actually they 
have three governments . . . [and] the 
three branches often pull in different di- 
rections and that makes trouble. We 
cannot adopt such a system"), and the 
Cultural Revolution (“In those days 
people thought that rousing the masses 
to E action was democracy 
that it would solve all problems . . . the 
result was civil war"). 

He re-affirms that the present 
Chinese system is superior because 
Nas. the central ne rship megs 
ecision, it is prom implemen 
. . . We don't have Ae bpm. a 
lot of repetitive discussion and consulta- 
tion, with one branch of government 
holding up another xd isi 
being made but not carried out. . . 
We have superiority in this respect, 
and we should keep it." 


Duae book are the 
off-the-cuff statements 
Deng made in meetings 
with visitors and in party 
meetings closed to the 
public. Unlike meticul- 
ously prepared speeches 
delivered at national 
party meetings, Deng's 
spontaneous remar 

provide insights into his 
personality and beliefs. 


re most revealing are 
Deng's remarks to 
"some leading members 
of the [party's] central 
committee" late last year 
on student demonstra- 
tions. Delivered at the 
height of the student un- 
rest and made at an inter- 
nal party meeting, the re- 
marks recorded vividly 
Deng's immediate strong 
reactions. “Firm measures must be 
taken against any student who creates 
trouble at Tiananmen Square . . . no 
concessions should be made in this mat- 
ter . . . they must be dealt with un- 
hesitatingly. 

"We cannot do without dictatorship 
. . . if some people attempt to provoke 
bloodshed . . . we should first expose 
their plot and then do our best to avoid 
shedding blood . . . ringleaders who 
have violated the law must be sentenced 
according to the law," he said. 

Deng's emotions and personality 
come across most vividly in his criti- 
cisms of prominent intellectuals critical 
of the party: "I have read Fang Lizhi's 
speeches. He doesn't sound like a com- 
munist party member at all. Why do we 
keep propie like him in the party? He 
should be expelled, not just persuaded 
to quit... Wang Ruowang in Shanghai 
is very presumptuous. He should have 
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been expelled from the party long ago 
— why this delay? . . . We must resol- 
—] utely impose sanctions on Fang Lizhi, 
| Lin Binyan and Wang Ruowang. who 
| are so arrogant that they want to re- 
mould the communist party. What qual- 
ifications do they have to be party mem- 
| bers?” 
The fact that Deng personally con- 
- demned the three intellectuals means 
that the while he is alive, they have little 
chance of being rehabilitated. This arti- 
| cle had been circulated among senior 
Í Chinese officials in January in the form 
of the party’s No. 1 document for this 
_ | year. Compared to various versions pre- 
| viously leaked to the foreign press, the 
edited | article leaves out Deng s compli- 

| ments on Poland's use of martial law to 
—] erush the trade-union movement, Sol- 
| idarity, his insistence that the party's 















treatment of leading dissident Wei 
Jingsheng has not tarnished China’s 
honour, and his warning that some 
blood will have to be shed soon to settle 
the student troubles — statements 
deemed too strong for public reading 

The translated edition of the book 
has three extra articles of Deng’s re- 
marks to foreign visitors between April 
and June this year. The remarks, al- 
ready reported by the foreign press in 
sketchy details, reflect Deng's distinct 
change of policy emphasis from one at- 
tacking “rightism” (in current Chinese 
political jargon, this refers to ideas ad- 
vocating freedom and Western-style 
democracy) to attacking “leftism” (radi- 
cal Maoist ideals and policies). 

In January, Deng said: “If in the past 
we have paid too much attention to in- 
terference from the Left to the neglect 


of that from the Right; the recent stu- 
dent unrest has reminded us that we 
should be more on guard against the lat- 
ter.” By April, Deng changed to saying: 
“There has been interference both from 
the Right and from the Left, the Leftin- 
terference being the more dangerous.” 
Behind these ato confusing 
statements is Deng's skilful political 
manipulation as he plavs the arbiter of 
power, balancing different interest 
roups with rightist or leftist tendencies. 
utsiders will never know how Deng's 
exposition on rightism and leftism 
exactly changed the balance of power 
but it clearly has contributed to the ap- 


parent quick recovery since May of the 
reformist faction closely associated with 
the disgraced Hu who was blamed for 
the rise of bourgeois liberalisation. 

— Louise do Rosario 
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| Meeting Deng's people 


The New Chinese Revolution by Lynn Pen. Hamish Hamil- 


^. p 


S ^ eneral reading public interested in celving below the 

Y e am of media headlines of the 1980s for a closer look at the 
| le and events in China. In short, she has produced a 
M many will wish dd had written themselves. 


-| general reader. She has alsc consulted journals 
| published in China, Hongkong and elsewhere. 


gossip. 


ton, London. £12.95 (USS21.20). 
Eum Pan (Pan Ling) has performed a useful service to the 


Pan consulted published works and travelled extensively 
in China during the mid-1980s. Different policies have been 
inese revolution 
e 20th century was going through UM another phase. 


‘Gone is the omnipresence of chairman Mao Zedong, for in- 


.| stance, and the Cultural Revolution (1966-76). 


Pan has drawn information from a mixture of publications 
in English and Chinese, including selected scho- 
larly tomes noct usually at the fingertips ef the 


ially interesting reference she used is 


a ij^ cy smuggled into the country. 
ile in China, Pan talked with, or listened 
to, what a variety of individuals had to sav about 
what was taking place. She has chosen to report 
these conversations as they happenec, in- 
terspersed with explanatory and interpreta- 
tive comments. As a result. the book contains 
a wealth of interesting anecdotes and insiders' 
In addition to information, some 
of which already has become out of date, Pan has brought 
a fresh personal perspective to significant issues of this 
era. 
At the outset, Pan tells her readers that writing about 
is like aiming at a moving target. Still, she 
courageously proceeds to deal with à number of topics, rang- 


IE des politics (Mao's successors) and economy (rural and 
u 


China), to social concerns (marriage, sex, corruption 
and crime), and intellectual issues (freedom of expression). 
Throughout, Deng Xiaoping and his policies dominate. 

Pan has not devoted equal space to all the areas she 
covers, however. The last section, entitled "Deng's People," 
is the most extensive. Pan has chosen to remain essentially a 
reporter rather than an analyst, but value jadgments surface. 
For instance, Pan has her own slant on why Chinese girls 








choose to marry foreigners in their midst. "Marriage is the 
great means to self-betterment, and when you hear of a 
Chinese marry:ng a foreigner, you can never know for sure 


- how much the alliance is genuine, how much a ploy for the 


Chinese partner to get out of China. Genuine relationships 
there doubtless are, but all too often, one hears of wide-eyed 
European students of Sinology marrying Chinese girls who 
turn out only to have had exit visas in mind.” 

Of course not all is in the lighter vein. Pan is serious in her 
approach. She has not left out the most obvious points. She 
tells us that Ch:na's greatest asset remains its people, and she 
is at her best when she relates to them. An aspect of the new 
revolution she describes is the re-discovery of human re- 
sources. 

Pan has included a chart of the Chinese leadership in 
1986. She has found that these leaders, though some oppose 
the direction Deng is taking China, are nevertheless in agree- 
ment on “how crucial human capital is to China's future." To 
bring China into the 1980s and to achieve the 
Fcur Modernisation programmes successfully, 
advances in the economic sector must be a top 
priority. “With the economic reforms has come 
a fuller appreciation of the importance of human 
assets to the country’s well being.” 

Freedom of expression is a subject close to 
any writer’s heart. Incidents of writers being 
persecuted and jailed for their criticism of gov- 
ernment and party policies are many, since 
“what a writer understands by creative freedom 
is not necessarily what the authorities under- 
stand by it.” 

Pan recalls in her chapter entitled “Free Ex- 
pression?” several celebrated cases of authors 
who suffered for their ideas and writings. She 
also gives the official position voiced by Hu 
Yaobang before his fall, promising that “writers 
will no longer be subjected to the more flagrant harassments 
of the Maoist period . . ." and concludes that “in no way does 
liberty of expression [in China] imply an end of censorship.” 

For information and insight, The New Chinese Revolution 
should receive wide attention, especially from those of us 
who have been searching, for ourselves and our friends, for 
an addition to Fox Butterfield’s Alive in the Bitter Sea, a book 

ublished only in 1982, but which has come to represent a dif- 
erent era altogether. Pan has asked the same kind of 
questions, but has been a lot kinder in her reactions. 

Most of the grounds Pan has covered in her book 
may seem old hat to those of us in Asia who have followed 
events in China, but Pan has summarised what has been tak- 
ing place in China during our time with a discerning eye. 

— Wei Peh T'i 
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The NEW 
Perpetual Offshore 
U.K.Growth Fund 


Invest 1n a 
more prosperous 


Britain. 





A NEW ERA IN THE U.K. 


Britain today is enjoying a new sense of prosperity. Policies that have been 
introduced over the last eight years aimed at restructuring the U.K. economy 
are benefitting both mdustry and the consumer 

The encouragement of private enterprise and the development of much 
more stable industrial relations, together with the trend towards reduced 
inflation and lower rates of interest, have enabled the government to reduce 
taxation and companies to operate more profitably, Britain’s new ‘enterprise 
culture’ has produced leaner, fitter companies and a far more competitive 
manufacturing sector, 

Many of the larger U.K. groups, some among the world’s most 
successful in their field, have built on these economic improvements and are 
now reporting increased activity, full order books and improved profitability. 


POLITICAL STABILITY 


The Election success of the Conservative Party has removed a major 
arca of uncertainty and both domestic and international investors can look 
forward to an economic strategy consistent with the steady growth of recent 
years. 


STOCKMARKET OPPORTUNITY 


Viewed in terms of any major investment criteria — yields, prospective 
PE ratios or asset backing — it is clear that the U.K. stockmarket is valued 
competitively by international standards and that there is considerable scope 
for major relative price movements. 


OFFSHORE FUNDS WITH A RECORD OF SUCCESS 


The island of Jersey provides an appropriate and stable financial base 
for expatriate and international investors while each of the offshore funds 
managed in Jersev by Perpetual has a successful track record: 


PERPETUAL'S PAST PERFORMANCE 
















Offshore 






















Offshore Offshore International Offshore Offshore 
International American Emerging Far Eastern European 
Growth Growth Companies Growth Growth 
Fund Fund Fund Fund Fund 
Launch date 25.1.83 21 4 84 84.85 8.11.86 8.11.86 
Annual Compound 
growth rate 31.8% 35.9% 53.6% -— — 
Fund rise since launch 263% 187% IRBE% 124% 66% 
All figures are to 22nd Sepiember 1987, inclusive of re-imvested mcome and are on an offer-to-offer price basis 


N.B. You should remember that the price of units can go down as well as up and that past performance 


i^ not a guarantee of future success 


Past performance is the most relevant criterion by 
which unit trusts can be compared and assessed, 
and although a successful investment record does 
not, of course, guarantee future success, U 
performance has been a Perpetual hallmark Md p 
The experience and expertise of the Perpetual 3,372% 
fund management team is graphically illustrated 
in thë results achieved for the U.K. based ' 
International Growth Fund, Perpetual's longest "s 

established and largest Fund, An original invest- | ..;.. ili 
ment made at the launch of the Fund — 11.974 — | —— alii i P3 
had increased in value by 3,372 % by 1.9.87, an Mts. 3E 
average annual growth rate in excess of 30% p.a. 











LAUNCH BONUS OFFER UP TO 2% 





During the initial launch period 17th October-17th November there 
will be 1% discount for investments up to US $7,499; 2% discount for 
investments of US $7,500 or more (or equivalent amounts in other 
currencies) 

Put the best of British companies to work for you — telex 
immediately for the Prospectus of Perpetual's new Offshore U.K. Growth 
Fund and invest in a booming Britain with Perpetual. 

(= uA. e L— CERO lI Se Se ee ee ee UNBA 
Please send me the prospectus (on the terms of which alone all applications will be 
considered) 


To: Perpetual Unit Trust Management (Jersey) Limited, PO Box 459, Norwich Union House, 
Church St, St Helier, Jersey, Channel Islands. Tel: Jersey (0534) 74517, Telex 4192465, 
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: | By Carl Goldstein in Taipei 


he Taipei market's stunning 305% | 


rise from the beginning of the year 
through 5 October has made it the top 
performing market in the world, but in- 
vestors' complete disregard for funda- 
mentals and the unprecedented volatil- 

ity on the Taiwan Stock Exchange 
(TSE) have raised fears among some 
_ analysts of an imminent crash. 

. Daily fluctuations of the weighted 
| price index have reached heart-stopping 
-1 proportions. On 1 October, the day the 
market hit its peak, the index rose a re- 
cord 214 points to close at 4,673. But 
then in the next three days it fell back 
458 points, or 9.8% from the high, to 
the 5 October close of 4,214 97. 

“My neck is getting sore just from 
watching the market go up and 
down," said Danny Chan, a 
timet director of Fidel- 
ity International, which man- 

ages the American Stock Ex- 
change-listed Taiwan Fund as 
well as a TSE-listed fund for 
local investors. 

Searching for explanations, 
the latest rise was ascribed by 
some to the market’s anticipa- 
tion of favourable September 

_ trade figures, while the fall 
back from the 1 October peak 
was put down to sudden 
rumours — officially denied by 

_all concerned — that President 
Chiang Ching-kuo, 77, had 
been hospitalised or even died. 

But in general, experienced 

observers have given up trying to apply 

— conventional analysis to the market’s 

behaviour. 

Frenzied buying in August and Sep- 
tember pushed the index from 2,048 at 
_ the end of July up 50% to 3,075 for Au- 

E and then up 45% again to close 
ptember at 4,459. The index had 
closed 1986 at 1,039. 

The Securities and Exchange Com- 
|. mission (SEC) and finance officials 
. have so far been content with warning 
investors to be cautious, plus some tin- 
kering with ep pen require- 
ments to reduce the amount of stocks 
that could be bought on credit. 

"It is the market's job to judge the 
prospects of a market crash, not the 

overnment's," said SEC vice-chairman 
. P. Chang. Neither warnings nor mar- 

gin adjustments had the slightest im- 

pact, however, and new money con- 
tinued pouring in at a record pace. 

5 The main factor behind the market's 

unprecedented rise this year has been 
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BUSINESS AFFAIRS - 


[. MARKETS 


Taipei's stockmarket boom reaches dangerous heights 


Pressing for the summit 


VA "e" 
, 4 


the weight of excess liquidity in 
Taiwan's financial system. The island's 
exporters have been racking up record 
trade surpluses — amounting to US$15 
billion for the first three quarters of 
1987 — cespite the NT dollar’s 18% ap- 
preciaticn against the US dollar. 

The result has been new local cur- 
rency flooding into the system. The 
MIB measure of money supply shot up 
uncontrcllably in the first part of the 
year, reaching a year-on-year increase 
of 52% in April before dropping back to 
42% in July, the latest figure available. 

With all that money sloshing around 
at a time when bank interest rates stood 
at record lows, the stockmarket be- 
came the chief recipient. Each of the is- 


A TAIWAN'S BULL 
MARKET 


(Weightec Index) 


©- -+è Monthly average 
$+.: End of month index 
—— ] Monthly trading value 


breaking numbers of new accounts 
every month. The pandemonium re:gn- 
ing on brokers’ trading floors many 
mornings — daily trading on the TSE 
ends at noon — seemed more appro- 
priate to a casino than a stockmarket. 


O ne thing pushing up prices has been 
the keen competition for the rela- 
tively small proportion of shares actual- 
ly tradec on the TSE, with its small ros- 
ter of 133 listed companies. Stock-ex- 
change statistics showed that 41% of 
total shares were in the hands of private 
individuals. But that number vastly 
overstated the amount of shares avail- 
able for trading, because many of the 
big family-owned or controlled com- 
panies keep their shares closely held. 
Another big block of seldom-traded 
shares was the 26% of the total held by 
government agencies and state-run cor- 
porations. Some people have called for 
the authorities to release some or all of 
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these shares, but there appeared little 
chance of the myriad bureaucracies ag- 
reeing on such a course of action. 

Thus, the SEC s unwillingness to 
adopt a more active stance towards 
cooling the market stemmed not only 
from the authorities’ preference for 
market mechanisms, but also from rec- 
ognition of the lim:ted tools available. 
And the SEC itself, a sub-agency of the 
Ministry of Finance, is considered to 
have little power in the financial policy- 
making arena. 

The SEC and TSE have been trying 
to lure more unlisted firms onto the 
stock exchange. Proeress has been slow; 
this year only three new companies have 
come on the board. The largest was 
Evergreen Marine Corp., 
whose underwriting was more 
than 50 times oversubscribed 
(REVIEW, 24 Sept.). 

Tracy Cheng. senior vice- 
president of the TSE, said he 
expected three to five com- 
panies to complete listing pro- 
cedures by the end of October 
and perhaps more by the end of 
the year. But the new listings 
offered little hope of signific- 
antly expanding the pool of 
available shares, as each com- 
pany was to distribute only a 
small percentage — usually 5- 
1095 — of its stock. 

The Taipei market has trad- 
itionally offered cheap prices 
by Andy ag and this has been one of its al- 
lures for foreign investors, besides the 
fundamental attractions of Taiwan's 
strong export-based economy. Access 
remains strictly limited, however, with 
only indirect investment through four 
mutual funds permi:ted. Until early this 
year, blue-chip industrials had price/ 
earning ratios (pes) of 14 or 15, low by 
almost any standards. 

Not any more. By the end of Sep- 
tember, surging prices had put the p/es 
of these same markers we!l over 30. Al- 
though listed companies have per- 
formed strongly this year, analysts 
thought that most firms' share prices 
had risen far beyonc justifiable levels. 

Nowhere was this more obvious than 
in the banking sectcr. At the beginning 
of the year, the sector accounted for 
about 22% of tota! market capitalisa- 
tion — a proportion that already repre- 
sented a significant over-weighting, 
given the sizeable majority of their 
shares held by varicus levels of govern- 
ment. The financial-shares sectoral 
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index rose 646% from the beginning of 
the year through the end of September. 
By the end of September, it had swollen 
to a completely disproportionate 45%. 
As a result, the whole market was car- 
ried on wild swings, though always tend- 
ing upward, by the movements of the fi- 
nancial sector. 

Banks’ p/es have started turning al- 
most Japanese and now average more 
than 100. The government-controlled 
International Commercial Bank of 
China's (ICBC) p/e was about 125, 
based on prospective 1987 earnings. Its 
market capitalisation of NT$203 billion 
(US$6.77 billion) at the end of Sep- 
tember was enough to put ICBC among 
the largest banksin the world in terms of 
capitalisation — slightly less than 
Citibank, but more than the Hongkong 
and Shanghai Banking Corp. 

To the extent it was possible to find a 
reason why bank shares rose so high this 
year, one factor was an expected up- 
ward revaluation of their fixed assets, 
we f land, which investors hoped 
woul outweigh — foreign-exchange 
losses and lacklustre profits. The only 
other explanation proffered was specu- 
lation by a number of investors who, by 
virtue of their massive portfolios, are 
capable of moving the market. 























D espite the inflated prices many 
shares were bringing, analysts were 
by no means uniformly gloomy. 





The op- 








the year. Trade yA ier for the 
fourth quarter still looks to be strong, 
and listed firms' corporate profits have 
been excellent for the most part. 

Export-oriented firms in several sec- 
tors were able to overcome the effects of 
the NT dollar's appreciation by playing 
forward-currency markets as well as by 
cutting costs. Upstream firms reliant on 
imported raw materials have done par- 
ticularly well, as they have enjoyed 
progressively lower prices. 

Far Eastern Textile's unaudited first- 
half net profits rose 143% over last year, 
while Chung Shing Textile showed an 
even more impressive gain of 247%. 
First-half earnings for Formosa Plastic 
and Nan Ya Plastic, both part of W. C. 
Wang's Formosa Plastic group, also 
rose by 37% and 54% respectively. 
Many electronics companies also 
showed excellent results. 

At the same time, negative factors 
were there to be found by bearish- 
minded observers. “The panic selling 
we've seen in recent days is very worri- 
some,” said Steven Champion, presi- 
dent of International Investment Trust 
Co. in Taipei. “Some of the signs indi- 
cate the market may have reached its 
peak," he said. | 

The fear is that if a slide were to 
begin, the crowds of unsophisticated in- 
vestors who have been drawn into the 
market this year would fast pullout. I 
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timists noted that prevailing conditions 
of excess liquidity and low interest rates 
should continue at least until the end of 


outdo that with promises of 
sharply increased aid and debt 





FINANCE 


All friends again 


IMF-World Bank meeting produces harmony, if no answers 


By Anthony Rowley in Washington 
B: any reckoning the 42nd annual 

meeting of the World Bank and 
IMF in Washington at end-September 
should be counted a success. The gover- 
nors of the 150 or so members of the 
Bretton Woods institutions may not 
have solved the world's formidable eco- 
nomic problems, but at least there was 
some impression of progress and a sense 
of consensus rather than confrontation. 

The sense of broad accord reflected 
the approach of Michel Camdessus — 
whose debut at the annual meetings as 
IMF managing director was marked by 
a noticeably more understanding and 
accommodating line towards the Third 
World. 

The aloof austerity of his pre- 
decessor, Jacques de Larosiére, was 
replaced by a sense of caring about 
people as well as issues. At a 
time when many debt-burdened 
countries have become exasper- 
ated at having the term “ad- 
justment" parroted at them by 
creditor nations (which should 
not be above practising what 
they preach), the IMF's new 
emphasis on softening the 
pains of adjustment was welcome. 

But it was not only Camdes- 
sus' show. US Treasury Secretary 
James Baker proposed a new 
IMF facility to help sovereign de- 
btors and creditors alike — as 
well as coming close to promising 
the World Bank that it would get 
a cape: capital increase to en- 
able it to step up its lending. 
Only Bank of Japan (BoJ) gover- 
nor Satoshi Sumita was able to 


relief for Third World countries. 
It was not really the World 


Bank's big day. World Bank president 
Barber Conable, who is increasingly seen 
as the US administration's hatchet-man 


brought into the bank to push through a 
controversial reorganisation, is thought 
likely to leave before his term ends. 
That may lend significance to his an- 
nouncement during the meetings that 
recently retired US Federal Reserve 


Board chairman Paul Volcker is to join 
the World Bank as a “consultant.” Volc- 
ker was at one time tipped to replace 
Tom Clausen as bank president before 
Conable came along. 

Debt and development issues aside, 
these meetings may come to be remem- 








bered as marking a significant step on 





the path back towards managed oreven | 
fixed exchange rates among major cur- - 


rencies, leading to something represent- 


ing a gold standard in all but name. Bri- | 
tish Chancellor of the Exchequer Nigel — 
Lawson acknowledged that the era of | 
the managed float was here to stay — | 


heresy to the ageing disciples of the Bre- 
ton Woods reforms. 


t 


But Baker topped that with his ans. | 





gestion that gold be included along wi 


a basket of other commodities in a new | 
inflation-indicator for the Group of | 
Seven (G-7) to monitor inflation. So | 
radical was the suggestion that most of- — 
ficials and bankers were at a loss initially — 


to understand his intent. | 


The end of the Washington meetings | 
brought no explicit confirmation from f 


either Baker or US Treasury officials as _ 
to whether the reference to gold was | 
simply a throw-away line or something | 


with much deeper significance. The in- 












"él 





clusion of gold in the basket along with — 


major industrial and agricultural com- 
modities suggests that the metal would 
be there as a yardstick of inflation. 


From there, it could be only a short step. 


towards seeing it again as a numeraire of 
exchange rates. Camdessus did not expli- 
citly disagree when the REVIEW suggest- 


ed this interpretation to him. Baker was © 


unavailable for comment on the issue. 

Camdessus did say that as far as the 
IMF was concerned, “gold will not be a 
major segment of our thinking on the in- 
ternational-monetary system." But he 
also observed that gold prices had pretty 
accurately reflected inflation during the 
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past 15 years. In other words, if curren- 
cies had lost touch with underlying 
realities during this time, gold had not. 
Camdessus also demonstrated fierce 
loyalty-to po in the face of suggestions 


that the IMF should consider selling 

art of its own holdings (some 103 mil- 
ion oz at present with a book value of 
around US$4 billion but with a market 
value 10 times that) in order to finance a 
sapling of the fund’s Structural Adjust- 
ment Facility (SAF) from its current 
SDR 3 billior (special drawing rights, 
om to some US$2.3 million) to SDR 9 
billion. 

Although the SAF is meant to help 
the poorest African countries, and 
those in Asia and the Pacific, Camdes- 
sus argued that to sell substantial quan- 
tities of gold would be contrary to the 
longer-term interests of the poor coun- 
tries. These nations may face much 
tougher times in the 1990s and if IMF 
quotas were depleted by then, it would 
need its gold reserves in order to borrow 
in the market at the best possible prices. 
said Camdessus. 

He ts intent on persuading the major 
industrialised countries to provide the 
SAF increase from budgetary re- 
sources, using sales of IMF gold only to 
finance the subsidy element involved. 
The idea of an SAF boost won wide sup- 
port at the meetings, and while the US is 
committed to helping the World Bank 
augment its resources first, it will proba- 


Promises, 
promises 


Japan offers new aid 
to the Third World 


bly agree in principle to an SAF in- 
crease. 

At some point, the IMF will need an 
increase in its quotas (effectively paid-in 
capital) too, and India — for one — 
would like to see a doubling of this. For 
now, the IMF has ample liquidity and a 
quota increase is not as pressing as the 
need for more SAF money. Much more 
controversial is the proposal by ceun- 
tries including India, China and In- 
donesia that the IMF should make a 
new issue of SDRs to member ceun- 
tries. This “fiat money” is used among 
central banks to boost official reserves 
or settle debts. 

The US remains strongly opposed to 
any new SDR issue at present, because 
of the potential impact upon inflation. 
While 16 of the 22 kev countries control- 
ling such an issue are in favour, the US 
can effectively veto it by using its 20% 
blocking vote in the IMF. Japan is trying 
to break the impasse by pushing for de- 





PROTOS: FINANCIAL TIMES 


A: at the Venice Summit earlier this Conable; E 


ear, Japan did not come empty- 
handed to the annual meeti of 
the World Bank and IMF in Wash- 
ington. Japan's central bank gover- 
nor Satoshi Sumita promised to in- 
crease financial aid to, and fore- 


| 


shadowed Tokyo's help on, a major | 


debt/equity conversion programme. 
The fact that Japan did follow up its 
Venice Summit promise of boosting 
domestic economic activity suggests 
that it will follow through on its Wash- 
ington promises too. 


Sumita said Japan would bring for- 


ward by two vears its earlier target of 
doubling disbursements of i 
Development Assistance funds so that 
they reached US$7.6 billion a vear by 
1990. Originally, Japan planned to dis- 
burse US 
1992 but that figure will now be reached 
more quickly. 


He also di d that, in addition to 


the US$30 billion of Japan's surplus 
which it pledged in Venice to recycle to 
poorer countries, US$500 million would 


be given in non-project grant assistance 
to low-income developing countries 


| over the next three years. 
The Washington meetings also saw - 
an announcement from Japan that its — 


Export-Im Bank would provide 


¥50 billion (US$300 million) to aid the | 
between the IFC and Ministry of Fi- 
This matches the sum the World Bank | 
Manila and follows | 


economie recovery of the Philippines. 


has offered to 


Japan's grant of US$900 million in un- 


i 


tied aid te Indonesia last year. 


Another element of Japan's largesse | 


äs its proposal to launch a debt/equity 


f 
l 


billion between 1986 and 


| 


conversion fund aimed largely at Latin 
America but a 
tries such as the Philippines. Japan 
nominated the IFC as its partner in the 
venture, much to the annoyance of the 
corporation's parent the World Bank. 
The bank fears it may be sidelined by 
the move toward provision of new 
equity to offset Third World debt. 
Vice-Minister for International Fi- 
mance Toyoo Gyohten told the REVIEW 


cable to Asian coun- | 


bate on a much wider role for the SDR 
in international financial transactions. 

Such disagreements aside, the gen- 
eral message for indebted and develop- 
ing countries was that more money 
would be on its way from various 
sources. The World Bank has now been 
promised US$12.4 billion for the eighth 
replenishment of the International 
Development Association (IDA) which 
lends to poorer countries at highly con- 
cessional rates. 


rom Asia's point of view, this is only 

moderately good news: at least 50% 
of IDA-8 has been earmarked for 
poorer African countries, while both 
India and China have already agreed to 
waive any claimson the alternative SAF 
monev. Both are beginning to complain 
about their shrinking share of the con- 
cessional-funding pie. 

At least there is now a good chance 
of a fairly early agreement on boosting 


AP 


that Tokyo proposed to ask the IFC to 
"function as an intermediary in debt/ 
equity swaps" and to conduct negotia- 
tions with central banks in debtor coun- 
tries to facilitate such swaps. 
IFC executive vice-president Wil- 


liam Ryrie had agreed to initiate studies 
nance staff in Tokyo. said Gyohten. 
"We plan to set up a fund assigned to 
this purpose, to be financed by private 
sources and to be administered by the 
IFC," he explained. 


T he size of the fund will depend on de- 
mand. The important aspect of the 
fund is that it will be able to buy, at a dis- 
count, part of the credits held already by 
banks and sell them at par to the central 
bank of the borrowing country for local 
currency. The fund can then invest that 
money in the local stockmarket. 

"Our idea is to stabilise the second- 
ary market in this debt," added 
Gyohten. “Without that, some of the 


15 OCTOBER 1987 e FAR EASTERN ECONOMIC REVIEW 











MED TIP EAST ECONOMIC RERO o, 15 OCTOBER A0 





the capital of the World Bank proper, 
the International Bank for Reconstruc- 
tion and Development (IBRD), which 
lends heavily in-Asia. The bank is seek- 
ing a general capital increase of any- 
thing between US$40 billion and US$80 
billion, the larger sum being close to its 

resent capital of US$85 billion (plus 

$$9 billion of reserves). The IBRD 
cannot lend in excess of its paid-in and 
callable capital. At end-May, its loans 
outstanding and disbursed stood at 
US$76 billion — leaving it relatively lit- 
tle “headroom” to make new loans, a 
situation exacerbated by the decline of 
the US dollar. 

A capital increase will not be 
enough, however, to satisfy various 
Southeast Asian countries, which com- 
plain that the cost of IBRD loans can 
now exceed commercial-bank loans — 
and the cost of money available from 
the Asian Development Bank. 

If Baker's proposal for a new IMF 
facility, an External Contingency Facil- 
ity is adopted (as seems likely) countries 
in Asia and elsewhere which suffer from 
a shortfall in export earnings (perhaps 
through a fall in commodity prices) will 
benefit. There is already a Compensat- 
ory Financing Facility available for such 
cases, but under the new plan, countries 
would also get IMF standby aid and the 
monitoring of their performance under 
standby financing would be liberalised. 
In fact, it has been suggested by the 


smaller banks in the US may start 
dumping Third World debt." 

Gyohten's comments coincided with 
news that some of Japan's banks have 
started placing debt with Brazil and 
Ecuador on à non-accrual basis as a pre- 
lude, it would appear, to making provi- 
sions against loans to these countries. 
European banks made such provisions 
some time ago and major US banks (led 
by Citicorp) began doing so this year. 

It is unclear at this stage what impact 
Japan's proposed debt/equity conver- 
sion fund will have on the total indebt- 
edness of the developing world which 
now amounts to about US$1 trillion. 
There are comcerns that debt/equity 
conversion programmes could boost in- 
fiation in debtor countries as money 
supply rises in line with the conversions. 
Such a fund has been successful in 
Chile, though in the Philippines the IFC 
is encountering difficulty in obtaining 
suitable equity investments for its pro- 
gramme. 

Gyohten disclosed that Japan had 
suggested that SDRs, instead of being 
confined to use among central banks, 
should be made an instrument accept- 
able to commercial banks as a hedge 
against exchange-rate risks. Japan 
would gain if the SDR became a trans- 
action as well as a reserve currency as 
this would help ease pressure on the yen 
to share this joint burden with the US 
dollar. — Anthony Rowley 
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IMF interim committee that the “condi- 
tionality" of fund loans should be re- 
viewed in the light of the “increased em- 
phasis being placed on growth-oriented 
adjustment." 
Unfortunately. 


the Washington 


-- + 


meetings failed to come up with any for- | 


mula for restoring global economic 
growth to levels above the 3% or so 
where it now appears to have settled. 
An impending reduction in US domes- 
tic demand (as the US adjusts to a 
weaker dollar) is bound to exacerbate 
this situation, unless Japan's plausible 
efforts to boost its domestic and import 
demand can compensate fast cao. 

An irony which appeared to escape 
the G-7 and other leading nations in 
Washington was that, for all their preoc- 
cupation with non-inflationary growth, 
and using new indicators to monitor ex- 
ternal inflation, the potentially infla- 
tionary build-up in the value of financial 
assets is now reaching quite frightening 
proportions. Rapidly rising money sup- 
ply, which is not yet feeding into in- 
creased investment and production in 
industry, has its counterpart in ever-ris- 
ing stockmarkets. That is a threat which 
may well dominate discussion at the 
next annual meetings in Berlin. 


ET developing-country debt burden, 
meanwhile, is still increasing in 
absolute and growth-relative terms, as 
BoJ governor Sumita noted. Hopes that 
the Rewvily indebted countries would 

ow their way out of debt "esp 

ave not yet materialised and there is an 
increasing perception that the commer- 
cial banks are “provisioning” their way 
out of Third World debt, rather than 
backing the Baker plan for increased 
lending. 

The so-called *menu" approach to 
helping debtor countries is still very 
much in vogue, and debt-to-equity con- 
versions will be a useful element, 
though not big enough to make a signifi- 
cant impact on overall indebtedness 

The principle of converting official 
loans to grants for the poorest countries 
now seems to be acceptable but banks 
remain adamantly opposed to reducing 
interest rates on middle-income country 
debts. This, as one IMF source put :t to 
the REVIEW, angers countries which can 
see that the value of their debt has al- 
ready been written down in the market, 
raising the effective yield to the banks. 
They are equally angry about rising US- 


dollar interes: rates, which translate | 


into Euro-rate hardening. 
Other suggestions, like 
Brazilian Finance Minister Luis Carlos 
Bresser Pereira that a good deal more 
debt be converted into bonds, appeared 


that of | 


Ó— MÀ A — A 


to find favour with the US — but it isby | 


no means certain how attractive the idea 
will be to primary creditors and to the 
secondary markets. As Camdessus ob- 


served, the underlying problem re- 


mains one of "insufficient [economic] 
growth." 








PROJECTS 


Their day in court 
Malaysian highway contract goes to trial 


By Nick Seaward in Kuala Lumpur 


La Malaysian Government and United Engineers (Malaysia) (UE), have 
failed in their bid to remove an injunction preventing them from signing a 
contract for the privatisation of the 900-km north-south ay. 

E and the government also failed to have struck out the suit 
brought against them by o tion leader Lim Kit Siang, which alleges cor- 
ruption in the award of the letter of intent. The suit will now be brought to trial 
— within a month or two. 

fate of the M$3.4 billion (US$1.3 billion) project now hangs in the bal- 
ance. UE has been given leave to a to the Su Court against the de- 
cisior, which was handed down by Judge V. C. George in the Kuala Lumpur 
High Court on 5 October. However, sources in UE said the company now 
thought its best hope of neutralising Lim's campaign against the privatisation 
Pn M eee TU cono in open count. ; 


e Mane ME EM LR ECCO 
parte appicai eR High Coant errores potins bun. 
e nto enang or R a 
aep Els dies Rs Leute. ME Finance Daim 

Senn Vells. hed E the Eunice 

y , ency 
(Essential Powers) Ordinance by 
UE the letter of intent to build and operate 
the highway in December last year. He seeks a 
declaration that the award of the letter of in- 
tent is null and void. 

(The ordinance cited by Lim provides for a 
jail — " ORT ok 
lees s M$20, or an or 
—€— ner convicted of using hi posi- 
| tion “for iary or other advantage.") 

In his suit" Lim claimed that the defendants 
had a conflict of interest because UE is owned 
. and controlled by a company called Hatibudi, 
of which Prime Minister Datuk Seri Mahathir 
Mohamed and Daim — in their capacity as 
leaders of the dominant politica! party, the 
United Malays National Organisation 
— are trustees. 

Further, Lim claimed that Vellu had bene- 
fited from the sale to UE of M$1 million worth 
of tickets for a on behalf of the 
Maju Institute of Develop- 
ment, which was sponsored by the Malay- 
sian Indian Congress, of which Vellu is the i . Lim also claimed 
that UE is insolvent and is therefore to be given the road con- 
tract. ; 

In a 54-page judgment, Judge George ruled that whether or not Lim’s alle- 
gations were true would have to be determined at the trial; nevertheless, they 
were of sufficiently serious a nature to shoot down the defendants' claim that 








Lim's action was “frivolous or vexatious or an abuse of the of court." 
e did allow, however, the application by Daim and Vellu to be struck 

out frem being defendants to the suit. 

The judge also noted that none of the defendants had Lim's 
basic accusations: that trustees of Hatibudi ted in the cabinet 
that delibersted on UE's application to the and that Daim, 
"EE OE 's award of the letter of intent. 

It is understood that the defendants had been hoping that the entire suit 
would be struck out on the grounds that Lim had facts in his sub- 


Devon m m ager aflamat to ovt — n 
gued contrary to s assertion, two rival tenderers privatisa 
contract had not submitted bids. l 

The judge pointed out that UE had not put before the court verifiable 
n M PAETA Cont that the two rival tenderers 
had not put in superior bids. 
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At good hotels, guests come and go 

At great hotels, guests come and go and then return again and again 

At Inter-Continental Hotels, three out of four guests are so impressed with 
the luxury of our service, dining facilities and exquisite rooms that they return again and again 
So come to Inter-Continental. 

For unsurpassed staff, for unforgettable meetings, for marvelous locations, 

for beautiful restaurants, for an incredible vacation, for real relaxation 

and a genuine welcome . . .Inter-Continental, again and again 


JAKARTA 

Some people say it s the 
business facilities. others 
Say it's the 23 acres of 
gardens Dut most of the 
clients tel) us is the fine 
lood and the [nendly staf! 


that keep them coming back 


again and again 

Behrouz Tamdijidi 

Genera! Manager 
Borobudur Inter-Continental 
Jakarta 


For reservations, please call any one of our 100 hotels worldwide or see your Travel Agent. 


MANILA 

Above ail our many fine 
assets, the warmth, 
etficiency of our staff 
creates that special Home 
Away From Home 
ambience which inspires our 
guests 10 return again and 
again 

Eric Prueter 

General Manager 

Manila Inter-Continental 
Manila 


SINGAPORE 

The Pavilion Intet- 
Continental's fine ceputation 
iS a result of the triendly 
courteous and efficient 
Service provided Dy our 
employees, it iS for this 
reason thal 70% of our 
guests return again and again 


BANGKOK 

“We call ourselves me 
Business Resort 

We're right in the centre of 
town, yet. we re á low-rise 
hotel surrounded by 26 acres 
of gatdens This, together 


with eur warm traditional Thai 


hospitality, is the reason why 
Our guests keep coming 
back 


SYDNEY 

The histonc architecture. of 
Ihe restored treasury 
buildings combined with the 
mos! modern facilities and 
personalised service create 
the ideal busmess address 
in Sydney 

Stefan Bokaemper 

Genera! Manager 

Sydney Inter-Continental 
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New-look cabin interiors, luxury seats, in 

flight entertainment and attentive cabin crew | 
provide a relaxing atmosphere for executive | 

travel. An exclusive Business Class washroom is NIMES 

our latest innovation in our refurbishment 

campaign. UUs ARR- 


| Mind GOLDEN FALCON SERVICE 
For further information contact your travel agent or local Gulf Air office. 








EE = Per st ae ee) TT z= WwW iin as 
* * > * V a 
E a - " 4 » T £2 ‘ E. CR - h 
< - » 


"LABOUR 


Summer of discontent 


Philippine workers miss out on the economic recovery 


By Jose Galang in Manila 


he dramatic turnaround in the 

Philippines economy — with 
growth of 5.1% in first-half 1987 after 
several years of contraction — has 
largely bypassed the country's workers, 
possibly explaining a rash of strikes 
against big companies in recent months. 
Many of the employees’ grievances 
are quasi-political as much as eco- 
nomic. 

Labour’s situation has worsened 
since 1984, when strikes began rising as 
the economy collapsed and the grip of 
the authoritarian Marcos regime began 
to weaken. From 1984 to July this year, 
industrial workers’ wages inched up a 
nominal 1.3% — but fell a real 15.4%. 
For farm workers, nominal wages rose 
1.15%, but real wages fell 7.13%. 

In April, the nationwide unemploy- 
ment rate was 14.2% — up from 13.9% 
a year earlier, as industry failed to ab- 
sorb many of the new entrants to the 
workforce despite the turnaround in the 
economy. Of the 19.64 million people 
employed as of April, 7.11 million were 
working less than 40 hours a week. 

For more than a year, President 
Corazon Aquino held extraordina 
law-making powers (which ceased with 
the opens of a new congress in July), 
but she avoided making any decree to 
increase the minimum wage, despite 
widespread pressure from labour, 
which had backed her rise to power. But 
on 3 October, she asked congress to do 
what she had failed to do. The move, 
however, is seen as a reflection more of 
the pressure that her government faces 
from various quarters (especially busi- 
ness) than any concern for workers' 

light — coming as it did just days be- 
ore a planned work stoppage by major 
labour federations. 

The influential economic think-tank, 
the Centre for Research and Communi- 
cations, noted in a recent study of the 
labour disputes that "there is reason to 
believe that strikes and labour unrest 
provoked by left-leaning labour unions 
are ideologically motivated." 

Businessmen, whose support 
Aquino is fighting to hold, have ex- 
posee concern about the uneasy 
abour atmosphere. In late June, busi- 
nessmen with operations in the indus- 
trial area south of Metro-Manila gave 
Aquino a statement of common con- 
cerns on labour strikes reportedly influ- 
enced by leftist groups. 

Many of the recent strikes have hit 
big food-producing plants south of 
Manila, and the impact is flowing 
through to consumers. There were 
walkouts in July at General Milling 
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Corp., which supplies about a third of | 
Metro-Manila's poultry needs, and at ' 
Golden Country Farms, a major meat 
producer. These led to price increase of 
up to 35% for chicken and pork pro- 


ducts. There are continuing worries 
about a shortage of milk pr 
lowing recent strikes at Holland 
Milk Products and at Nestlé Philip- 
pines. 

Many of these actions have been 
traced to the radical federation 
Kilusang Mayo Uno (KMU — May 
First Movement), which claims a mem- 
bership of some 650,000 workers. KMU 
locals in Metro-Manila are said to con- 
trol workers operating nearly half of the 
area's industrial capacity. The group 
gained prominence in the mid-1980s, 
with its involvement in many strikes at 
that time, most of which resulted in 
hefty wage increases for workers in- 
volved. 


TE growth of KMU's base during 
those years coincided with the loss of 
credibility of the moderate Trade Union 
ve rem of the Philippines (TUCP), 
which was seen as a "Marcos union." 
TUCP, which recently launched a cam- 
paign to try to regain its status, claims a 
base of some 3.6 million workers. 

In the recent strikes, non-economic 
issues seem to have gained importance. 
Of the strikes declared in the first eight 
months of 1987, for instance, only 21% 
resulted from a breakdown in talks over 
economic demands, against 29.5% in 
the same period in 1986. Other, non- 


ucts, fol- | 





economic factors increased: discrimina- 
tion against or harassment of union 


members was the reason for 39.9% of | 


the strikes, compared to 29.8% in the | 
same 1986 period. QE 

Aquino's request to congress to re- - 
vise the minimum wage followed the 
collapse of a tripartite approach to the | 
issue, involving management, workers - 
and the Department of Labour and Em- | 
ployment (Dole). Labour federations 
have demanded an across-the-board in- 
crease of P10 (49 US cents) on daily- 
wage rates, while employers maintained - 
that they could afford only a 10% in- 
crease. Legislated minimum rates at 
present are: P57.83 for industrial work- . 
ers in Metro-Manila and environs; 
P56.75 for those outside; 247.21 for ag- 
ricultural workers in plantations, and 
P36 for those in non-plantation areas. | 
Aquino proposed increases of P8 forin- | 
dustrial workers and P6 for agricultural 
workers. 

Although she hoped these increases 


might lead to a compromise, the initial | - 
reaction from both labour and manage- | - 


ment indicated a showdown on the pic- 
ket lines. Labour said it would hold a — 
general strike on 12 October. Such a 
mass action could only increase the 
growing uncertainties over the con- 
tinued economic recovery following a 
26 August transport strike that ended in 
violence and the 28 August coup at- 
tempt. 

The ‘stand-off on wages has also : 
spoiled what was a general improve- 
ment in the labour situation so far this — 
year: the number of strikes to 22 Sep- — 
tember fell to 355 from 494 in the same 
period of 1986. The number of workers 
involved in these strikes was only 66,281. 
this year, down from last year's 141,841, — 


while man-days lost totalled 1.34 mil- | _ 
lion, down from 3.05 million. For 1986 | - 
as a whole, the number of strikes wasa | 


record 581, involving 168,779 workers | 
and resulting in wastage of 3.64 million 

man-days — mostly at small and 
medium-sized industries, as opposed to | 


the recent trend towards strikes at | 


pu rx companies. 

owever, some workers are begin- 
ning to resist long layoffs. For instance, 
a strike was called on 2 July at Pure 
Foods Corp., à major producer of can- 
ned meat products, after the union 
stood firm on a demand for salary in- 
creases of P60 for its new three-year 
collective agreement — while manage- 
ment offered P21. Union moderates 
eventually forged an agreement with 
management in late September — for 
an increase of only P19. The moderate 
faction also agreed to the dismissal of 
three leftist officials of the union. 

Dole has strengthened its ties with 
the military in recent weeks as it seeks 
solutions to current labour problems. 
This relationship is expected to lead to 
the formation soon of a team of police 
and military personnel specifically 


trained in dealing with pickets. pl 
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z enue of S$3.27 billion, compared with 
: S$250.7 million profit on revenue of S$3 
billion a year earlier. Group profit, in- 
cluding contributions from Changi Air- 
port terminal services, engineering, 
travel wholesaling and other sub- 
sidiaries, amounted to S$451.2 million 
on revenue of S$3 48 billion, jumps of 
58.3% and 9.7% , respectively. 
Although these huge increases are 
unlikely to be repeated — large con- 


AVIATION 


| Success in the air 
.| SIA presses ahead with expansion plans 


. By Michael Westlake in Singapore 


t is perhaps ironic that an airline which 


f July 1986 — was signed in May, and SIA 
. Whas attained huge success on the back 


| of a liberal aviation policy; one which 


. has overcome regulatory hurdles in less- 
liberal places, and achieved a massive 
67.5% jump in post-tax profit in the 


hopes this will be liberalised still 
further. 

Within the next two years, SIA ex- 
pects to open routes either between 
Singapore and Vancouver across the 


tributions came from low fuel prices, 
the weak US dollar and from a reduc- 
tion in Singapore’s Central Provident 
Fund (the compulsory retirement fund) 


| 

. year ended March, now finds itself 
4 ked in a country which is trying to 

- become more liberal — Japan. 
-| _ But for Singapore Airlines (SIA), 
p long known for its aggressive marketing 
| (like other Asian airlines) its com- 
. mitment to high standards of service, it 
f seems that success itself is bringing a 


Pacific — though so far its bid has been 
blocked by Canada — or to Montreal or 
Toronto across the Atlantic. Toron:o is 
regarded by SIA as the best trans-At- 
lantic option, though it needs irter- 
mediate points which have yet tc be 
agreed by the European countries con- 
cerned. But SIA made concrete pro- 


for employees, which reduced the air- 
line's wages bill — brokers say traffic is 
still growing strongly and a recent move 
to expand its airfreight business should 
boost revenues. 

SIA's policy of turning over its fleet 
rapidly — on average it reckons to keep 
a plane for about eight years, ate e 

e 


. new set of problems. gress on several routes during 1986-87 | purchases in recent years mean that t 
-| | Japan's recent moves towards | including: fleet’s present average age is only 41 
— liberalisation for its own airlines — in | » A third service to New Zealand | months — means that a large part of its 


_ particular allowing All Nippon Airways 
to fly international scheduled routes 
- along with Japan Air Lines — would 
seem to offer opportunities for other 
- carriers. So would the present heavy 
| passenger traffic between Japan anc 
- many other countries, particularly when 
- | combined with Japan's expressed aim of 
| doubling outbound passenger traffic 
| over the next few years. 
. But bilateral talks in early Sep- 
 tember won SIA only two extra flights a 


(Christchurch and Auckland) plus 
beyond rights, with discussions about a 
possible fourth. 

» Services to Dhaka and Istanbul. as 


planned expansion can be funded from 
internal sources. 

SIA's large blocks of orders over the 
past few years have always made the 


SIA’S RECORD OF GROWTH 


1986-8 


week — by next April — against the 
seven it had sought. (SIA had requested 
four more flights a week between Singa- 
pore and Japan for itself and for Japan- 
ese carriers by next April, followed by a 


- further three for each side to meet grow- 


- ing demand, which would have given a 
total of 23 flights a week each.) 

Disappointed SIA officials said there 
was a huge discrepancy between their 
forecasts and those from Japan. SIA 
projects 20-25% annual traffic growth 
in the light of the 33% growth achieved 
over the past year but Japanese offi- 
cials, while agreeing that there is à 
shortage of capacity at present, predict 
only 10-15% growth. 

SIA negotiated an increase in its 
Japan-bound services to 16 Boeing 747s 
a week from 14 in September 1986, plus 
an agreement to raise its five Tokyo—Los 
Angeles services a week to seven. 
Further increases in flights to the US 
West Coast are problematic because of 
rights — particularly the restriction 
which bars non-US carriers from 
domestic sectors, such as that between 
Honolulu and the West Coast. 

In another area, SIA has for some 
time been s ling to gain routes to 
Canada, and officials now describe the 
negotiating problems, which had until 
recently blocked its access, as being 
"temporarily" solved. A new air-ser- 
vices agreement — the old one was ter- 
minated at the height of the dispute in 





by Barny Lee 
Singapore’s agreements with Ban- 
gladesh and Turkey were opened 
up — which will also allow Biman and 
Turkish Airlines to serve Singapore. 
SIA began flights to Dhaka in October 
1986, and services to Istanbul are due to 
start late this year. 
» Further flights to Bombay and Ma- 
dras, and the addition of New Delhi and 
Calcutta as destinations (it had already 
operated a joint service with Air-India 
to New Delhi) plus beyond rights. 
» Discussions with Qantas about extra 
frequencies to Australia, and perha 
the addition of Darwin and Townsville 
to its destinations. 
» The signing of new agreements with 
Tanzania, Cyprus and the United Arab 
Emirates — the last to consolidate 
SIA’s services through the key Gulf 
»oint of Dubai, and the first two to pro- 
vide “a framework for future expansion 
:0 new markets in eastern Africa and 
‘he eastern Mediterranean.” 

SIA's airline profit for the year 
»nded March was $S$420 million 
.US$201.4 million) after tax, on rev- 


| 





headlines because of their huge US-dol- 
lar values. But what has tended to be 
lost in the excitement is the fact that the 
net gains to the fleet have been much 
smaller after sales of older aircraft — 
whose relative youth, and hence low 
maintenance costs, has been reflected in 
high resale values. 


hus, the order in March 1986 an- 

nounced as 20 long-range 747-400s 
worth US$3.3 billion, including spares 
and optioned aircraft, was in fact a firm 
order for 14 aircraft plus options for a 
further six, and the rollover of SIA's 
present eight 747-200s wil! mean a net 
gain of six aircraft in the fleet. 

This means that the arent aver- 
age cost of US$165 million for each new 
747-400 and spares can be reduced to a 
net cost of US$125 million each for 14 
aircraft, assuming the 747-200s fetch 
about US$70 million each. Naturally, 
the accounting picture is considerably 
more complex than that, but with five of 
the older aircraft cn finance leases, 
there could be further, so far unappro- 
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A Landmark Investment Opportunity 


WORLD TRADE CENTRE 
MELBOURNE 





ar. 





Under instructions from the Port of Melbourne Authority. 


Parties interested in acquiring this outstanding property are 
now invited to lodge registration of interest by November 27, 1987. 


Located at the Western sector of Melbourne's Central 
Business District with unique river frontage, the property comprises: 
e 62,500 m? of net lettable space 
e Fully leased to secure tenants 
e 750 undercover car parking spaces 
e Substantial adjacent land areas capable of further development. 





Full particulars available from the Sole Selling Agent. Contact John Henderson or Kerry Woolston. 
AN d 

M x 

aia Jones La aie Wootton 


500 Collins Street, Melbourne. Australia. Telephone: (613) 616 6666. 
Offices in Tokyo, Hong Kong, Singapore, Kuala Lumpur, Malaysia. 
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ong-range 


. and Europe and the US. They, and the 
14 stretched. upper-deck 747-300s, will 
form SIA’s long- and medium-range 
fleet, complemented by six Airbus 
A310-2C0s «with two A310-300s on 
eae order) and four Boeing 757s for shorter | 
a E routes — plus one 747-200 freighter for 
JETSPEEDED RATES routes to Europe and Australia. 
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1 TECHNOLOGY 










By Bob Johnstone in Tokyo 


£ Japan's numerous printing com- 

pan es, 299% employ 100 workers or 
fewer. The exceptions are the giant 
twins; Dai N:ppon Printing and its arch- 
rival T oppan Printing, two of the larzest 
printing. companies in the world. Be- 
tween them. this pair accounted last 
year for. almost a quarter of the Japan- 
ese printing industry’ S sales a ne $36 
billion. 

In addition to their gers size, what 
makes Dai Nippon and Toppan unusual 
| is that, unlike most printing companies, 

they have the resources to-do their own 
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plus the Asia Yearbook 
| with an aggressive approach to planning 


ke the Asia Yearbook part of your Review... |. and marxetirg, this ability has enabled 


iption: Simply tick the relevant space in. | | : 
pon below and automatically receive the them to diversify away from printing on 


arbook. tt gives you Asia minus the mystery. | paper and into a range of new pte 


»rything from Finances & Currencies to | and vitet onc publications. 

and Social Affairs. The oniy single “The companies’ decision to diversify 
dates back te the. 1950s, when the Ja- 
panese printing. industry w was hit by a 
wave of strikes. One of them dealt the 
then industry leader, Kyodo, a biow 
from which it never fully recovered. 

Dai Nippon and Toppan were less.af- 
fected by industrial action, and thus 
were better placed to take’ advantage of 
opporturities for diversification. “he 
first came in 1958 when NHK, Japan's 
national ‘broadcasting corporati: on, 
asked Dai Nippon: to. make shadow 

masks for the colour TV sets the corpo- 
| ration was ceveloping to receive its 
E of the Tokyo Olympics. - 
A shadow mask is.a thin metal sheet 
ue peppered with tiny holes which ensures 
-F that the electrons emitted by the TV 



















ate. Soft cover US$24.95 or HK$195 (or 
1e equivalent in local currency). Adc the 
earbook cost to your subscription rate shown 
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LJ Please include the Yearbook at axtra 
US$24.95/HK $195. For airmail delivery, 
please add: US$7/HK$55 
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n the TV screen. They are made 
sferring a pattern photographi- 


ough the unprotected: part of 
m. Essentially, the same 


services between Singapore 


The :udicious use of finance: leasing . 


| research and development. Combined 


e's cclour guns hit their intended 
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nance leases for the 747-400: 
so — though, there: are ‘rumours that 
Japan is about to close s some of the leas- 
| ingavenuesnowepen. > 

The move towards a greater share of 
the freight market, while a significant 





step for SIA, is not so dramatic as it ` 


might seem: three of the present fleet of 
747-300s are combined passenger- 


n! 


‘New types of work 


! Japanese printers eae and diversify 


make photomasks, the patterns through : 


which light is projected onto silicon 
wafers to make microchips. 


In addition to shadew and photo- 


masks, Dai Nippon and Toppan also 


produce a range of electronics-related | 


products, including lead frames (the 
metal "legs" which plug chips onto 
boards), multi-layered 


nents now account for 10% of both com- 
panies' sales; printing on paper is down 
to 60%. 

It may seem natural that when Ja- 
panese electronics companies first 
started making chips back in the early 
1970s they should have asked the print- 
ers to produce phctomasks for them, 


because of the latters’ experience with 


photo-etching. But it was net so much 
their skills that made the printers attrac- 


tive to the chipmakers; rather, it was . 


their ability to cut ecsts to a minimum. 

"In Japan," explains Masakazu Sato, 
general manager of Dai Nippon's re- 
search and development (R&D) promo- 
tion department, "printers have the 
image of being able to do things 
cheaply.” Cut-throat competition for or- 
ders in the industry pares profit margins 
almost to the bone. From sales of US$4.6 
billion in 1986, Da: | Nippon. managed an 
income of just USS152 million, while 
Toppan's income amounted to US$104 
million from sales of US$3.5 billion. 

But for all its competitiveness, print- 


ness of waiting 
ing a signi 
enabled Y 

















printed circuit . 
boards and colour filters for video 
cameras. Precision electronic compo- - 
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freight aircraft. However, SIA deputy 
chairman Lim Chin Beng told the 
REVIEW: "SIA is a very passenger- 
oriented airline, but the time is now 
right to expand cargo." 

In 1986-87, cargo operations pro- 
duced S$782 million or, 23.9% of rev- 
enue, a figure which is expected to rise 
to about 30% when the new freighter 
begins offering its 100-tonne capacity in 
addition to the 37 tonnes offered by 
each 747 combi and the belly space 
available in the rest of the fleet. 

The overall load factor improved 
from 71.1% to 72.4%, and total traffic 
carried grew by 8.9% to 3.403 billion 


far more labour-intensive in Japan by 
the need for type fonts containing tens 
of thousands of characters. The deve- 
lopment in the early 1970s of com- 
puterised-typesetting systems revolu- 
tionised the industry. 

The printers were quick to exploit 
this new-found freedom. An early 
example was serialised novels in weekly 
magazines, which would finish one day, 
then appear in the shops in book form 
the next. A more recent example in- 
volves both hard and soft media. 
Japan's Ministry of Interna- 
tional Trade and Industry (Miti) 
publishes a daily news bulletin 
containing (among other things) 
announcements and details of its 
activities. Input into Dai Ni 
pon’s computer, this bulletin 
emerges simultaneously on 
paper and on Captain, a govern- 
ment-sponsored videotext ser- 
vice. Subscribers to this service 
can find out on their TV screens 
what Miti is up to a good half day 
before the printed version ar- 
rives on their desks. 

One of the most promising al- 
ternative formats for using the 
existing data stored in the print- 
ers’ computers is compact-disc 
read-only memory (CD-ROM). 
A single CD-ROM can hold 
massive amounts of information 
— the equivalent of 1,000 floppy 
disks, or 200,000 pages of text — 
which can be accessed by plugging a 
special disk drive into a personal 


ay chap 

er the past year, several Japanese 
applications for CD-ROM have 
emerged. One, acollaboration between 
Dai Nippon, NTT and Sony, is a disc 
containing the 1.1 million listings in the 
four-volume, 5 kg Tokyo Yellow Pages. 
Entries can be accessed not only by 
name, but also by address, telephone 
number and type of business. 

Although this disc is not yet on the 
market, others are. Typically, these are 
dictionaries and catalogues of financial 
or scientific information. CD-ROM 
could become a (relatively) cheap alter- 
native to expensive dial-up databases. 

And, within the next couple of years, 
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tonne km against an increase in capacity 
of 7% to 4.703 billion tonne km. The 
break-even load factor improved to 
64.395, though overall yield dropped 
slightly to 92 S cents a tonne km. 

By area, Europe remained SIA's 
largest revenue generator, producing 
3495 of all route revenue, and though 
loads increased by 1.675, a rise in capa- 
city of 4.2% brought a slight drop in 
load factor to 73.896. 

US services’ capacity grew by 5% 
and traffic grew by 10% , raising the load 
factor to 73.396 and bringing in 11.8% 
more revenue and a yield improvement 
of 1.4%. In Asia, capacity grew by 6.2% 


a new compact-disc format, CD-I (the 
'T stands for interactive), will emerge. 
This format, which will be capable of re- 
producing text, still and moving pictures 
as well as sound, is mainly intended for 
entertainment and educational pur- 
poses. Containing its own built-in 
microcomputer, a CD-I player will plug 
directly into an ordinary household TV 
and stereo set rather than a PC. The 
printers, with their media-conversion 
skills (editing in particular), will play an 





important role in producing software 
for the new format. 


"Soft" products, like. videotex and 
compact discs, are examples of revolu- 
tionary change in the printing industry. 
But there is also evolutionary change 
going on, too. A good example of such 
change is the way Dai Nippon and Top- 
pan have applied their know-how as 
suppliers of bank and credit cards to 
produce two new and more powerful 
types of plastic. 

One of these is the smart card 
(REVIEW, 17 Sept.), a souped-up credit 
card which incorporates a micropro- 
cessor chip and memory. Toppan de- 
veloped the first Japanese smart card in 
1983. Realising that the card by itself 
was of little use, the company also wrote 


and traffic by 12.195, lifting the load fac- 
tor to 65.1%, though revenue grew by 
only 10.5%. because of a 3.2% drop in 
yield. 

The biggest single capacity increase 
was in the Southwest Pacific, where the 
third service to New Zealand and the 
use of larger “Big Top" 747s — plus à 
full year of three extra services to Aus- 
tralia — brought a 22.2% rise. Traffic 

rew by 21.6% in this area, producing a 
lowes load factor of 78.1% and a dropin 
yield of 3.2% — mainly caused by the 
weak Australian and New Zealand cur- 
rencies and competition — but revenue 
grew by 18.4%. 


the system software to make it operate. 

e merit of this software, says Kat- 
suhiko Fukui, chief manager of Top- 
pan's integrated-circuit card sales- 
promotion department, is that in addi- 
tion to making access to information 
stored in the card extremely secure, it 
also allows card issuers to allocate 
chunks of memory flexibly enough to 
suit their various applications. This 
combination, claims Fukui, has 
been a big selling point with banks, 
the main customers for smart 
cards. 

The other new type of card 
stores information optically, in 
the form of microscopic pits on 
its surface, which are read back 
using a semiconductor laser, just 
like in a compact-disc player. 
The advantage of this type of 
card is the volume of informa- 
tion it can hold — as much as 
several hundred pages of text. 
For this reason, one likely initial 
application for optical cards is 
storing medical and health- 
insurance records. 

The first generation of opti- 
cal cards came with the informa- 
tion already inscribed in them. 
In July, Dai Nippon announced 
that it had developed a card that 
could be repeatedly written on 
until full. (However, the pioneer 
of optical-card technology, a 
US called Drexler, thinks 
that Dai Nippon has infringed its 
patents, 

But coming up with a promising new 
gizmo, like an optical card, is only half 
the battle. “It is not enough now to de- 
velop a good product," says Dai Nip- 
pon's Sato. “You also have to present it 
to potential clients and show them how 
to use it. If you don't, it is no use to any- 
body." 

Rather than sit back and wait for in- 
quiries from customers, Dai Nippon 
sends out teams consisting of planning, 
marketing and technical people to win 
orders for its new products. The com- 
pany calls this "creating and uncovering 
needs," in its attempt to see how much 
further printing technology can be ex- 
panded. 
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A capital idea 


Peking considers land sales to rase cash 


By Louise do Rosario 


NS bankruptcy and stock ex- 
changes. Peking has come up with 
another idea straight from capitalism — 
selling leases on land to those who can 
afford them, foreigners and Chinese 
alike. 

The plan first became public in July 
this year when Shenzhen, the special 
economic zone (SEZ) adjacent to 
Hongkong, said it would sell three 
Y of land with a total area of 70- 

000. m? by auction. Since then, 
ghai and Hainan island have also 
expressed interest in selling land as a 


The plan, however, has been 
strongly opposed by conservative party 
leaders who regard it as incompatible 
with socialism and a violation of the 
Chinese Constitution. Article 10 of the 
1982 constitution stipulates that all land 


that no organisation or individual may 
"buy, sell or lease land.” Politburo 
standing-committee member Chen 
Yun, a powerful conservative party fig- 
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Chen: backward step. 


| Island in the shade 


By Elizabeth Cheng in Hongkong 

Fi visitors to tropical Hainan, now part cf Guang- 
dong province, find few of the *mini-Hawaii" attractions 

touted by travel brochures for China's island in the sun. In 

fact, facilities are minimal. Most of the 5 million residents 

make their living from the land or in farm based incustries. 

In a bid to speed up economic development on the island, 
local officials have been lobbying hard forHainan to be pre 
provincial status. This would make it directly accountatle to 
the central government, instead of the authorities in Canton, 
and give it access to major fund allocations. 

Peking recently approved the establishment of a preparat- 
ory group to study the proposed change of status, but the is- 
land has a long way to go before it achieves its goal. The study 
group is hea by Liang Xiang, the controversial former 
mayor of Shenzhen, where China’s ep special economic 
zone (SEZ) is located . Liang, who fell from grace in 1985 
after the local economy became overheated, is widely tipped 
to become the governor of Hainan, if it becomes a province. 

Despite his vigorous promotion of the idea, it is far from 
certain in the run-up to the 13th Commurist Party Congress 
on 25 October that Hainan will be granted tae status it desires. 

Only three years ago, the island authorities incurrec Pe- 
king's wrath when they squandered foreiga-exchange alloca- 
tions on unauthorised imports of corsumer goods for 
speculative purposes. A number of senior :ocal officials were 
sacked in the aftermath. Liang's plans dc not end with self- 
government: he wants to turn the islanc into a free-trade 
zone. This would involve ending impor duties, dropping 
domestic-export quotas, allowing the free transfer of funds 
and freedom in land transactions, and implementing more 
open policies than in the four existing SEZs. 


he views as a step backward in develop- 
ment. In the rumour mill of Chinese 
politics, Chen is reported to have said: 
"We suffered enough at the hands of im- 
perialists owning leased areas [in the 
treaty ports before 1949]. Do we need to 
revive such evils now?" 

It is a particularly sensitive issue for 
Shanghai, which had the highest con- 
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centration of foreign-held territory and 
with foreigners enjoving extra-territo- 
rial rights. One Shanghai source said 
Premier and acting party General Sec- 
retary Zhao Ziyang, on a visit to the city 
in 1985, first suggested that it should use 
all means, including leasing land, to 
raise up to US$1 billion worth of foreign 
capital to speed up development. 

Although Shanghai has taken out 
more foreign loans since then, little had 
been said about land sales until re- 
cently. The issue was raised again by 
Shanghai's first party secretary, Rui 
Xingwen, in the 21 September issue of 
the Shanghai-based World Economic 
Herald. Emboldened by the central 

overnment's latest reforms in land and 

ousing management (such as the plan 
to rent and to sell houses to private 
buyers) and Sherzhen's recent land- 
sales announcement, Rui openly en- 
dorsed the controversial plan. 

The example of Shenzhen, however, 
may not be applicable to Shanghai or 
other Chinese cities. Shenzhen has 
greater economic freedom than most 
other areas in China because of its status 
as an SEZ. 

Shenzhen sold its first piece of land 
on 9 September — a 5,300-m? lot for the 
building of staff dcrmitories. Under an 
auction system Shenzhen calls *negotia- 
tion bidding," a unit of the Aero-Tech- 
nology Import and Export Corp., 
bought the land after bidding Rmb 1.06 


XINHUA 






Observers are sceptical that Liang will get what he is ask- 

ing for. There are a number of problems: 
» The SEZs are not doing as well as many other industrial 
cities despite the huge sums spent on developing their infra- 
structures (REVIEW, 1 Oct.). 
» Setting up an additional SEZ would further stretch 
China's limited resources, especially ir capital and skilled 
manpower. China is already a leading hard-currency bor- 
rower. Its debt repayments, though still manageable, 
amount to about 10% of export revenues. But with export re- 
ipts denominated in US dollars and much of its borrowings 
in the appreciating yen, Peking is increasingly worried about 
the rising cost of servicing its debts. 

Peking has already spent Rmb 4 billion on infrastructure 

development on Hainan, but several bil'ions more would be 
required to upgrade its facilities to the level of the SEZs. 
> Itis unlikely that Hainan will be allowed to import and ex- 
port freely at the expense of other provinces, which use a quo- 
ta system, or at the expense of the country’s trade balance. 
» It is also unlikely that import duties could be completely 
abandoned because Peking wants the island to be self sup- 
porting eventually and ending such taxes would cut off a vital 
source of revenue. Some taxes could be kept low but Hainan 
would still face stiff competition from more strategically 
placed SEZs in its bid to attract foreign investment. Hainan is 
close to Vietnam and the Philippines but they offer little 
in the way of economic spin-offs. 

The island’s hopes of becoming an oil-s rt base have 
been dashed by the oil-price slump and bow foreign investor 
interest. A nearby offshore development by Atlantic 
Richfield Co. of the US has become d down in negotia- 
tions over the price at which natura could be piped 
ashore. Onshore there are few notewo foreign-invested 
projects, apart from an oil-devel ent joint-venture with 
an Australian consortium led by CSR and a few small-scale 
projects involving Hongkong investors. o 
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But not facts alone. Because facts must be supported by in-depth analysis and 
insight into business events and trends world-wide. Facts can't help your business 
prosper. Understanding them can. That's why you should subscribe to The Asian Wall 
Street Journal. 

No other publication gives such a full daily report of local and regional events 
affecting business in Asia. Not just the latest stock and commodities quotes, but accurate, 
penetrating analysis of current economic conditions. With the world's most far-reaching 
business news-gathering network — 12 news bureaus in Asia alone — you get the latest 
news and views from your own country — and the world. Eu 

The Asian Journal is the most essential tool anyone in business can have. So make 

a wise decision every business day. 


Subscribe to The Asian Journal. THE ASIAN WALL STREET JOURNAL. 
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million (US$284,793). It had to place a 
deposit of Rmb 210,000 on the spot and 
pay the rest within 30 days. There are 
penalties for delays in the first two years 
of construction and delays after that will 
make the sale null and void. On 26 Sep- 


tember, Shenzhen invited 10 domestic | 


roperty companies to submit bids be- 
ore mid-November this year for a sec- 
ond piece of land measuring 46,000 
m?, which has been allocated for hous- 
ing. 

It is not known if Shenzhen will live 
up to its earlier promise and invite for- 
eigners to bid for the third piece of land 
of 50-60,000 m?. The buyer is, in theory, 
able to use the land for up to 50 years, 
but the state will still own the land. 
Transfer or mortgage of the land leased 
will also be permitted. Given China's 
track record of political instability and 
its constant shifts in foreiga-investment 
policies, foreign interest in leasing 
Chinese land may be limited. 

Shenzhen s sale of land to the public 


iS a pragmatic response to the active - 


black market in land within the zone. 
Taking advantage of the lax controls 


and confusion which prevailed in Shen- 
zhen's early days, individuals and com- 
panies have been occupying land and 
selling it for hefty profits without gov- 


, ernment approval. According to one of- 


ficial report in September this year, up 
to 84 ha of land have been rented or sold 
illegally. The actual scale of such illicit 
sales is definitely much larger. 


hrough land sales, the Shenzhen 

government can raise more money 
and make more efficient use of land than 
under the existing system, whereby 
agents known as "development com- 
panies” allocate land to users. As these 
v ys are merely administrative mid- 
dlemen with limited incentives to make 
the bes: use of the land, many lots have 
been left unused for a long time. Ac- 
cording to one recent estimate, Shen- 
zhen collected only Rmb 38 million for 
use of 17 km? of land let, though it has 
spent Rmb 600 million on developing an 
area of 32 km?. 

Land sales in Shenzhen, if conducted 
regularly, can provide its debt-ridden 
government (REVIEW, 1 Oct.) with a 





welcome source of revenue. For Shang- 
hai, the idea is to have foreign investors 
buy and develop areas, namely those 
east of the Huangpu river. 

In his article, Rui cited the shortage 
of capital, particularly foreign capital, 
as the major obstacle to Shanghai's 


development. He noted that many 
much-needed infrastructural projects 
will never be able to attract foreign in- 
vestors because they will not generate 
foreign-exchange E Meanwhile, 

eking to pro- 


Shanghai cannot expect 
vide extra financia: aid. 

Rui said Shanghai had sent study 
teams to Hongkong and found that one- 
third of the Hongkong Government's 
revenue came from land sales. 

Before Shanghai can move any 
further on land sales, reformists in the 
party must come up with a convincing 
theory to show tha: socialism will not be 
threatened by allowing foreigners to oc- 
cupy and use Chinese territory for 30-50 
years. If it fails to do so, land sales may 
meet the same fate as other controver- 
sial reform policies which have been 
stalled after timid trials. o 





ECONOMIC MONITOR AUSTRALIA 


An end to euphoria 


warning by Finance Minister Peter 

Walsh that “complacency” about 
economic imbalances risked sending 
Australia “further down the Argenti- 
nian road" has ended the financial-mar- 
ket euphoria which greeted Treasurer 
Paul Keating's near-balanced federal 
budget for fiscal 1987-88 (ending 
June). 

The symptoms of that bullish mood: 
a rising Australian dollar (to 72-74 US 
cents from 66 US cents in January); fall- 
ing interest rates (prime rates down to 
14.25% from nearly 20% in January); 
further climbs in the stockmarket; a 
sudden property boom — all have been 
fuelled more by a strong capital inflow 
than by the moderate improvement in 
the external account. 

Running at about A$2 bil- 
lion a month, this inflow has 
been roughly double the aver- 
age monthly current-account 
deficit. The effects have made 
life more comfortable in the 
short term for the government. 
While exporters would prefer to 
see the dollar in the 65-68 US- 
cent range, few are yet (Tot. 
lost competitiveness. Althoug 
it might slow the pace of export 
growth and import replace- 
ment, the higher dollar eases 
the cost of foreign-debt servic- 
ing (net interest payments 
equalled some 19% of export 
earnings in 1986-87). 


RE VIEADIAGRAM by Barry se andi Ivan Keoog 


The question is how far it will go. 
Some economists see the dollar ap- 
preciating further, towards 80 US cents: 
others argue that the recent range has 
been appropriate, while many have 
sympathy with the exporters. What has 
become clear is that a small, open econ- 
omy such as Australia’s is highly vulner- 
able to “overshooting” either way ac- 
cording to swings in assessments by 
foreign investors making global com- 

arisons. The Reserve Bank of Austra- 
ia (RBA, the central bank) has been 
selling heavily, however, when the dol- 
lar heads towards 74 US cents and 57 on 
RBA's trade-weighted index. 

Canberra's other dilemma is interest 
rates. It needs to get them down to 
stimulate business investment across a 


FALLING INTEREST RATES 
AND THE RISING A$ 





wider front. Non-residential propert 
investment grew a strong 15% in 1 

87, reflecting the tourism and financial- 
services booms, but nding on new 
plant and equipment fell nearly 4%. 

On the other hand, the government 
is scared of wakening a consumer- 
spending boom that would tend to draw 
in more imports. Real household in- 
comes suffered their first fall in 30 years, 
of 1.2%, in the last financial year — 
leading to a 0.575 fall in private con- 
sumption. 

The governmen: is forecasting mod- 
erate economic growth of 2.75% for the 
current year, allowing for a 2% rise in 
real incomes, leading to a 1.5% rise in 
private consumption after rebuilding of 
savings. However, various “leading in- 
dices” show the economy growing 
strongly, perhaps requiring a touch of 
the monetary brakes. 

The US economy will be the 
ultimate influence, however. 
Should US inflation increase 
markedly. forcing up US in- 
terest rates, the resulting 
squeeze could lower prices for 
Australian commodities and re- 
move the slight improvement in 
the terms-of-trade which Can- 
berra predicts for this year. 
Australia would have to offer 
more, in higher interest rates, 
to attract the capital needed to 
cover its current-account def- 
icit, which the budget forecast 
would reach A$11.5 billion for 

this fiscal year. 
— Hamish McDonald 
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cation. 


This is where the air is fresher 
and sweeter and cooler. Where the 
zalm trees sway in the gentle sea 
brete off the bay. 


This is Manila’s dream location. 
Away from the traffic, the noise, 
the city hustle. And yet just 
fifteen minutes from the airport 
and the business district of 


Makati. 


This is The Westin Philippine 
Plaza. 


THE WESTIN PHILIPPINE PLAZA 24 
Manila 


For reservations, call vour travel agent or Westin Hotels 
or direct phone Manila 832-0701. Telex 40443 FILPLAZA PM 
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For those 
analyzing 


developments in 


the PC industry, 
ompag offers 


an executive 
summary. 










Demand for the 12-MHz 
COMPAQ DESKPRO 286 
has nearly doubled since m 

the PS/2 introduction. , 








The 12-MHz 
COMPAQ PORTABLE IT is the 
smallest, most powerful full-function portable there is. 







The COMPAQ 
DESKPRO 386 
sets the standard for high-performance, 
advanced-techno.ogy desktop computing. 





It still simply works better. 


We still work 


n spite of the clamor sur- 
rounding the new IBM* PS/2 
personal computers, people 
who really know PC's know 
COMPAQ* personal computers 
still work better. They enhance 
your productivity within the indus- 
try standard, and give 
you top performance 
from the world's 
largest library of 
business software. 


Still the 
performance 
leader 


COMPAQ per- 
sonal computers 
prove superior 








to add manv extra functions. So 
you can configure your system 
exactly the way you want it. 
Finally, compare portability. You 
can't. The 12-MHz 80286-based 
COMPAQ PORTABLE III" is the 
undisputed leader. It offers the 
performance of a 
desktop with- 
out any of the 
compromises 
you'll find in 
other portables. 
Compaq ap- 
plies innovative 
technology with- 
out sacrificing 
compatibility. 


"ges Earn higher 


rerai] returns on your 
COMPAQ PC's outperform PS/2 PC's 
performance. in tests for processor speed and disk investment 
Take speed, performance, using the Norton 


for example. The 
COMPAQ DESKPRO 286' runs 
your software up to 2096 faster 
than its PS/2™ counterpart. And, 
the COMPAQ DESKPRO 386™ sets 
all records for speed in advanced- 
technology, industry-standard per- 
sonal computers. 


Better by design 


Consider flexibility. Compaq offers 
51/4" diskette drives, and allows 
you to add 3!/2" drives. All COMPAQ 
desktops accept up to four different 
storage devices. 

Examine compatibility. We let 
you use all the industry-standard 
software and expansion boards 
that you already own. 

Look at expandability. Our 
industry-standard slots enable you 


Performance Index Version 4.0.* 


Businesses world- 
wide have over $80 billion invested 
in the current PC standard. 

Compaq designs its computers 
to protect your investment. And 
because they do more, they also 
maximize it. 









Two-way 
compatibility 
The new 


MS OS/2 operct- 
ing system will run on 


Compaq com- 
patibility and 
connectivity are 
legendary. Our 
personal computers run 

thousands of programs, without 
modification, far faster than other 
computers. And they work with all 
the other compatible computers in 
your office, without time- 
consuming diskette conversions. 





all 80286- and 80386-based 
COMPAQ personal computers. 


etter, 


As for the future, all 80286- and 
80386-powered COMPAQ personal 
computers will run the new MS 
OS/2 operating system, allowing 
you to directly access up to 16 mega- 
bytes of memory. And they'll run 
all the applications developed for 
OS/2™. Again, much faster. 


We don't burn bridges, 
we build them 


We measure advances by our abil- 
ity to push technology forward, 
without leaving you behind. 

COMPAO computers let you 
incorporate developing technology, 
and take advantage of the latest 
technology in a way that's fully 
compatible with the hardware, 
software and add-ons you already 
own. So Compaq protects your 
investment. 

These are all reasons why recent 
surveys show COMPAQ owners are 
the most satisfied PC users. 

Hong Kong, Microware U.S.A. Limited, 

Tel, no.: 471289, Tix. no.: 89586 
Indonesia, Emkon, apenas 

Tel, no.: 361343, Tlx. no.: 63651. 

Malaysia, Microcomputer Centre, Kuala Lumpur, 

Tel. no.: 7188332, Tix. no.: 37830. 

Pakistan, Computer Graphics and 

Systems, Lahore 

Tel. no.: 871546, Tix. no.: 44783. 

People's Republic of China, 

ComputerLand China/Minzu Hotel 

Tel. no. 568541 ext. 2957/2958 

Tix. no. 22848 

ped s Republic of China 

Eekon — Hong Kong 
Tel. no. 714028 

Tix. no. 76626 
Philippines, Datronics, Manila, 

Tel. no.: 818-2703, Tlx. no.: 23232. 
Singapore, Computer Industries Ltd., 
Tel. no.: 225836, Tlx. no.: 22907. 

Thailand, Olympia Thai, Bangkok, 

Tel. no.: 2340770, Tix. no.: 20191. 

"Index based on a scale that rates the origi- 
nal IBM PC as 1.00. IBM, OS/2 and PS/2 are 
trademarks of International Business 
Machines Corporation. MS OS/2 is a product 
of Microsoft Corporation. 

(01987 Compaq Computer Corporation. 

All rights reserved. 





Do you need a fleet of 2€ wide-bodied jets to be a major force in the air? 
You do if you're reaching for the sky. 
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To service our ever-expanding route network, Thai International has one of the world’s most modern 
fleet of aircraft. This includes six magnificent 747Bs and Asia's largest fleet of wide-bodied A300s, 


spearheaded by the hi-tech A300-600s. To top it all off, our new Big Tops are on the g T 
way. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. €3 


Smooth as silk 
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Not only Vienna is at your fingertips. 












GZB-VIENNA 


Genossenschaftliche Zentralbank AG 
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Through us you can reach the whole of Austria. With our 2.500 banking outlets (GZB- 
Vienna, 8 regional banks. 880 local Raiffeisenbanks and 1500 branches) throughout the country 
we have the necessary contacts for your clients at our disposal cnd direct access to Austrian 
business. We are therefore your ideal partner for ban«ing in Austria: Our services incude — 41910 Vienna Herrengasse 1-3, Tel, 66 62-0" 
* speedy same-day documentary service * cash management * intermediate Telex: 136989, Swiftcode: ZENT AT WW 


clearing accounts for exporters and * cheque-clearing. We would be happy to talk Representative offices in New York, London, 
Hong Kong, Singapore and Milon. 





to you about our other services - just give u: a call. 
Your banking partner in Austria. 
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Rates As What May Bed h 
Best Designed And Built 

AT Compatible On 
The Market Today” 


—PC Magazine, April 28, 1987 










AST Premium/236 | IBM PS/2™ | Compaq" Deskpro 
Model 140 Model of 286™ Model 40 


3 








Recently, PC Magazine awarded 
the AST Premium/286!M with 
their Editor's Choice Award 
for its “winning price/per- 


2 ams 


the IRM PC AT 


.v2 umg 
the IBM PC AT 





Standart Memory 
Memory Expaesion 


formance combination? 
We weren't surprised. 
When we designed the 

Premium/286, we built in uncom- 











promising compatibility, speed and doubt the best-looking and best- 
power. But, that's not all. We also performing system with a 10-MHz Sane | 
built in à commitment to quality. The rating. Its quality makes its price a 
same quality that has been the bargain.” 
trademark of our complete line of “The most elegant variation on 
exceptional enhancement and the basic AT chassis...the machine 
communications products. should complement any office, 

And, even though we weren't including the CEO’s.” 
surprised at PC Magazine's award, we "Workmanship is clearly top- Examine the specifications PC Magazine compared the 
do consider it an honor. After all, the notch.” Bit EDU compared npeinet to MN 25.2 RD 
AST Premium/286 had only been in “The AST Premium/286 uses a Compaq 286, the AST Premium/286 is the Price/Perfor 
volume shipment for 10 months. unique memory configuration to gain eb ae 

So, when it comes time for you top honors in RAM access time.” ———  Á alr aca 
to make a decision about buying a "Overall. the AST Premium/286 oos wad OSIS aoe taiea La a anaona nal DA ses ems 
personal computer, you might want rates as what may be the best- Eqspeseni Corporaion., Coosa la a naglaan voii un DAAMA A 
to remember what PC Magazine had designed and built AT compatible on croi Cong. COpR guo INO. AST aienak. Ai AAAA ALA IS END 
to say about the Premium/286. the market today. Others may come 

“The Premium/286 is without a only faster, not better." 


AST Research (FE) Ltd. (Marketing & Support Division) 
Room 2903, Citicorp Centre, 18 Whitfield Road, Causeway Bay, Hong Kong. Tel: 5-717223 Telex: 48532 ASTFE HX 


-~ 





Authorized Distributors: Indonesia: P.T. SiStech Kharisma Tel: 351037 Japan: John Swire & Sons (Japan) Ltd. Tc: 
813-230-9329 Malaysia: Pericomp SiStech Sdn Bhd Tel: 03-7199339 Philippines: ASTECH Tel: 489161/498275 
Singapore: SiS Technologies Pte. Ltd. Tel: 2259898 Taiwan: Stridemark Int'l Ltd. Tel: 2-717-4518/9 Thailand: SiS 


R) 
Dancom Co. Ltd. Tel: 2534771 Authorized Dealers (Hong Kong): Data Systems Tel: 5-297266 Expert System Co 
Ltd. Tel: 5-283303 PC Plus Tel: 5-293050 ^ 
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CURRENCY 


Friendly persuasion 


Washington tells Hongkong it should revalue its dollar 


By Nayan Chanda in Washington 


he US has for the first time brought 

Hongkong into the group of Asian 
newly industrialised countries (NICs) 
being officially pressured to revalue 
their currencies against the US dollar, 
joining South Korea, Taiwan and Singa- 

re. Treasury Secretary James Baker 

as called on Hongkong to allow its cur- 
rency to reflect the strength of its boom- 
ing economy. 

Government departments and in- 
fluential congressional leaders, alarmed 
by the burgeoning US trade deficit de- 
spite the fall in the US dollar, have been 
urging the administration to press the 
NICs to revalue their currencies 
(REVIEW, 4 Dec. '86). But US pressure 
on Hongkong had been muted in recog- 
nition of the territory's delicate political 
situation in the run-up to the return of 
sovereignty to China and because of its 
role as one of the few true practitioners 
of free trade. 

Washington, however, now looks to 


| 
| 
| 


have toughened its stance. The State — 
Department, which in the past had been 


sympathetic to Hongkong's political 


concerns on the exchange-rate ques- | 


tion, appears to have fallen into line 


with the Treasury and Commerce De- | 


partments. A State Department official 
made it clear to the REVIEW that the po- 


sition put forward by Treasury Secret- | 


ary James Baker at the IMF-World 
Bank annual meeting in Washington at 
the end of September was that of the ad- 
ministration as a whole. 
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At that meeting Baker said the 
major industrial countries were “not the 
only ones with an obligation to the 
world economy." It was time, he said, 
that South Korea, Taiwan, Hongkong 
and Singapore helped preserve the open 
world trading system. “It is critical that 
they open their markets where restric- 
tions remain and allow their currencies 
to reflect underlying economic funda- 
mentals," he added. 

An administration official said that 
the removal of trade restrictions did not 
apply to Hongkong which has an open 
trading system, but "Hongkong should 
undertake modest revaluation of its cur- 
rency." The official refused to say whe- 
ther that call had been conveyed di- 
rectly to Hongkong or through London 
but said that *our views have been made 
known to Hongkong." 

He outlined three reasons why the 
Hongkong dollar should be revalued 
against the US unit: 

» The countries the US has been press- 
ing to revalue, such as South Korea and 
Taiwan, complain that if their curren- 
cies appreciate too much they will lose 
out in competitiveness to Hongkong. So 
in order to persuade Taiwan and South 
Korea to nn their currencies, 
Hongkong should revalue. 

» There are provisions in both the 


pending Senate and House trade bills 
that refer to retaliatory action against 
countries which have unfairly large 
trade surpluses or those which increase 
their surpluses by keeping their curren- 
cies unjustifiably low. “The administra- 
tion strongly opposes these provisions, 
but it helps us to resist protectionist 
pressure in congress if Hongkong and 
other NICs revalue," the official said. 
» While not  underestimating the 
psychological importance of the link to 
the US dollar and its stabilising effects, 
the US now believes there is a stron 
economic argument for a revaluation o 
the Hongkong currency. The territory's 
high growth rate of 12%, low level of 
unemployment and rising inflation rate 
mean the economy could become over- 
heated. This danger could be averted by 
a modest appreciation of the currency 
and it would soften the impact of adjust- 
ments which might be required later. 

This argument has also been ad- 
vanced by the Institute for International 
Economics, an influential US think- 
tank. In a recent study on the bal- 
ance-of-payments licies of NICs, 
economists Bela Balassa and John Wil- 
liamson argued that the depreciation of 
the US dollar had led to a growing 
undervaluation of the Hongkong dollar. 
Its nominal effective exchange rate was 
estimated to have declined by 19% in 
the first quarter of this year. 

The authors said that the effect of the 
undervaluation had been an economic 
boom and an inflow of foreign exchange 
which added to the domestic money 
supply. “Both phenomena as well as di- 
rect cost pressures,” they said, “can be 
expected to cause renewed inflation in 
Hongkong before long unless the ex- 
change rate is revalued pre-emptively.” 
The study recommended a 10-15% re- 
valuation in real terms and the linking of 
the Hongkong dollar to a basket of cur- 
rencies. 

Administration officials refused to 
specify whether Washington would like 
to see the Hongkong dollar float or re- 
main pegged to the US dollar. But one 
source said privately that a small revalu- 
ation and a new fixing for the peg would 
be less destabilising than floating the 
currency. 

Before the Baker speech Hongkong 
officials denied that there had been any 
pressure from Washington to revalue. 
Following Baker’s call the Hongkong 
Government expressed "puzzlement" 
at his remarks. Acting Financial Secret- 
ary David Nendick charged that “the 
US was blaming other countries for its 
trade problems rather than seizing ex- 
port opportunities and opening up over- 
seas markets.” 

He stressed that Hongkong, a leader 
in free-market policies, would maintain 
the link at US$1:HK$7.8. It was not the 
easy option, he said, because the dollar 
peg meant that the territory’s economy 
adjusted to the exchange rate rather 
than the other way around. o 
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; Philip Bowring in Hongkong 
"he Hongkong Government 
A simultane ously revalued its currency 
and devalued its statistics. New statisti- 


has 






But Hongkorg has chosen this sensitive 
moment in trade relations with the US 


the Hongkong dollar has been revalued 
by 6% since 1983, when it was first peg- 
ged to the US dollar, rather than de- 


index. 
~ Such a cenclusion is not only con- 


ith the Hongkong Government’s own 
> territory's current export boom to 


longkon g goods more competitive. 

Against the IMF's special drawing 
the Hongkon dollar has. de 
sd by 20% since ctober 1983 and 
anm- average of 15% against trade 
ighted |. indices - published 


forgan Guaranty. 


he introduction of the index comes 
e US is renewing pressure for an ad- 


nlikely to fool Washington. 





inbi, has been given an increased | 
ighting of 27% , up from 17% i in 1981. 


INVESTMENT 


By Nigel Holloway in Tokyo 













| cal specialists. 











ers, foreign brokers are offering salaries 






year to recruit good J apanesi 


k ong; j juggles the nünibers to show its dollar is stong 


cal series do not usually make waves. 


to introduce z trade-weighted exchange- | 
rate index which purports to show that 


valued by 9% — as shown by the old 


trary to common sense anc the realities. 
faced by businessmen but also at odds .. 


conomic. analysis. It largely attributes | 


benefits of devaluation in making J 


: by - 
rs, such as UBS-Phillips and Drew 


anit in the value of the Hongkong | 
which it believes is unfairly 
dervalued. However, this apparent - 
empt to confuse the currency issue 2i 1 


. The new index provides the false im- 
ression that the Hongkong unit has - 
'n because the Chinese currency, the ` 


| T he dramatic expansion of Tokyo's fi- | 
«4 nancial markets has pushed up the | 
. salaries of securities dealers and sales- | 
men by 200% in the past three years, | 
and is cracking the lifetime-employ- | 
ment system of big Japanese banks and | 
stockbrokers. One of the strongest in- 
fluences on the job market has been the 
apid influx of foreign securities firms, | 
hich are scrambling to hire skilled 1 

1 cedented shakeout in a financial market 
where executives have traditionally 





According to Technics in Manag s 1 
ment Transfer, a local firm of headhunt- | 








of up to Y40 million (US$279, D) à al 





stable a: 23%. But the weights of almost 
all the stronger currencies — including 
the European currencies, the New 
Taiwan dollar, Singapore dollar and 
even the yen (down to 15%) — have 
been reduced, in some cases drastically. 
Of the nine. currencies in the index, 
apart from. the renminbi, only one — 
the Austrahan dollar — has declined 
significently since 1983. 

The oncreased. weighting given to the 
renminbi makes the Hongkong unit 
look much stronger than it really is be- 
cause. gies evaluations have re- 
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Ahead for growth 


_ Firms scramble for top Japanese financial executives 


traders and equities salesmen aged 
about 40, roughly double what they 
would te earning before. 

But some top foreign brokers fear 
that securities. firms new to Tokye will 
overstretch themselves as they try to 
bite off a chunk of the business here. 
When they find they cannot afford so 
many expensive staff, they may cutback 
on. the:r payrolls, causing an unpre- 


been as protected as the firms they work 
for. 

"An American headhunter in Tokyo 
ays the typical auga” New York secur- 


























































s total trade. However, this is 
misleading because the mainland was 


ee i v do the destination for only 11% of Hong- 
The US dollar weighting has remained- 


kong's domestic exports — the category 
most sensitive to currency valuations — 
while the US took 41%. A significant 
proportion of the territory's domestic 
exports to China went to the Shenzhen 
Special Economic Zone veis they 
were used by Hongkong firms in labour- 
intensive ee work, 

* Most China trade is re-export busi- 
ness where the value added in Hong- 
kong is low. The exchange rate of the 
Hongkong dollar against the renminbi is 
seldom a significant factor in this, even 
where goods are invoiced in Hongkong 
dollars. Japanese or West German 


firms may export to China through Hong- 
. kong but on a price basis set in yen or 


Deutschemark. Re-exports to and from 


China account for 75% of all re-exports. 


The renminbi is also of limited rele- 


vance in evaluating Hongkong's re- 


tained imports. Much of this trade is 
conducted in Hongkong dollars. Prices 
are set in Hongkong dollars, some other 


convertible cürreney, or by. reference to 


an international price rather than deter- 
mined by the administered renminbi ex- 
change rate. Only 20% of retained im- 
ports are from China, compared with al- 
most 30% from Japan and 10% each 
from the US and Taiwan. 


The Hongkong exchange-rate nae 


may have needed updating, and the new 
one does indeed make some technical 


improvements on the old. But the 27% | 


weighting given to an unconvertible cur- 
rency used. for denominating a minor 


share of the territory's total trade is a 


nonsense which is unlikely to help de- 
flect US pressure. 


| ducted with China. ‘Last ar, fot exam- 
_ ple, China accounted for 25% of the ter- 
 ritory's 





ities firm which has just set up an oper- 
ation here "does not have the slightest 
idea how Japan works" andis intent on 
getting its operations going as quickly as 
possible. Support staff such as trans- 
lators and bilingual personal assistants 
often leave these firms after a few 
months, she says, because the hours are 
long and offices are disorganised. 
Naturally, the foreign brokers insist 
they are in Tokyo for the long haul and 
that they do not “buy people." But the 
rates of expansion make it difficult even 
for the best-run offices to manage. 
Some 36 e securities companies 
employed about 3.700 people i in Tokyo 
at the end of June 1987, about 9096 
more than a year earlier. There are 





likely to be 50. such firms in Tokyo by 
year-end, and the numbers employed 


may double by end-1988, executives say. 
Salomon Brothers, for example, says 
it intends to increase its equities staff 
from the present 4) to 100 by that time, 
if, as seems likely, it wins memb 












Scrobbie ' s o regstered d trade mark owned by 
JW Spear and Sons PLC. Enfield, Midaesex. 


Begin with the high scorer "quay". 
Stretching 15 km. it accommodates 67 
berths, and has modern container, bulk, 
general cargo and Ro-Ro terminals with 
sophisticated cargo-handling machinery 
assisting in quick turnarounds. 


Add points for "storage". There's ample 
room here, with 70,000 sq.m. of 
warehousing, 750,000 sq.m. of paved 
open storage, 216 refrigerated container 
plugs and a 42,000 Com. cold store only 
30 m. from the quayside. 


Earn really big scores with our 
"Free Trade Zone". The advantages _. 
include centralised storage 
for redistribution, easier 
inventory, low storage rates 
and duty free re export. 


“Connections” gives a high tally, too. 
We're strategically located on the 
southern coast of the Arabian Gulf 
making us your ideal redistribution point. 
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"SCRABBLE 
AROUND FOR 
WORDS TO DESCRIBE 
THE MOST MODERN 











PORT IN THE MIDDLE EAST. 
JUST LOOK AT THE ADVANTAGES. 





Major shipping lines call regularly, 
superb highways link usto key places in 
the Middle East and our proximity to the 
international airports of Dubai and Abu 
Dhabi means every route is open to you. 


Our "Industrial Zone", with its well 
established infrastructure, where several 
manufacturers and industries have 
already shifted for convenience, is also 
one of the high scorers. 


Add up the points. You'll find 
without wasting words, that 
Jebel Ali Port comes out tops! 
Unquestionably, it's the last word 
(or two) on ports in the Middle East. 


For furher information, contact 
Marketing Dept. No. 07 


PORT AUTHORITY 
OF JEBEL ALI 


P.O. Box 3258, Dubai, United Arab Emirates 
Tel: Jebel Ali 56578, Tix: 46580 TPAJA EM 
Cable: PAJADUB EM 
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1 only the gaijin stock- 


rs which are bidding up wages. 


öcal securities firms and banks have’ | 
iso been expanding to keep pace with |. 


pan's burgeoning capital surpluses 
d the deregulation of the financial 
larkets. The total numbers employed 


surance firms) in Japan fluctuates 

year to year, but in the first half of 1987. i, 
it rose by 45,000 to 1.166,000. Nikko 
Securities (one of the big-four Japanese 
brokers along with Nomura, Daiwa and 


Yamaichi) has increased itsstaff by rough- | 


ly 5096 to 12.000 in the past three years. 
Although Nikko and others deny it, 


some of these extra people must have | 
een poached from rival Japanese com- | 


anies — as well as foreign rivals. On | 
he surface at least, wholesale:changes | 
have not been made in the employment | 
Structures of the big financial concerns, 
but the system of working for the same 
m from university graduation until re- 


ement is becoming more flexible... 


uji Bank concedes that for some |... 
years it has placed less. emphasis in | 


—— ————————— ———————— —— 


appointments on strict seniority - pae | 


nd which has intensified recentl 
November | 1985, ‘Sumitomo Trost 


rat i they regarded as insufficient. num 
s in their lower management. _ 


Yamaichi and Daiwasay they a are not. 


x 


fig their systems. At Nomura, 
i rasawa, an exe ecutive vice 


'üsiness, "was fécently repofted to be im 


avour of ofiering the firm's Japanese 
iff working abroad the choice of re- 
ing lifetime employment or much 
igher salaries on contract terms. Cer- 
yur in New York and London are often 
arning half or less of what American 


ainly, Japanese employees of the big 


d British colleagues are being paid for 


he same job at the same company. 
. A Nomura spokesman says the firm 
already offers foreign employees a two- 


o-three year contract and is not chang- - 


ng its terms of employment in Japan. 


Nikko has been the only one of the big | 


four to react to the changed job-market 
conditions On 1 October it introduced 


he biggest change to its employment | 


System since 1974, by offering its work- 
ers two new categories of employment. 
‘The first category called tanto shoku 
gives women who do not want geogra- 
phical moves the chance to rise to more 
‘senior positions than previously. 

The second, keiyaku shain, offers 


taff one-year contracts and is intended 


o help the company hold on to its 


! apa 


by financial institutions ndun. in- By Elizabeth Cheng and Emily Lau in Hongkong 
SG | 


| surge in Japanese investment in 
PA Hongkong has contributed to a 
steep tise in bilateral trade, and it ap- 
pears Japan may soon replace the US as 
the top investor in the territory. 

Hongkong's first-half domestic. ex- 
ports to Japan were HK$4 billion 
(US$512 milion), an increase of 71% 
from year-earlier levels. Re-exports to 
Japan, primarily of Chinese goocs, in- 
creased by 3995. Volume as well as 
value rose, indicating that Hongkong's 
success was not solely due to a stronger 


yen -— but also to its success at selling to 


the Japanese market. Large domestic- 
port. gains were recorded in estab- 


dishe odora export) unes. — fur and 
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and precious stones, watches, fish and 
parts for office machines. 

Nonetheless, Hongkong still ran a 
HK$25.5 billion trade deficit with Japan 


_ — partly because any increase in Hong- 


kong's exports to Japan means a rise in 


| imports from Japan including many 
= items used bv manufacturers here. 


As o? March, Industry Department 


| figures showec 117 Japanese manufac- 
. turing establishments in Hongkong ‘the 


rightest staff. If another firm tries to | 


ire, say, a top Nikko bond trader for 
double the salary, his existing employ- 


ers can try to better it with a lucrative | 


contract. There is a drawback: once | 
staff have left the cocoon of lifetime em- - 
 ployment to go on contract, they cannot | 


return to their form rst 


trend 


same number asin 1984), half wholly Ja- 
panese-owned and half joint ventures 
with local firms. Many of these busi- 
nesses are involved in industrial sectors 


| where exports to Japan have soared, 
such as watch- and clock- -making and 


textiles and clothing. 


Since 1984, Japanese manufacturers | 


have- been moving their operations 


overseas to cut production costs — a | 
ich accelerated as the yen | 


gthened. One firm which chose 


Hong kong for its offshore base is Mita 


Industrial Co., an Osaka photocopier- 
maker which. moved operations to the 


moves in 


| The high yen draws more manufacturers to Hongkong 


support the local indust 


; Hongkong $ . two 


territory in 1980, A number of its Japan- 
ese suppliers of parts have since decided 
to establish plants in Hongkong or set 
up joint ventures with local companies. 

some believe that Japanese man- 
ufacturing investments in Hongkong 
may change the nature of the sector, 
perhaps drawing in supporting indus- . 
tries: more parts makers may set up 
shop alongside their end-users, as in the 
case of Mita. Others, however, think 
Japan’s influence will mainly be reflected 
in higher standards of management, de- 
sign, production, anc technology. 

Japanese investment has also helped 
'izl-property 
The Japanese presence in 
industrial estates 

-quadrupled - in the six months 
ended September, against the 

same period | last year. Out of the 
nine. companies which signed 
. lease agreements with the Hong- 
.kong Industrial Estates Corp. 

(HKIEC) in those six months, 

five were Japanese — making 

such things as car components, 
. Steel pipes, ferrite products and 
precision piastic parts. 

Japanese firms have over- 
taken US companies as the es- 
tates' biggest foreign presence — 
taking of the land allo- 
cated to foreign investors in 
the industrial estates or 30% of 

.total leased area, according to 
the HKIEC. 

Although the US continues to 
lead in foreign investment in 

Hongkong, it is fast losing its leading 
position to Japan. According to Indus- 
try Department records, which may not 
list every venture here, of the 11 foreign 
manufacturing units set up in Hongkong 
in the first half of 1987, 10 were Japanese. 

Labour costs in Hongkong are about 
40% of those in Japan — yet another 
draw for the Japanese — and local em- 
ployees are quick learners and workers. 
Japanese firms' only real complaint 
about the local labour force is its high 
turnover — a reflection of the labour 
shortage affecting the territory. 

HKIEC manager Francis Leung said 
the Japanese tend to take a longer-term 
view of investments than the Ameri- 
cans. Thus, as long as the yen stays high 
and trade imbalances create political 
tensions, Hongkong is likely to benefit 
from continued apange investment in- 
terenn 


market. 
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Tris IBONI APPEARS A As A MATTER or areas ed 


SEMI-TECH MICROELECTRONICS (FAR EAST) LIMITED 







HAS RAISED 
HK$100,000,000 








BY A NEW ISSUE OF 158,730,000 SHARES TOGETHER 
WITH 79,365,000 NIL PAID WARRANTS, 
EXPIRING 30 SEPTEMBER 1990. 








THIS ISSUE WAS PRIVATELY PLACED AND UNDERWRITTEN BY ASIAN OCEANIC LIMITED 





“FOCUS ON SHENZHEN” “Oct issue" 


The Shenzhen Special Economic Zone, first established in 1979, is 
now China's ‘window’ to the outside world. 

‘Focus on Shenzhen’ provides you with the most comprehensive 
andup-to-date report on China's foremost special economic zone. 


Features include: 


* its business environment, economy, industry, tourism and 
banking; 

* opportunities for buyers, exporters and investors; 

* economic plans. regulations and incentives to investors; 

* operating costs and problems, plus suggestions on business 
strategy; 


"CHINA TRADER' is a bimonthly 


— with regular features on regions, cities & industries in China 
— updating you cn regulation & policy changes 
— alerting you to the potentials and problems of doing business 












ASIAN OCEANIC GROUP 
HONGKONG ISTANBUL NEWYORK SINGAPORE 
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Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 
depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 


full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
dered to be the leading publication on Asian affairs 


with China 


To guarantee your copy of "FOCUS ON SHENZHEN" and a close 
monitor on China trade, subscribe NOW. 
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in the: world and deemed essential reading for 
senior executives in business, banking, govern- 
ment and the professions. 


Over 85% of the Review's circulation is on pre- 









C Yes, Please enter me into one year subscription (6 issues) 
to China Trader by 
O Air (Asia US$ 37.50, other countries US$55) O Surface 

















i d > (US$27.50). 
paid subscription, and a new survey of Review C Please send me a copy of the ‘Focus on Shenzhen” at 
subscribers has just been completed by Interna- US$9 (by surface) 
tional Research Associates (HK) Ltd. Name 
Heview subscribers are primarily top manage- pj ut once Sa OEE SRE ak T 
ment individuals who travel frequently, make key Company 
decisions for their companies and wield enormous Address 
'" purchasing power. 
For a complete copy of the Review Subscriber Country 


Bank draft enclosed. 


Study 1986 please write on your company's 
letterhead to: 


Current subscribers to China Trader magazines 
will receive FREE copies of “Focus on 
Shenzhen" and do not 
have to send in 
subscription forms. 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 


Or any one of our sales offices worldwide. 
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: Preference Shares. 


-= Jardine Matheson. earnings per “shat 'e a 85%: 
— Hongkong Land earnings per share up 18% despite demerger of Dairy Farm and Mardarin Oriental. 
— Dairy Farm profit up 49%. - "E 
— Mandarin Oriental fl floated a in dune and prospectus forecast imoroved. 
= Agreement to acquire mo Bear Stearns. 


Six Months Ended. 
30th June 1987 
HK$ million 


——— ——— QR 


—À 
AE ST 


atreve iiam ————Á———— RE ———— tt lam Ap psn LAM aA ARP RI RAUL EYRE UAR Female BIRNEY TREES hr atri Pd à aa ameti ra vot ana i voy e Per aA S HARDIE Pa ara geom te Petron RN ah oii SIT notati 


(25) 
(46) 


BMC —O—— PEE 


200 


Minority 


m—€——————— E EE 


auenir ime meret rtt n arem panas taaa avanan riein nemana rie eri noni Ve eer v LANE AQ aj m A à a rs e MA RR aU t P nr ania um mre e mirae en m m m ta Hen hr Va ve Pe ANE A M4 STI UY AA A AA I a A a Ta Si E Pra d NR aa a PAM "————— D EE ER a 


— Ordinary shares | 


BPO ERREUR E M TEE DC 


————— — —— RE E 


223 


wy i y 
Mr p nariga Aera Aana SA EAN tih Ne Adi ANAA A ag A tp AT AHSAN AN AAE AEN AA tem n AESA A E S D AAAA AATA AA turpe apum i A aa ma pa kaana nanaig rat anaa aa ngay hant iena vaa A em m tei 


Earnings per ordinary s 
Dividends — Preferred ordinary share 
— Ordinary share — | 


Re 
a 


m 


a 


E 
AUS. 


xvm 


zs 


APA 

ZA 
op 
Qu? 


—————Ó BER PER EE EE EE avruma mennta e NR bea Loisir o nti tn een 


Net asset value per ordinary and 
preferred ordinary share _ 


PEN E DEE ue ee EREE ee a ie occ A seta bbe bale RNC EORR pba gn CSA toa dio plan HIELO Ae te eet c PT Eee cnm TT Nr Ue D RP uM RT 


ss sets sn unkind Aa mieten i A enit jibe e tatnen S va reete riore Pe Pit meon P rum o eitis animes na dran am 













hile oreign investors are pouring 
IW funds into Thailand for large ex- 
pe t-oriented factories, there is also a 
|. surge in overseas support for small- to 
medium-sized rural-based industries. 
.| Japan's Overseas Economic Coopera- 
-|o tion Fund (OECF) and the US Agenc 
for International Development (USAID 
have just increased their. support 
for small private-industry . schemes, 
while Canada plans to have one in place 
in early 1988. 

The schemes, though small in dollar 
terms, are bringing funds to. the-rural 
borrowers shunned. by Thai banks. 
Prodded by the Bank of Thailand (the 

| central bank), commercial banks do lend 
| to small rural borrowers, but usually only 
| for short terms and against collateral 
“| valued at as much as 200-300% of 


F .the loan, instead of based on project. 
| viability. "The banks’ normal customers, " 
| for most part, continually roll over high- Is 


interest overdraft accounts, as long 
term money at fixed rates is scarce. 


s "Through *two- -step" loans and. simi- | 
^| lar loan-guarantee schemes, foreign 
donors have been able to get long-term ` 


funds to small investors via local banks 


 —at the same time giving the banks ex- 
perience in risk-taking based on pro- | 
For. the OECF, the 


ject feasibility. 

| idea makes it possible to get money to 

| private borrowers and obtain a Thai 

.| Government guarantee on the loan, not 

; possible with direct support for the pri- 
vate sector. . 

"Thailand has been pushing for small- 








5 PEN rprise support for some years, but. 


2 only in the past two years has the idea 


- | BANKING 


eed À M € —— A 


11.25% (slightly lower than prime com- - 
mercial rates), with a grace period of | 
one to two years and eight years for re- - 


taken off. The OECF relented to re- 
uests from the Industrial Finance 
orp. of Thailand (IFCT) at the end of 
1984 to set up a two-step loan fund of 
about Baht 1 billion (US$3 38.9 million), 
70% provided in yen by the OECF. 
Under pressure to recycle its trade 
surpluses abroad, Japan, seeing the re- 
sults of the first. programme, has just 
boosted its funding of IFCT loans b 


2596 to ¥5 billion (US$34.8 million) 


Further expansion of the programme, 
or similarly structured. new ones, was 
suggested by Japan officials following 
the announcement on 26 September of 
a US$2 billion aid fund for Asean 
REVIEW, 8 Oct. ). 


f nder the scheme. borrowers get up 
to Baht 20 million at a fixed rate of 


payment. So far, more than 60% of the 
first fund has been approved for bor- 


-rowers in 72 projects, with the average 
: project size of Baht 11.7 million. Most |. 
Of the projects are export-oriented, 
more than half in food-processing and a 
Bumberi in furniture production. . 

' But an overall appraisal of the pro- - 
7 ject, which would be premature now - 


since repayment is just beginning 
for the earliest loans, will have to 
take into consideration a significant ex- 


| change-rate loss due to the strengthen- 
ing of the yen. The OECF's loan tc the 


IFCT, though, is for 25 years with a 


seven-year grace period, and the IFCT 


has an agreement with the Ministry of 


| Dishonourable discharge? 


Manila hardens its position on limiting,debt repayments 


+|- By Jose Galang in Manila 

pes: the recognised need for sub- 
stantial external financing to sustain 
economic growth, at least over the next 
five years, Philippine legislators are 
slowly pushing the government towards 

|, a confrontation with the country's 
foreign creditors. Calls for a repudia- 
| tion, in one form or another, of part of 
| the foreign debt have grown louder in 

the Congress over the past few months. 

. Although the possibility of an im- 

| iate formal act by the assembly ap- 
 pears slim at the moment, serious con- 

_ cern about any such move continues to 

. | bother bankers and businessmen. How- 
| ever, there 








er who believe that : 


the lawmakers will soon realise the pos- 
sible “graver consequences” of the re- 
pudiation. 

The largely emotional debate, which 
has so far been dominated by the propo- 
nents of repudiation, has alreadv re- 
sulted in the dismissal of former finance 
secretary Jaime Ongpin, who lec the 
Manila team in the negotiations with 


foreign creditors that lead to the most 


recent debt- esca dd agreement. 
However, Ongpin's repla 
cente Jayme, a former investment bank- 


er who was public works secretary in the 





Aquino cabinet when tapped for t 
nancep portfolio, does not favour. er 


cement. Vi- 
T. ton. Of th Bank reram in ise - 


nefi- 
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“the newest loan to the IFCT, OECF h 


. would set up both a loan fund n 
| loan-guarantee scheme to support 
| trepreneurs in a certain district in t 
-cording to a Canadian official. . 

make use of a small-industry fina 
administer the fund. The form» 


. fund, a grant, raises questions of di 
line in recovering the loans. Howeve; 


crusade to strengthen the local financial 









IFCT progra 
medium-sized entures, 
have qualified “for commercia 
loans anyway;" notes an observer. 















































earmarked 30% for rural- based. sma 
industry, .not necessarily expor 
oriented. : 
Meanwhile, USAID has just set 
US$8 million loan-guarantee program 
me with the IFCT; to support sma 
loans strictly in rural industry. The ide 
followed the success of a smaller pil 
programme by the US Government 
Bureau for Private Enterprise and th 
private Thai. Danu Bank. That pre 
gramme helped Thai Danu strengthe 
its rural network and fulfil governmer 
requirements for commercial banks 
increase their rural lending. . . 
Canada, too, isnow desi ning a 
gramme funded by a C$37 mi 
(US$28.2 million) Rant mostly to 
port rural small industry. The pl 
which should be ready by early 198 





country, most likely the northeast, a 
The Canadian plan will possib 


window in the Ministry of Industry, 
the commercial banks want a high fe 


Canadian official says that the fund 
be monitored closely. It is their expe 
ence that small borrowers repay. 
less problems “if they know you are 
ous,” | 


ation as a way to ease the burden of th 
country's US$28.6 billion of foreign debt 

There are also calls for the replace- 
ment of Jose Fernandez, governor of 
the Central Bank of the Philippines, 
whose familiarity with the international 
financial system — and international 
bankers personally — apparently has. 
helped in the Philippine debt talks 
Calls for his removal are due more to his. 
















system by weeding out unstable banks, 
which has hurt a few bankers with some 
influence in business and political fields. 
Economic Planning Secretary Solita. 
Monsod, who also heads the policy 
making National Economic and Deve 
lopment Authority, is also seen asaca 
didate for dismissal. 

Jayme, Fernandez and Monsod¢ com 
prised the Philippine team to the recen 

















actively campaigned for support for 
the Philippine debt-restructuring agree- 
ment, which will take effect retroac- 
tively from 1 January 1987 if all bank 
creditors sign the agreement. 

The issue could come to a head by 15 
November, the deadline for the coun- 
try's 483 commercial-bark creditors tc 
sign a rescheduling agreement covering 
US$10.24 billion of debts falling due 
during 1987-92 and US$2.96 billion of 
trade credits. There are still about 36 
banks yet to sign the deal, including 
members of a consortium with a 
US$56.5 million exposure in a Philip- 

ine fertiliser and pesticides distributor. 
lanters Products Inc. . 

A demand by Barclays Bank, lead- 
bank in the Planters consortium, in July 
for Philippine Government action to en- 
sure the fertiliser firm’s ability to service 
its obligations outraged local officials. 
though they felt that they had little 
choice (REVIEW, 13 Aug.). The de- 
mand was made three days before a 
scheduled ceremony in New York 
to mark the conclusion of the debt- 
rescheduling negotiations. Bar- 
clays’ tactics worked and it got the 
guarantee it wanted, but it still has 
to sign the deal. 

President Corazon Aquino 
noted the episode in her state-of- 
the-nation address at the 27 July 
opening of Congress, charging the 
foreign creditors of “taking unfair 
and undue advantage of internal 
difficulties.” Her outburst was in 
sharp contrast to earlier pro- 
nouncements that her government, 
which assumed power in February 
1986 after the ouster of then presi- 
dent Ferdinand Marcos, would 
honour all obligations despite a 
clamour for the repudiation of 
some loans which were suspected to 
have benefited only some mem- 
bers of the Marcos government. 

A hardline approach to the 
country’s foreign-debt policy developed 
in the wake of Aquino's statement, 
which was interpreted by members of 
Congress as a signal for repudiation. 
The Philippines is saddled with a foreign 
debt of US$28.6 billion on which it ex- 
pects to pay this year interest and princi- 
pal of US$2.9 billion, equivalent to 29% 
of projected foreign-exchange earnings 
for the period. 


uring the recession of 1984-85, in- 

terest payments alone ate up nearly 
half of export revenues. To maintain an 
economic-expansion rate of 6.5% yearly 
until 1992, the government anticipates 
running up new debts of US$6 billion 
over the period. Debt service is expect- 


ed to settle at some 25% of total carn- ` 


ings by 1992, 
Several ways of dealing with the 


foreign debt have been recommended 


by the legislators, most of them appa- 
rently aimed primarily at "getting even" 
with the creditors rather than dealing 


100 


with the realities of the international fi- 
nancial system. The most prominent of 
these recommendations include the es- 
tablishment of ceilings on debt service, 
with proposals ranging from 10-15% of 
annual foreign-exchange receipts. A 
law enacted in 1970 pegs debt service in 
a particular year at 20% of the previous 
year’s foreign-exchange inflows, includ- 
ing proceeds from foreign loans. 

A report by the influential senate 
committee which conducted hearings 
on the debt issue in August and Sep- 
tember, came up with a proposal for 
“debt relief premised upon the primary 
need to service [economic] growth.” In- 
stead of fixing specific limits, the com- 
mittee proposed that any reduction in 


foreign-exchange outflows be equiva- 
lent to “amounts required to attain real 
growth.” 

The senate committee report, which 
was the basis of a bill providing for a 





commission to establish the country’s 
debt policy. cited three roots for the cur- 
rent debt problem: “reckless borrowing 
and macroeconomic mismanagement, 
coupled with lack of a proper monitor- 
ing of the loans by the central bank; im- 
prudent lending by the banks and cred- 
itors who often relied on guarantees 
from government rather than the viabil- 
ity of the project where the borrowed 
funds were to be used; and the increase 
in real interest rates.” 

The bill will not be acted on until 
late in the year, or after the deadline for 
the formalisation of the debt-reschedul- 
ing package in mid-November. A stale- 
mate on the debt deal, on which the 
Philippines pins hopes of saving 
US$1.54 billion on repayments over the 


| five-vear period, is bound to prompt 


congressional action on the proposal. 
The more aggressive attitude of Con- 
gress towards the debt issue apparently 


. resulted from feelings that the assembly 


was "left out" of negotiations with 


the creditors. The senate committee 
lamented that the conditions imposed 
by the IMF and :he World Bank on its 
credit accommodations to the country 
"gravely affected the nation." The con- 
ditions preempted policy-making, 
which Congress claims :s its domain. 
The committee referred specifically 
to IMF conditions imposed on the 
Philippines in 1984 which required 
Manila to cut its budget, leading to re- 
duced government social services and at 
the same time resulted in increased 
taxes and power rates. At the time, “no 
revenue or expenditure measure could 
be passed by the parliament then consti- 
ves without prior clearance from the 
E" 


Ace the specific debts that were 
incurred by the previous govern- 
ment which some legislators want re- 
pudiated include those for Planters Pro- 
ducts, for the US$2 billion Bataan 
nuclear-power plant which has been 
mothballed by the Aquino govern- 
ment, some loans incurred for 
sugar mills that resulted in an indus- 
try overcapacity. and those for cer- 
tain energy projects. 

Any debt-service ceiling which 
effectively curtails payments may 
lead those bank creditors who do not 
get paid to declare a default on 
maturing obligations. In this case, 
all the banks are entitled to demand 
immediate repayment under the 
"cross-default" clause that is con- 
tained in the debt contracts with the 
banks. 

Some barkers predict that re- 
udiation will bring back the insta- 
ility that the country saw in late 

1983 when the banks cut off all 
credit lines and suspended trade 
credits because of political uncer- 
tainties then prevailing in Manila. 

According to some bankers, 
debt repudiation will again force 
local industries either to pay cash for 
their imports, with the likely suspension 
of trade credits from the banks, or re- 
sort to barter arrangements with foreign 
contacts — as well as having to deal with 
the seizure of overseas Philippine as- 
sets. There is also a further possibility 
that banks will have to be nationalised if 
the creditors cut off ties with Manila. 

In short, the country would go 
through another economic crisis — 
which the Aquino government needs 
least at the moment as it wrestles with 
serious political and security problems. 

Economist Bernardo Villegas, 
senior vice-president of the think-tank 
Centre for Research and Communica- 
tion (CRC), believes the fired-up emo- 
tions on the debt issue will soon cool. 
Studies by CRC economists show that 
debt repudiation could push inflation to 
22.9% by 1992, compared to about 10% 


|! if the debt commit ments were honoured 


and economic growth of 7% were 
achieved. o 
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It runs like a Swiss airport. 





lravelers who know the Swiss airports in Zurich and Geneva agree that they run as perfectly 
as a Swiss chronometer. In a fine watch, each individual gear meshes accurately with the next 
one. With its fast connections and short transfer times, our timetable gives you the same kind 
of precision - combined with diversified airport shopping opportunities and helpful, courteous 
personnel. No wonder, then, that more and more people traveling to destinations all over the 


world are flying the punctual and dependable route - via Switzerland. swissair 


Make a kong 


The new Minolta EP410Z Copier with "Quadruple 
Zooming Power"; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy prccedures that can sacrifice copy quality. 

Use QZP to enlarge A5-size graohs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phcne lists, schedules, memos. notes and 
other important documents to A6. Either way, you 
benefit from the superior copy qua ity that only 
Minolta single-step zooming can deliver 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copyirg. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sizec originals. And let AMS and APS select 
zoom ratios and paper sizes for you 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure 

Don't let poor quality, 
second-generation 
zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer. 
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QUADRUPLE ZOOMING POWER 


—— EPAIQZ 


MINOLTA CAMERA CO. LTD. Business Equipment Operations 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Csake 541, Jopon 





See Minolto copiers at 





Bonglodesh Brothers international Lid. Nationa! Scouts Bhcban, Innes Circular Road, Xakrail Dhaka Singopore Minolta Singapore (PTE) Lid. 10, Teban Gardens Crescent, Singapore 2260 
G.P.O Box 767 Phone: 400042, 404929 Phone: 553-5533 

Hong Kong Minolta Hong Kong Ltd. Room 208 2/F, Easter Centre 1065 King's Road, Quarry Bay Taiwan Santo Office Machines Corp. 11 Fi. 75, Sec 4, Nanking E Rood, Taipei 
Phone: 5-658181 Phone: 75-500 

indio Methodex Systems Pvt Lid. 607-8 Ma3hdoo! 94 Nehru Place, New Delhi 10019 Thallond Technica: Supply Co, Ltd... 1828-1812 Kasemrat Road, Kiongtoey, Bangkok 10110 
Phone- 6432475, 6432476 Phone: 249-0198, 249-0294, 249-0092, 249-0359, 249-0345 

Malaysia City Marketing Sdn. Bhd. Wisma Castel, No 4, Jalon Kilamg (51/206), 46050 Austrailia Océ-Austolia Lid PO Box 186, 89 Tulip St, Cheltennam, Melb 3192 
Petaling Jaya, Selangor Phone: 03-7921033 (19 lines) Phone: 534-1011 

Pakistan Allied Equipment Ltd. First Floor, Nelson Chombers. |.) Chundrigor Road, 3 P.O. Box 680 New Zeciond Viko Holdings Lid 33 Broodwoay. Newmarket, PO Box 220, Auckland 


Karochi] Phone: 219338, 210146 Phone 595-449 
Philippines — Topros inc We Bida., Bonawe cor Atok Sts. Quezon City, Metro Manila 
Phone: 732-14-21, 71-4H3, 711-415, 71-41-83, 71-41-85. 71) 41-87, 71-41-89 
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pm OSEE) Scil, Nest wad Revised billion | 
For little more than the cost of a single night in a 
Beijing hotel, you can have two books vital to 


anyone doing business with China. 


































The Almanac of China's 
Foreign Economic Relations 
& Trade 1987 


China's trade policies with the rest of 
the world have never offered more 
opportunities than they do today. The 
country represents an unprecedented 
potential - an expanding market 
equivalent to ome quarter of mankind. 
And yet, data on this rapidly growing 
economy has, until recently, been scant 
and unreliable. 

Now, there is one book that 
encapsulates every detail relevant to a 
businessman coaducting dealings with 
China - The Almanac of China's 
Foreign Economic Relations & Trade. 
What is it? 

The Almanac records articles and data 
contributed by leading scholars and 
authoritarians as well as representatives 
from China's Foreign Economic Relations 


The People's Republic of 


China Year-Book 1987 
The People's Republic of China Year- 
Book 1987 is rot only fascinating reading 
for those with social and cultural interests in 
China, but an essential reference for 
people with business dealings in the 
country. 

. What is it? 
This classic volume with over 750 pages 
singularly offers the most complete guide 
to every aspect of life within China 
available today. Its contents range from 
the people and culture to economics, 
finance, trade, politics, education, science 
and technology. Plus countless other 
subjects covered in precise detail. 
It is the culmination of thousands of hours 
in research invested by the New China 
News Ltd., professionals who know the 
country intimately, The result :s a 
cyclopaedia of unparalleled insight and 


NOW THESE TWO CLASSICS 
CAN BE YOURS AT A 


SAVING OF US$34.80 

Buy both of these informative books 
and you can save US$34.80 off their 
original combined price. Which 
means that for less than US$140 
you ll get: 

e Thousands of pages of detailed 
data examining the changing face of 
China. 

e Expositions, speeches and articles 
contributed by authoritarians, 
pertaining to the exciting market 
potential anc business opportunities 
available in China. 

e Hundreds of photographs and 
illustrations of interest. 

e Two systematic and valuable 


Pe ot En rae 






information. references for those with business and Trade Department. Its contents are 
Who needs it? dealings in China. extensive and detailed. systematically 
If you have any interests in China at all laid-out for ease of reference. It includes 
then you'll find the People’s vital information to businessmen, such 
Republic of China Year-Book as trade policies and 


| restrictions, and even 
offers listings of potential 
joint-venture partners. 
Who needs it? 
The Almanac ts absolutely 
vital to anyone thinking of, 
or already involved in, 


1987 to be an essential 
companion, And, because 
it is completely indexed, it 
is a particularly helpful 
reference for students, 
professors and people conducting 
business in or with the country. 
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i business relations with 
3 vus dts ec gente pss Chinz. It is also a fascinating 
AS car-Doo comoined wit record of the changing face of 
5 The Almanac of China’s Foreign China’s trade policies. Not only 
- Economic Relations 1987 bring is it one of the few books that 
Š you all the information about offers an accurate view of China's 
: China you'll ever need. SS 
Ij Order your copies today. economy but it is also the most 
ad up-to-date documentation of this data. 
i: k Publications Division, Far Eastern Economic Review Ltd., GPO Box 160, Hong Kong. F 
$ 
i | A O Please send sais copy(s) of The BO Piease send ... copy(s) of The CO Please send ... copy(s) each of both | 
| iat ap s Republic of China Year- Almanac of China’s Foreign The People’s Republic of China | 
1987 for which I enclose Economic Relations & Trade Year-Book 1987 and The 
E- | US$95/HK$740 per copy. For 1987 for which I enclose Almanac of China's Foreign | 
T. | surface mail delivery add — — US$79/HK$615 per copy. For Economic Relations & Trade 1987 | 
US$6/HK$47, for airmail delivery surface mail delivery add for which I enclose 
| add US$22/HK$170. US$6/HK$47, for airmail US$139.20/HKS1 ,084 per set. | 
: dclivery add US$22/HK$170. For surface mai! delivery add 
(Please print in block letters) US$12/HK$94. for airmail delivery 
| Sendto: Name: ......... —M—— ——PO—Ó— P add US$44/HK$340. | 
| hoo a PRU ER r c —Tr— HP eae This pre-publication | 
| 6934 EE E VENE SESS OTI TOE EE ERE AONO E AN IOIO E AA offer expires | 
| You may forward paymemt in equivalent local currency. November 30 1987. | 
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The Beauty of China Airlines World 


The skill necessary to produce this ivory sculpture of a 
legendary Chinese artist's concept of the harmony of the 
universe, has been handed down through the centuries. 


Treasuring the beauty of things past is an important part 
of China Airlines' heritage. In modern, wide-bodied jets, 
CAL personnel skillfully blend Western efficiency. with 
the best of traditonal Chinese hospitality. 

It’s a beautifully different world to fly 


WE TREASURE EACH ENCOUNTER. 





Q cuina AIRLINES 


Amsterdam * Anchorage -+ Bangkok + Dhahran * Fukuoka * Hong Kong * Honolulu * Jakarta - Kaohsiung * Kuala Lumpur « Los Angeles 
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Manila * New York * Okinawa * San Francisco + Seoul * Singapore + Taipei * Tokyo 
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The Commerzbank report on German business and finance No. 10/87 


Making West Germany's 


stock market more competitive 


West Germany's current 
status as a financial certre is 
largely attributable to its stock 
exchange system, whose 
structure closely reflects the 
federalistic character of the 
country’s overall political and 
economic set-up. Ranking as 
it does in fourth place behind 
New York, Tokyo and Lon- 
don, the German stock mar- 
ket fares well internationally. 
Nonetheless, there are no 
grounds for complacency. 

In view of the efficiency of 
the world's major securities 
markets—with their focus on 
national financial centres—the 
federalistic organisation of 
the German bourses poses a 
problem. What is needed is a 
smoothly-functioning techni- 
cal and organisational inte- 
gration of the various region- 
al exchanges. One crucial 
step has already been taken: 
just over a year ago, the 
country’s eight bourses—in 
Frankfurt, Düsseldorf, Mu- 
nich, Hamburg, Stuttgart, 
West Berlin, Hanover and 
Bremen-joined together to 
form the Federation cf the 
German Stock Exchanges. 
Operating from its Frankfurt 
base, this umbrella organisa- 
tion represents the interests 
of all eight exchanges. It also 
supports and coordinates a 
whole range of activities 
designed to enhance the ef- 
ficiency and competitiveness 
of West Germany as a major 
stock market. 


New second tier 

In May 1987, a new tier of 
trading, the so-called “regu- 
lated market”, was installed 
alongside the existing official 


market. The new bourse seg- 
ment,introduced after similar 
moves had proved successful 
abroad, will help the German 
stock 2xchanges to raise equi- 
ty capital, primerily on behalf 
of smaller companies. The 
less stringent regulations and 
reporting requirements which 


combine the two computer 
centres in Frankfurt and Diis- 
seldorf under a single roof. On 
the other hand, it is important 
to retain the essential features 
of the present German clear- 
ing system which is known 
internationally for its great 
reliability. This is underscor- 


The German stock market in 1987 
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apply in this market segment 
make it easier for enterprises 
to go »ublic. 

At -he same t. me, the regu- 
lated market merits the confi- 
denceof issuers, banks andin- 
vestors alike since it is cov- 
ered »y the German Stock 
Exchange Act. Over the first 
few months of its operation, 
the regulated market has lived 
up to the expectations of its 
prometers. 

West Germeny’s federal- 
istic bourse system as a whole, 
however, would greatly ben- 
efit frcm improved communi- 
cation between the various 
trading centres; moreover, 
efforts must be made to de- 
velop new infcrmation and 
dealing systems. It would be 
only logical, for instance, to 
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ed by the problems which 
beset the London Stock Ex- 
change for a time following 
the Big Bang. 

Despite increased comput- 
erisation, the German ex- 
changes are keen on principle 
to retain the institution of the 
trading floor, which still guar- 
antees the maximum degree 
of market transparency, thus 
ensuring that even when the 
market is under great pres- 
sure investors are offered a 
fair price. Nevertheless, com- 
puter-based trading will con- 





tinue to grow in importance, 


as the example of the options 
and futures exchange shows. 
Today 1.5 million options 
and futures are traded daily 
worldwide, involving econ- 
omically significant move- 
ments of funds. Accordingly, 
West Germany's markets for 
such instruments—which are 
underdeveloped by inter- 
national standards—must be 
expanded. 

For sometime now, a com- 
mission of experts has been 
working on plans for a Ger- 
man options and financial 
futures exchange. First and 
foremost, the legal hurdles 
have to be quickly overcome; 
furthermore, it is crucial that 
steps be taken to abolish the 
stock exchange turnover tax— 
a tax which puts productive 
capital at a disadvantage, acts 
as an obstacle to the mobility 
of funds and undermines the 
international role of West 
Germany’s financial markets. 
As the competition between 
banking centres and stock ex- 
changes intensifies, investors 
are finding it increasingly im- 
portant to compare the trans- 
action costs in the various 
international financial mar- 
kets. Quite justifiably, there- 
fore, the stock exchange turn- 
over tax has been called a 
“surcharge” which, in effect, 
reinforces the position of 
foreign competitors. 

If the necessary fiscal, 
structural and technological 
changes can be implemented 
in West Germany's stock ex- 
change system, the country 
will achieve the same inter- 
national stature as a financial 
centre that it has long pos- 
sessed as an industrial and 
economic force. 
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German knowhow in global finance 
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Strangers in a strange land 


€ JAPAN needs to look again at its in- 
sider-trading laws if only to avoid the 
tortuous logic arising from the Tateho 
affair. The Osaka Securities Exchange 
(OSE), the world's largest bourse after 
New York and Tokyo, has declared that 
it could find no evidence of insider trad- 
ing in the shares of Tateho Chemical im- 
mediately prior to the firm's announce- 
ment on 2 September that it had lost 
*28.6 billion (US$199.3 million) on the 
government bond-futures market. Its 
shares had plummeted the day before. 

"Although [the exchange] has not 
been able to obtain evidence that 
transactions were made using insider in- 
formation, there were some transac- 
tions that could cause misunderstand- 
ing," the OSE said with breathtaking 
understatement. One of these allegedly 
questionable deals involved Hanshin 
Sogo Bank, which sold 337,000 Tateho 
shares on 1 September. The other in- 
volved an unnamed Tateho executive 
who returned the money he had made in 
selling his shares before the crash. It is 
reported that the OSE concluded that 
neither case appeared to involve insider 
trading. If so, why did the man from 
Tateho give back the money? In any 
event, the stock exchange has referred 
the case to the Finance Ministry, which 
will decide what action to take. 

Insider trading in Japan is banned 
under articles 50, 58 and 189 of the 
Securities and Exchange Law, but the 
wording is almost always considered too 
vague to bring a court action and there 
has not been a single prosecution by the 
financial authorities. Five cases have 
gone to court, but the actions were not 
brought by officials. The Finance Minis- 
try has decided to make what has been 
described as a "fundamental review" of 
the rules on insider trading. Cynics may 
be forgiven for thinking that such ac- 
tivities will be just as hard to prosecute 
after the review as before. 

The only reason, perhaps, for 

suggesting otherwise is that the Japan- 
ese stockmarkets will be introducing 
highly geared instruments like: stock- 
index futures and options over the next 
three years or so, thereby increasing ex- 
ponentially the risk of more Tatehos oc- 
curring. 
ə WE should have a clearer picture of 
the extent of corporate losses on zaitech 
operations, particularly in the bond 
market, when the next crop of results 
fall due in mid-November. Suffice it to 
say that every self-respecting Japanese 
company treasurer has been indulging 
in the activity of making a firm’s idle 
balances work harder, because that is 
what they are there for. The difference 
lies between the quick and the dead. 

With the yen and Japanese equities 
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steady for the moment, the government- 
bond market has borne the brunt of the 
anxiety about the possibility of rising in- 
terest rates. On 29-30 September, the 
average yield on the barometric 89th 10- 
ear government bond rose more than 
0.3% to 6.05%, only to pause before 
what many expect to be a renewed up- 
ward surge in yields. The current 
yield already compares dismally with a 
record low of 2.55% in mid-May — just 
before many of the biggest players in the 
bond cash and futures markets took a 
bath. If the yen/dollar rate does remain 
more or less stable, interest rates in 
Japan as well as the US may become 
jumpier. The era of falling interest rates 
and disinflation seems to be over, so the 
bond markets in Tokyo and the rest of 
the world are in for interesting times. 
€ EVEN if Nomura Securities' profits 
are dented by little local difficulties in 
bonds, the Finance Ministry still seems 
to regard those returns as indecently 
large and is trying to trim them in two 


ways. The first is to propose that Nom- 
ura and its co-underwriters receive a 2% 
fee for handling the Japanese Govern- 
ment's second sale of shares in Nippon 
Telegraph and Telephone (NTT) in 
November, which at current prices is 
likely to rake in about ¥5.6 trillion for 
the government and * 115 billion for the 
underwriters. 

Not enough, says Nomura, which 
wants the government to pay 3.5%, the 
normal commission in Tokyo on stock 
offerings by private companies. “If the 
price of shares falls more than 
3.5% then we face a big loss,” Nomura 
is quoted as saying. This is not strictly 
correct, because the shares will be sold 
between 10 and 12 November at a 3.5% 
discount to the price at the close of trad- 
ing on 9 November. NTT shares would 
therefore have to drop by more than 
5.5% (the discount plus the underwrit- 
ing fee) to make the prophecy correct. 
Possible even in Japan, but unlikely. 
€ THE second method of cutting Nom- 
ura and colleagues down to size was the 
decision to reduce brokerage commis- 


sions by about 1095 on average from 5 
October, only 10 months since the last 
decline. But, according to Japan Finan- 
cial Report, the big four securities firms 
will, on Finance Ministry calculations, 
only see a 10.5% drop in current profits 
in a full-year as a result. The 21 general- 


service brokers' profits on this forecast 
will fall by 12.496 and profits of the six 
foreign members of the TSE are expect- 
ed to decline by 4995. 

The reason for the disparity is, first, 
that the commission cuts are deeper on 
large-lot equity trades, which are the 
bread and butter of the foreign brokers 
and, second, that the von the profits 
in the first place, the smaller the propor- 
tional effect on those profits of a given 
fall in commission revenue. 

Another reason for cutting broker- 
age commissions is to ensure that securi- 
ties trading in Tokyo is competitive with 
London and Wall Street. Direct com- 
parisons are extremely difficult, be- 
cause all trades are matched in Tokyo 





whereas New York and London give a 
“turn” for jobbers (the difference be- 
tween the bid and offered price). In any 
case, the actual commission rates in 
Japan are small in comparison with the 
transaction tax of 0.5% paid by clients 
on share deals. 

There is also an implicit charge in the 
form ofa rebate on the commission of 
20% paid back by the broker to “au- 
thorised financial intermediaries." In 
theory, only trust banks are meant to re- 
ceive the rebate, but in practice all in- 
stitutional business is done at 8095 of 
the published commission rates, brok- 
ers say. How the TSE calculated the 
new rates is a mystery revealed only to 
those within its inner sanctum — off- 
limits to the foreign securities firms. 

The short answer is that these sort of 
comparisons would not be necessary if 
Tokyo introduced negotiable commis- 
sions. The authorities are loath to do so 
because the big four would then drive 
out the small Japanese brokers, making 
the profits of Nomura et al even more 
embarrassing than they are already. 
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By Colin James i in Wellington | 


“Phe New Zealand Government is 
|. & moving towards selling off consider- 
able chunks of itself — and forcigners 
-maybe able to join in the sale. Having 
 "eorporatised" substantial areas of 
.Sstate-trading activity earlier this vear tc 
make them more commercially efficient 
- and eliminate state-funded losses, it is 
now proposing to take the next step tc 
_ "privatisation." The decision on 22 Sep- 
tember to sell off the remaining 70% of 
oil group Petrocorp heralds potentially 
the biggest privatisation programme. 















“world. 












sidered unexceptional. 














v ( Zealand likely to sell more state assets . 


relative to size, yet attempted in the 
cor 
>o. The reason is budgetary. By aseries | 
of accounting devices and by slashing 
. subsidies to industry and farming almost | 
© nil, Finance Minister Roger Douglas | 
-has reduced the planned budget deficit. 
to about 2% of GDP this year — a levet 
hich in. most circumstances would be | 


But even at that level, it is putting. 
pressure on an already tight money mar- 
ielpingto holdinterestratesfarabove- 
orld levels and to strengthen the New | 
| land dollar. It has Me E about 












year, putting severe pressure on exports. 
The other budgetary pressure is 
debt. Servicing official debt now takes a 
quarter of government expenciture, 
seriously cramping fiscal policy options. 
To ease this pressure, Douglas pro- 
posed in his June budget to raise about 
NZ$1.60 billion (US$1 .03 billion) by 
selling minority holdings in the then 
wholly owned Petrocorp, the still 
wholly owned Air New Zealanc, and 
the Development Finance Corp., a mer- 
chant and investment bank, by selling of 
non-voting "equity bonds" in the new 
rations. 
uch sell-offs have been ideological 
anathema- to the ruling Labour party. 
Although cails for nationalisation have 
faded over the past decade, there has 
-been strong resistance to denatiornalisa- 


| tions Douglas challenged that in Feb- 
ruary dy. raising new. capital needed by 


the Bank of New Zealand through a 
public share issue equal to 30% of the 
new total: he carried the party grudg- 
ingly with him by arguing that it was bet- 
ter to spend : scarce resources on health 
and otjer services. 


| This emboldened Douglas t to extend l 


SEM Apr 

 namedi in the budget A | 

-:| factors has since pushed i it further. First, 
the public float of 15% 









(15% had earlier been sold to Brierley 
Investments) was heavily oversub- 


scribed in a bull sharemarket and the 


shares have sold at a premium of up to 


65 NZ cents over the issue price of 


NZS$1.25 (par value NZ$1). encourag- 
ing a belief that there would be enough 
demand to sell off successfully the re- 
maining 70%, part privately (Brierley 
wants more) and part publicly. 

Second, doubts began to emerge that 
the government's revenue projections 
for the fiscal year to March 1988 would 
be met, leaving possibly a bigger 
shortfall to finance. Further, objections 
by chairmen of the new state corpora- 
tions to the “equity-bonds” proposal li- 
mited the viabilitv of that option, forc- 
ing consideration of the sale of shares 
instead. 

In an interview on 18 September 
with the National Business Review, 
Douglas spelled cut his intention to go 
further than previously proposed, speci- 


ling off altogether Air New Zealand, 


of Petrocorp 






 fically opening up the possibility of sel- | 


the Development Finance Corp. and, . 


perhaps, the Bank of New Zealand | | 
(though, as the biggest bank, he said. | 


there may be reasons for a continuing | 


the new ‘corporations. Foreign 


| starcholdies had not been ruled out, 





said POugias, | 


























Foreign firms face a multitude afprdblemis 


| By Charles Smith in Tokyo. 


Fm direct investment in Japan has averaged US$739 
| 3 million a year since 1980 against US$269 million in the 
. date 1970s, reflecting the growing recogrition that a Japanese 
; presence is a must for a company that aims to be globally 
competitive. But its value is still only about one-sixth of that 
. of Japanese investment in the outside world, according to a 

survey (Direct Foreign Investment in Japan — The Chal- 
| denge for Foreign Firms) sponsored by the American 
Chamber of Commerce in Japan (ACC3) and the European 
Business Council. 

: The reason for the disparity is no loager the existence of 
: deliberately erected government barriers — something that 
| held up incoming foreign investment until the mid-1970s. In- 
stead, the survey rather depressingly suggests, the sheer diffi- 
. eulty of doing business in the Japanese environment seems to 
be the problem. Respondents to a questionnaire sent by the 
.survey's organisers listed problems of hiring workers, lan- 
guage and “cultural factors” as major headaches. 

. Inaddition to these, and perhaps evea more ofan obstruc- 
ion, according to Joseph Grimes the; president ofthe Ameri- 
can chamber, is the fact that acquisi itions of Japanese com- 
panies by foreigners remain “virtually mpossible." Grimes 
sees no prospect of Japan adopti ngs Western attitude to cor- 
-porate acquisitions in the foreseeable fucure, but suggests the | 
‘subject is not quite as taboo as was once the case. Japaner 
















| 
| 


ally suggest takeovers as a method of moving into a new busi- 
ness sector, Grimes says. A few years ago, the same employ- 
ees would probably have flatly ruled out such a possibility. 


Apart | from the sheer increase in the volume of incoming 
foreign investment, the survey notes seme important — 
changes of motivation. Profit is no longer necessarily a main. 
reason for a decision by a European or US company to start . 
manufacturing in Japan (though Japan is not as unprofita- 


ble a place to do business as many people seem to think"). 


Newer and more compelling reasons for being in Japan in-. 


clude getting access to Japanese technology and tackling the 
Japanese or their own ground. 

A negative factor which may have boosted investment is 
that foreigners have finally realised that wholly ewned ven- 
tures are a viable, and usually preferable, alternative to joint 
ventures in the Japanese market. Owning your own business 
is normally cheaper than running a joint venture and avoids 
the risk that your technology will tura up in products mar- 
keted by yoar J apanese joint-venture partner in competition 


with those of the joint venture. Foreign companies have now: 


realised this and an increasing number of long-established 


Be companies in Japan are using wholly owned ventures 


to launch new products, Grimes believes. | 

An irony about the mismatch between the foreign-invest- 
ment presence in Japan and Japan’s ia the outside world is 
that Americans are still well ahead if comparisons are con- 
fined to manufacturing. After deducting the 62% of Japan- 
ese investment in the US which is ir 
tors such as banking and commer 


vestment in Japan which is outside the manufacturing sector, 








US investment in Japan turns out to be worth some US$4.6- T : 
billion as compared with the US$2.6 billion peer tag put a ; 


Japanese RISnIACHUHAES in the US. 








staff working: for foreign sapien? in J apan now occasion- 


ae interest) and selling voting shares. — 







non-manufacturing secs | 
and the 49% of US ine; 













By piani in Hongkong 
e Jardine Matheson group, in a 


“nancial services, has bought 20% of 
New York investment house Bear 
| Stearns. The HK$3 billion (US$384.6 
| million) Bear Stearns investment, by 
Jardine Strategic Holdings (JSH), fol- 
lows a series of asset sales by the group's 
property associate, Hongkong Land, 
: | -and conforms to an established pattern 

in recent years of building up areas such 

as insurance broking and merchant 
<4 banking at the expense of shipping and 
| property. 


Ít is the first major acquisition since | 


.] the accession to “shadow taipan” of 
^| Brian Powers, an American corporate- 
<f finance expert who master-minded the 
|} reorganisation of the Jardine group 
through a succession of manoeuvres, 
om the de-merger of Dairy Farm and 
Mandarin Oriental to the establishment 
of JSH, the 45%-held associate of Jar- 
dine Matheson Holdings which also 
. owns 26% of the top company. | 





























(JF). though the merchant bank's man- 
 agement will be left to determine its 


. York firm. JF has a 20% interest in a 
small US investment house, Eberstadt 
ming, which has worked successfully 
group's convertible preference- 
share issues. 


- don merchant bank Robert Fleming and 


. Y30June $$23.3m 












(US$11.7m) 


inchoape H30June $8$19.7m 
| (US$9.4m) 


Y30June NZ$603.9m 
(US$389. 6m) 






A$58.2m 


Y 30June 
uu.  (US$42.2m) 


move which reinforces its shift to fi- | with Bear Stearns could imply similar | 


poe 29-member board, not enough 


rangement. Jardines and Bear Stearns 
“could not have more different manage- 
ment styles, the former having a reputa- 


1. boys, while the latter is run as a street- 


i pere that the US purchase repre- | 
Powers sees the Bear Stearns invest- - 
ent as a benefit to Jardine Fleming 


was necessary because of a lack of o 
portunities in Hongkong. Nobody in 


|. own working relationshi ip with the New |. 
/o Hongkong is selling operating business- 


Because of the association with Lon- 





| Son, JF's ambitions in Europe are se- 










$$138.5m ~ 10 6.25 Se 
(US$66.3m) (same) 


ees 
(US$4.6b 
H30June S$11.3m 420 . ELT E 
| (US$5.4m) U 













verely constrained, and the JSH link | 






difficulties in the US. Powers says, 
though, that the link with Robert Flem- 
ing has been the critical ingredient in 
JF's success, and it is sensible that the 
Hongkong joint-venture bank concen- 
trate on Asia, with Fleming providing 
the London connection and Bear 
Stearns the New York link for the 
group. 

The minority holding in Bear Stearns © 
will give JSH three seats on an ex- 






or any substantive influence, but the 
group appears satisfied with this ar- 








tion, not always justified, as a safe 
haven for British public-school old 





wise New York dictatorship. 


sents another stage in Jardines' 
strategic withdrawal from H 
Powers says the overseas acquisition 





es of substance, he says, though he 


draws a distinction between trading ac- | 
tivities and Hongkong Land, which has | 
in. recent weeks agreed to sell almost 
HK$2.4 billion in assets and is tipped to 


be considering further sales. 
Another unresolved aspect of the 


| which Powers says will initially be in the 


"such. This would take JSH's. debt to 


"kong's last boom and bust will ha 


common stock against the mark 
| been riskier to go straight into the m: 
| ited float would have forced the price 
Bear Stearns, along with other inves 
gkong, | f 
long-established firm is as well-eq 
 pedasanyto ride the cycle. 


to Jardines, not only because of the 
“price paid, but because it is the first tim 


| group survives the next setback in t 
cycle, having very nearly succumbed tà 





form of bank lines, and could remain 






HK$4 billion, modest in relation to its 
HK$17 billion in assets. Powers Says 
several refinancing options are av 
able and these will be considered in due 
course, but at current prices, JSH seems 
unlikely to issue new equity. "We're not 
too anxious to sell equity in JSH right 
now —- it’s selling at an inappropria 
discount to net asset value," he said. ^ 
Fund-raising mechanisms currently - 
in vogue in Hongkong all involve some 
form of equity issue, as the market's ad. 
vance has taken the value of paper: 
the point where capital is cheaper th: 
debt. Jardines does not have an obvious _ 
aversion to debt, though the nea 
calamitous experience during Hon 




































been an object lesson in the dangers « 
debt financing for purchases made at an 
expensive stage of the cycle. 

Defending the premium paid for the 
Bear Stearns stake — US$23 a share for 












US$19.75.— Powers says it would ha! 






ket, because heavy buying into the | 






up. Jardines has also recognised tha 




















ment houses, is a hostage to market pe 
ormance, though Powers feels 


The Bear Stearns deal is impo rta 


for several years that the group has goi 
out on a limb. It is the first stage of th 
strategy that will determine how: 


the last. 
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.(US$11.1m) | 
M$4.5m | M$307.3m 
| profit | (US$121.8m) (10Mg) 
H30June P241.1m +17 


wm 
(US$20.9m) (n. a. ) 
S$183.2m 7.5 Se 
Um | ^ | Gb. 
| US ene 
250 T. 
(same) 
*5 | 5A¢ 





First sales decline in tobacco products since 1962, due to 
anti-smoking campaign. | 


2.5Me Trading vision hurt by clasur of ratai oues andresng 


Real estate accounted for 51% of gross revenues: headed 
forfurther growth, |— — 
Profits rose due to e due to continued recovery of motor companies 
and strong timber prices. 
Compary announced one-for-10 rights issue andc one- 
four bonus issue. 


| Higher profits due to improved tin-smelting operations and 
associated companies' performance. 


| Figures adjusted for cash, bonus issues. Food operations 
| maincontributor to profit gain. 
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| Taipei rides a roller coaster 


. TAIPEI suffered a sharp reverse after scaring to a new high in the period to 5 Oct. Manila also suffered 
. heavy losses as political tension continued to mount. But Seoul, Bangkok and Bombay made gains. 


TAIPEI: Prices see-sawed in heavy 

— trading, pushing the weighted index to 

— à high of 4,574.14 on 1 . on record 
.| turnover of NT$34.59b (US$22.3b) be- 
| fore plunging it 450 points in three days 
| on rumours about President Chiang 
| Ching-kuo's health. Prices posted a re- 

. cord one-day fall on 5 Oct. , with banks 
— the main losers. Daily turnover aver- 
| aged NT$25.44b. 


| HONGKONG: The market eased after 


| pu on 30 Sept. as trade turned |” 
| featureless and nervous. But turnover |: 


| remained heavy, soaring to a record 
| HKS$S.41b (US$693.6m) on 2 Oct. 
.| Properties gained strongly Among the 
most actively traded stocks were 
| Evergo and Hongkong Land. Total 
. volume for the period was 5.51b shares 

. worth HK$19.5b. 


. TOKYO: Shares moved im a narrow 


to *780 and Ajinomoto rose ¥30 to 

.— *3,410. Daily volume averaged 1 02b 
shares, worth * 1.11t. 

| AUSTRALIA: The sliding market was 

| rocked by news that the National Com- 


« Veer 


_ threatened to lift the dealing licences of 
. six brokers. Amalgamated Wireless 
— (Australasia) also stunned investors by 

announcing an A$50m (US$36.2m 


hace LL IL ol 


Shares were traded in the period, worth 
A$1.46b. 


| NEW ZEALAND: Prices recovered in 
| lighttrade, but eased when the govern- 
ment said it would sel! the rest of its 
stake in Petrocorp. Brierley rose 18 NZ 
cents (12 US cents) to NZ$5.06 after 
reporting strong profit results, while 
Fletcher Challenge slipped 1 NZ 
cent to NZ$7.02. Volume for the 
riod was 80.35m shares, worth 


| NZ$149.92m. 
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MANILA: Prices fell sharply in slow 
| trading as political tensions continued 


panies and Securities Commission had | 


_ foreign-exchange loss. A total of 703m 3 
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to increase. PLDT lost 23% to P173 | M 


treated 16% to P0.42. Daily volume 
averaged 657.7m shares, down 52.6% 
on the previous period. Turnover was 

- P72.17m a day, down 35% on the pre- 
vious period. 


US$8.40) and San Miguel A fell 8% to | 4 
. P96. Among mines, Philex A re- | 








SINGAPORE: Profit-taking set inearly 
but the market rebounded on renewed 
interest in lewer-priced stocks. Hotels 
also strengthened, on news of highs 
tourist arrivals. Shangri-La rose 40 S 
cents (19 US cents) to $$6.70 while vol- 
ume leader City Development War- . 
rants rose 7 S cents to 54 S cents. Dail 
volume averaged 18.5m shares, wort 
S$57.8m. 


KUALA LUMPUR: Interest in plant- 


ations ebbed, and prices fell back as |` 


volume slumped. But the market re- 
bounded, despite news that the north- 
south F^ icd project would be 
further delayed. Kuala Sidim lost 24 M 
cents (9 US cents) to M$2.62 while 
Federal Flour rose 15 M cents to 
M$6.70. Da:ly volume averaged 11m 
shares worth $$57.8m. 


BANGKOK: Shares 


stronger note as an increasing number | 
of investors were lured into the mar- | 
ket. The biggest gainer was Bangkok | 
Investment, up Baht 270 (US$10.50) to | 
Baht 807, followed by Thai Toray Tex- 
tile Mill and Sermsuk. Big losers were | 
OCC and Union Pioneer. Volume for 
the period totalled 34.76m shares, 
worth Baht 4.35b. 


SEOUL: Despite predictions of a slow- 
down ahead of the annual Thanksgiv- 
ing holiday, stocks rose rapidly with 
the index finishing at 497.53, up 14.22 | 
points. Daily volume rose 300,000 to 
4.8m shares, worth Won 67.8b 
(US$84.2m) Insurance and chemicals 
gained, with Pan Korea Insurance ris- | 
ing 17.6% and Daewoo Securities up 
8.6%. 


BOMBAY: Stock prices picked up on 
widespread »uying by institutional in- 
vestors. Average daily volume was 
higher, and the tone of the market by 
the end of the prog was buoyant. 
Bajaj Auto made the biggest gains, 
rising Rs 200 (US$15.40) to Rs 
5,600. Telco gained Rs 10 to Rs 380 
oa Century Enka rose Rs 15 to Rs 
930. 


NEW YORK: Share prices, depressed 
by a weak bond market, eased after ral- 
lying earlier in the period. Inflation 


fears were underlined on 4 Oct. by Fed as 
chairman Alan Greenspan's comment | 239 


that a new discount-rate increase might 


be needed. Volume totalled 898.5m 2 " 


shares. The Morgan Stanley Capital 
Internationa’ Index closed at 487.7 on 
2 Oct., up 6.2. 


closed on al 
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10,000 sq. it, on 2 drive in floors." 


Drive in elevator. No columns. M1-1 
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ment. $850,000. Tel: (718)855-4232. 
Teleg./Mail ‘Box 1166, Madison Sq. 
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Weare management consultants with more than 500 

engineeringand architectural client firms in the United 
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firm’s continued growth. All of these firms are profitable, 

some are very profitable and they range in size from 25t to 
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* The Far Eastern Economi Review is now publishing à quarterly index which 
details by country and date everything that has appeared in the Review. The 
index is available on a quarterly basis. Subscribe now and. each quarterly 

cci: index will be sent to you automatically as.soori as it becomes available. A vital 

co]. research tool, the Review index will save hours of needless searching for in- 
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wore issues. s. Just didis the coupon below and send nik your pegrient. 
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aengnyong-do is a speck of South 

‘Korean rock and beach that 
scratches at the North Korean coas:, 
closer to Pyongyang than Seoul. A- 
moup it was bypassed by even the Ke- 
rean Wars, this rugged, windswept island 
today remains a hostage to the stand-o f 
between the brother-enemy Koreans, 
an island that South Korea cannot a- 
= to give up and the North dares not 
take. 

The Black Dragon marine brigade 
guards Paengnyong-do, and five smaller 
nearby islands, peering across the 8-km 
wide strait that separates the ROK (Re- 
eap of Korea) forces from their bre:- 

ren to the north. The Black Dragors 
gaze at the smoke-blue mountains cf 
North Korea, where not even a curlicue 
of smoke hints at human habitatior, 
past a treacherous waterway where cur- 
rents rotate in the shape of a figure- 
eight. 

The marines like to tell the few visi 
ors who brave the eight-hour crossing 
from the South Korean mainland thet 
they are on the cutting edge of the 
frontlines. "This is a very dangerous 
time," says the 50-year-old general cf 
the brigade — whose name the Souta 
Korean Government insists must rc- 
main secret for security reasons — as he 
ds with his ever-present riding crop. 
"We must be vigilant. This is a danger- 
ous time, because of the [upcoming] 
presidential election and the Olym- 
pics." 

A lieutenant-colonel says he thinks 
the island would be the site of an initial 
North Korean attack, to test the Souta 
Korean response. And the South Kc- 
rean Government said that "the island 
would most likely be the first target of 
any North Korean invasion." 

But a few beers washes away the 
bluster and the marines concede that if 
North Korea really were to attempt an 
attack, the only way would be to go 
straight across the demilitarised zone- 
The North ignored the island during the 
Korean War, say the marines. Why 
would they probe at it now, when they 
know the South Korean response would 
be massive retaliation? 

So the marines are left guarding an 
island the North Koreans cannot take, 
but the South Koreans cannot leave, an 
island 173 km from the South Korean 

rt of Inchon and 143 km from the 

orth Korean capital of Pyongyang. E 
takes 11 hours to reach it by the twice- 
weekly ferryboat that plies its way to In- 
chon. Our group, apparently the firs: 
Western journalists to visit since the end 
of the Korean War, made it in eigh: 
hours only with the help of four navr 
boats, which cruised at speeds ap- 
proaching 40 knots. 

The real purpose of the island is 
presumably as a listening post. The site 
perches on a hill overlooking not North 


114 


Korea, but west towards the Yellow Sea 
and China. There seems to be an early 
warning racar system and a facility for 
picking up field transmissions. Until 
three or four years ago, according to the 
marines here, American military per- 
sonnel worked on the island, presuma- 
bly to help with intelligence monitoring. 

There are ample reminders that 
Paengnyong-do is not a civilian island. 
Beaches are ringed with barbed wire 
and most coastal areas are off-limits, 
day or night. There is a curfew from 
midnight to 4 a.m. Almost all of the few 
vehicles or the island are military. 
(There are six taxis but no private cars.) 
And visitors from the mainland are wel- 
come only if they have received special 
permission — usually granted to rela- 
tives and close friends of islanders. 

The Buddhist temple across from the 
main marine compound is apoY named 
the Black Dragon temple. Our marine 


guide left his pistol at the door and 





ushered us into an unusual place, filled 
with rows on rows of Christian-style 
pews and ministered by a marine 
ieutenant who wears his uniform under 
his priest's robes. 


he marimes and sailors are uncom- 

fortable talking politics with jour- 
nalists. “Our commander told us we are 
military men, not politicians, and we 
shouldn't talk about politics [with 
you]." said one. Press the navy and 
marine officers and it is not hard to find 
they are suspicious, at the least, of Kim 
Dae Jung, just as many non-military 
people are. But this is no monolithic 
military. In a relaxed moment, some 
younger officers will worry out loud 
about the legitimacy of the government 
of President Chun Doo Hwan aad the 
difficulty of erasing the legacy of 
Kwangju and complain about the mili- 
tary's — the army's — penchant for po- 
litical intervention. 





Ironically, Paengnyong-do has one 
of the most spectacular beaches in the 
world, 6 km of flat white sand that 
curves along a cove on the island's 
southwestern side. This, of course, is 
not a beach resort, but one of the only 
beaches in the world that is a natural 
airstrip. Huge C-130 cargo planes land 
on the beach with supphes. It is pro- 
tected with 90 mm guns housed in the 
bunker that stretches most of the length 
of the beach. South Korea reportedly 
wanted to build a regular airstrip, but 
the US dissuaded it from what North Ko- 
rea would have seen as a provacative act. 

Between Inchon and Paengnyong-do, 
the South Korean navy keeps North Ko- 
rean ships on the southern coast bottled 
up. The navy splits its patrols into three 
roughly equal rectangles between Inchon 
and Paengnyong-do, each area about 40 
miles off the coast. North Korean ships 
which want to go into international wat- 
ers have to either risk slipping past the 
South Korean patrols or going through 
the narrow  Indangsu Straits off 
Paengnyong-do. 

Marine guards who watch the straits 
say that they only see two or three ships 
a month pass through the waterway, 
though there are port cities along the 
coast. It is likely that what little sea 
trade North Korea has goes through 
ports nearer Pyongyang. 

Most houses on the island are roofed 
with corrugated metal, not the more 
expensive tile rcofs that dominate the 
landscape throughout most rural areas 
in the mainland. Although this looks 
like an island that time has left behind, 
fear of crime is not absent, as evident by 
the shards of brcken glass set into con- 
crete on walls surrounding many of the 
houses. 

While on the mainland the land is in- 
tensely cultivated, with rice paddies fill- 
ing the valleys and creeping up the hill- 
sides, Paengnyong-do is mostly scrubby 
brush and trees, with only a few low- 
lying areas cultivated. Still, half of the 
islanders manage to eke out a living as 
farmers. 

Less than 20% of the islanders still 
make a living by fishing. Periodic kid- 
nappings of fishermen by North Ko- 
reans have dissuaded many of the 
fishermen. “North Korea says peace to 
the outside world," says the marine gen- 
eral, “but here they make much trouble. 
The citizens havc living under the 
heavy tension of the North Korean life- 
style." It is a heavy tension indeed for 
these islanders, people who would have 
remained unknown on à forgotten is- 
land but for an accident of history. 

— Mark Clifford 
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Offering you a punctual service is 
just one of the ways in which Royal Jordanian 
makes sure its standards are as high as 
possible. 

Whether you're flying to and from 
the Middle East, Far East, Europe or the USA 
we can give you the convenient connection 
times you need plus service and efficiency that 
are hard to beat. 

So relax in our new reclining sleep- 
erettes, and enjoy our superb cuisine and tra- 
ditional hospitality aboard our 747s, TriStars 
or new Airbus A310-300s. 

Fly Royal Jordanian worldwide. You'll 
be sure of a warm welcome. Every time, on time. 
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. Well-traded. Over 100 years of smooth sailing. 





While the clipper ships were establishing 
speed records for bringing tea from the 
East to the West, the Hongkong and 
Shanghai Bank was establishing a unique 
reputation in trade finance. 

Formed over a century ago, we were one 
of the first banks to set up branches not 
only in Asia, but also throughout the 
world. Today we are one of the world's 
major financial institutions, with over 
1,300 offices in 55 countries. 

We offer a wide range of trade services 
and FOREX-related services: docu- 
mentary credit facilities, collections and 
remittances, performance and bid 


guarantees, letters of introduction, and 
government export credit and insurance 
services. 


We also offer Hexagon, the group's state- 
of-the-art electronic banking system, 
which lets you control all your domestic 
and international financial affairs — 
including Import/ Export — right from 
your office. 

For further information on our range 

of services and facilities, contact the 
Imports/Exports Department at your 
nearest branch of the HongkongBank 
group. We'll put your trade on a steady 
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Karens look to democracy 


On behalf of the Karen National Union 
(KNU), I would like to present our 
point of view on your article Riots over 
kyats [REVIEW, 17 Sept.]. 

When the Burmese Government 
demonetised the Kyats 50 and 100 notes 
in 1964 and the Kyats 20, 50 and 100 
notes in 1985, the people were permit- 
ted, within a limited time, to exchange 
their worthless notes for the new legal 
tender. However, due to the time limit 
and the varicus rules and conditions im- 
posed, the people lost billions of kyats 
of their hard-earned money on these oc- 
casions. This time, the people were de- 
nied the chaace of getting back any of 
their money. It is variouslv estimated 
that the people lost US$800 million to 
US$1.5 billicn as a result. 

On the evening of the cay the prom- 
ulgation was made, anti-government 
demonstrations and riots dy thousands 
of people led by university students and 
monks in Rangoon, Mandalay, Moul- 
mein and Bzssein broke out. The next 
day, all the schools, colleges, univer- 
sities and other institutes of learning 
were closed and students from the pro- 
vinces were immediately sent home. It 











would ^ot take an expert to predict that 
these are precursors of more turbulent 
times. 

At the time of seizing of power in 
1962, the current regime declared to the 
world that it was going to build a 
socialist society free from proverty and 
want, the Burmese way. Since then it 
has followed the counter-productive po- 
licy of state monopoly over all economic 
activities in the country. The results of 
this are a nose-dive in the product. on of 
all kinds of goods and commodities, the 














burgeoning of black-market trade, a 
chrenic deficit in the balance of pay- 
ments in foreign trade, a growing debt- 
service ratio that has reached 80% or 
90% on a debt of US$3 billion and rag- 
ing inflation. All these factors combined 
plunged Burma into a deep economic 
crisis and forced the government to 
apply for the least-developed country 
status at the UN. In the political field, 
its monopoly on power has shattered 
national unity and plunged the country 
into the ever-grcater violence of the 
civil war. 

To cover up its blunders, the govern- 
ment resorts as it did before, to cunning 
by spreading rumours that it had to 
demonetise the larger currency notes in 
order to deprive the black marketeers of 
their black money and deflect the 
danger from the people caused by coun- 
terfeit notes printed by the insurgents. 

The only course for escaping from 
this disastrous situation is to stop the 


- civil war, return the democratic rights to 


the people and secure peace by estab- 
lishing a genuine federa! union based on 
equality, democracy and social pro- 
gress. As the KNU and the National 
Democratic Front have stated in 
their policy declarations, immediate 
peace can be realised only if the prob- 
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Until just recently, SAS was the only airline that 
offered you a clever way to travel to Europe. First a 
short flight to Bangkok and then a nonstop flight 
to Europe with an undisturbed night's sleep along 
the way. 

Now we're leading the way again. SAS is the first 
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So now we're the only one to offer you a choice. 
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in the morning. 

Or you can leave Bangkok on Sunday morning 
(from Oct. 4) and arrive in Copenhagen at 17:15 the 





Now, SAS introduces the first Daylight Express. 


same day. In this way, you can make perfect connec- 
tions to major cities in Europe. You'll travel comfort- 
ably in our First Business Class and start the business 
week in good shape after a refreshing night's sleep 
in your hotel. 

Night and day, the principle beFind SAS is the 
same. We're making it easier for p2ople who travel 
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peace can ali the Sar S problems be 
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! Subversive theatre 


^|" In: Art meets. politics in Singapore's 
< |. Third Stage [24 Sept.], Stephen Teo 
"T described Ch'ng Suan Tze as a socially 
^| conscientious activist, and the Third 
Stage as an innocuous drama group 
formed by a group of graduates with “a 
mutual interest in drama." 

In fact, the: Marxist group formed 

Third Stage as an instrument for build- 
^]. ing up a pressure Ep ang advancing 
their subversive cause. The idea of using 
drama originated from Tan Wah Piow 
and Vincent Cheng, two key figures in 
“the conspiracy. Ch’ng said in a televi- 













sion interview that “it was actually in 


«>| Wah Piow's house that I read about 
"Third Stage . . . [Tan Wah Piow] pro- 
pounded this idea of pressure groups . . 


the students who called themselves and 


-:]. I would call myself also as progressive 
students . . . I could see that drama 
:ould also be in a way used like a pres- 
sure group . . ." Cheng explained “that 
<| the building up up of pressure groups 
| would develop to a stage where they 
 wOuld come into open confrontation 
with the government . . 
lic disorder and maybe even rioting, 
bloodshed and violence.” 
ng attended a course in’ Sri 
sanka on using "people's theatre as a 
weapon in the people's struggle for lib- 
eration.” He learned about radical 
. Filipino drama in Manila from Al San- 
tos, who is a member of the New Peo- 






















member of the Philippine Educational 

Theatre Association (PETA). The 

NPA is the armed wing of the Com- 

| munist Party of the Philippines (CPP), 

and. PETA is a leftwing drama group 

closely linkedtothe CPP. — . 

|; Cheng saw the importance of drama 

as a means of reaching out to and 

radicalising the people, so he talent- 

spotted Wong Souk Yee, and sent her to 

the Philippines: to attend a six-week 

"drama course conducted by PETA. 

Wong became a founder-member of 

"|. Third Stage, and was its president until 
2L March 1987. ` | 

4j ^ PETA also helped the Third Stage 

activists to direct a few of their plays. 

Two PETA members conducted a 

rkshop in Singapore, telling partici- 

iat theatre can be "atool of prop- 

















*aganda to advance one's class interest" 
and that it “c an Teach ins poor and ELS 
: did n "er 


. leading to pub- 


: “ple’s Army (NPA) and also a staff 


the drama column of the REVIEW 


fact, the plays were trying subtly: to 


purvey the Marxist line. Wong has 


disclosed that ^ when she discuss- 
ed her play Esperanza with Tan. Tan 
had “analysed the [maid] problemto be 


that of a class problem, class struggle.” 


She then rewrote part of the script “to 
show that this conflict between the maid 
and the employer is a long-standing one 

. [which] is not just a iato cul- 
tural differences, but it's more of à class 
difference.” 

Is this what Ch’ng meant when she 
said: "We definitely do not want to mix 
politics with threatre?” All these state- 
ments and facts are on public record. 
Why did Teo choose to ignore them? 

Gan Kim Yong 
Press Secretary to the 
Singapore Minister for Trade and Industry 


Partisan drama 


| Asan interested observer of the theatre — 
| scene in Singapore, I was naturally de- 


lighted to see a local group. xs in 
24 
Sept.]. However, I was a little distarbed 
to. read. the opening sentence: “The 





theatre, as both an institution anda con- | 
e does not really exist in Singa- | 

" While journalistic licence may | 
Son. generalisations i in some cases, in | 


this instance it was surely an outright 


misrepresentation. In any case. how | 
T Singapore 
the "Third Stage" of development. if it 
‘did not “really exist?” 


could Singaporean drama be already at 


Metaphysical quibbles apart. 





drama.” The writer seems tobe of the 


groups are “purely entertainment.” 


flects on the writers unnecessarily 
dichotomised understanding of drama. 
It is interesting to note that in some reg- 
ular theatre-going circles, Third Stage 
has become synonymous with bad art. 
The Third Stage fascinates me as an 
example of drama used as a medium for 
expressing partisan views. I am re- 
minded of the. Filipino group, PETA, 
which has been featured quite fre- 
quently in the regional press. A recent 
production, Oath to Freedom, an alleg- 
ory-cum-ridicule of Uncle Sam and the 


Marcos regime, has been described as a . 
play that "still bites sharply at the hand | 


that pets" (Asiaweek, 19 April) — a ref- 


erence to the play's negative portrayal 
of the Aquino (note: Aquino, not Mar- 
cos) administration. 


The same could be said of Third 
Stage plays, most of which were pro- 


duced with official subsidies. The very | 


| ee me be somet 


| of“ 


the E 
writer portrayed the Third Stage.group | 
as "the mainstay" of the annual Drama 

Festival, whose "imminent demise . . . - 
^will:close a chapter in Singaporean | at 
: gry People’s Action Party (PAP) 
view that the Third Stage is the exemp- | 
. lar of dramatic art in. Singapore; other a 
^| come cliché-bound and out of step 
This appears not only unjustifiably | 
favourable to Third Stage, but also re- 





| Tokyo 


name Third Stage hints at an anti-col- 
pesialist outlook - —one | 










| core aimed at the establishment.” In | cannot 








| pore Government's allegation 
| Singapore id Eli : 


' Looking for riots 


| At the risk of your nade exclai 
“Oh No! Not another letter on Sing 
pore!" I feel I must write to nail 
malicious lie in the letter of Chin Fot 
Leong [1 Oct.] in replying to Ho J 
Thai [10 Sept. ]. : 
Chin picks on certain words allege 
to have been used by Ho in his me 
| speeches to accuse him of inciting riot 
| in Singapore. I am not surprised. En 
typical of the Singapore Governmen 
make wild allegations, basing them or 
words taken out of context. Chin s 
“it was these inflammatory accusat 
on the killing of Chinese languag 
culture which has caused many a: lo 
riot in Singapore.’ 
Will Chin say when the last rio 
Singapore, let alone a bloody rio 
curred? Will Chin say what riots 
ever taken place in Singapore as a re 
‘inflammatory accusations o 
n killing of. Chinese language und 
ture"? And if he says there have. 
riots will he give the dates. If Chin or 
government does not answer thes 
| tions then the only conclusion one 
draw isthat his statement is a malicio 
J.B. Jeyaret 
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| Lean and hungry | 
The communists were too cliché-bo 
and out of step with the times 
were heavy-handed and thus we 
fully trounced by the then lean and 




























Now time has run a full cycle ar 
can see that the ruling PAP itself has 


the times, and just as heavy-handed 
managing Singapore's political stage 
No nation in today's world can claim 
that their'sis their own business and no- 
body else's, not even Japan which is well 
known for its insulation mentality. 
Singapore can least afford to be 
frog in a well. “Contaminated” Western 
sense of values could be the right bac- 
teria to germinate Singapore’ s sta 
state of mental affairs. i. 
Economic achievement is no licence 
to kill political dissent. Singapore has 
simply become a political pressure 
cooker. The government would only 
kidding themselves if they think the: 
can keep Singapore under cover. © 
'The Archipelago Ma 


Student tradition © 
| Paisal Sricharatchanya’s description: 
| the recent student unrest in Rang 


universities [REVIEW, 17 Sept.] as 
| first since 1974" needs to be 



































cipated and hundreds of workers were 
assacred bv the army. 

5-11 December 1974 — U.Thant funera! 
rike, which received overwhelming 
ipport from the general masses and 
Buddhist monks. 

June 1975 — Student demonstra- 
tions on the anniversary of the 1974 
workers strike where the workers 
joined and marched with the students to 
Insein prison in which thousands of 
their colleagues were kept in custody. 
Consequently more than 200 students 
were arrested. 

23 March 1976 — Thakxhin Kodaw 
Hmine centenary demonstrations. 
here prominent student leaders Tin 
ye Kyu, Win Myint, Than Lin, Myint 
oe and Salai Tin Maung Oo were ar- 
ested. Salai Tin Maung Oo was later 
sd and sentenced to death. 

































dace at regular intervals, the gov- 
ment — in order to break the chain 
he student movements — imposed a 
educational system in 1977 where 
w sen generations were scattered 












es for universities of Rangoon. and 
indalay. 








-to emphasise that following the 
itary coup 







dent demonstrators were massacred 











themselves as a political force. 












. military government —- its traditions 
-would not die out easily since it has been 
written with the blood and tears of the 
fallen students. 
Hamburg 


Royal welcome 
TRAVELLER'S TALES [S Oct] re- 


minded me of when I was working in an 
advertising agency in Paris in 19 


























 ception by President de Gaulle. 


7 June 1974 — aoni workers Ro 
rike where a number of students par c 
- E A 


ollowing the student unrests which | Labo 


labour f federation is illegal, 
only one organisation per associational - 
the newly formed regional col- | function (e.g., labour federation or 


s for the first two years before join- 


For further information. itis E 


on 2 March 1962 and the - 
mation of the Burmese Socialist Pro- 
mme Party on 4 July, hundreds of . 


| Washington : 


J Avoid stereotypes - 
. Being one of the most blood-stained | 
universities in the world, with the oldest. 
tradition of student political movements | 
in Southeast. Asia and the recent re- 
surgence of student unrest, Rangoon 
. University has once again proved that | 
_ ~~ despite the brutal suppressions of the - 


) dur- 
ig the visit of Princess Margaret and ‘has 
rd Snowdon. There was a parade 
along the Champs Elysées and a. re- 









bysa ilo: 


. One of mv colleagues, a true woth - 





and -gushi 
Is activities, became. more and 
mor disgusted. Finally he exclaimed, 


Henry Steiner 


One. point should be added to Carl 
Goldstein’s highly informative article, 
Now it's labour's turn [24 Sept.], con- 


cerning growing labour unrest on 
Taiwan. 


Goldstein reports that 14 unions in 
Kaohsiung have announced that they 
will form a new regional labour federa- 
tion outside the officially sanctioned 
Chinese Federation of Labour. 

It should be noted that under 
Taiwan's current Law Governing the 
Organisation of Civic Bodies and 
ur Union Law (both imported 
from: China by the ruling Kuomintang 





[KMT] and enacted without the consent 





> people of Taiwan), such a new 
-because 


lawyers’ association) is allowed. Al- 
though the KMT has said it plans to re- 


| vise both these laws, so far the au- 


thorities have shown no willingness to 


permit trade union pluralism. 


Furthermore, the draft of the new 
Civic Bodies Law which Taiwan's legis- 
lature will soon consider requires ail or- 


| ganisations to uphold the constitution 
7 July 1962 (just three daysafterthefor- _ 
ation "ot BSPP!). The Student Union 
uilding, historical shrine of Burma's - 
ruggle for independence, was blown : 
ito pieces bv the army the next day and : 
student union was banned. Thus the | 
| tradition of students in politics was | 
ffectively broken until the 1970s when . 
they struggled continuously to revive | 


and oppose communism and Taiwan in- 
dependence. Therefore, even without 


martial law the government will retain 


sweeping, arbitrary powers to suppress 
trade unions and other organisations it 
finds inconvenient. 

Marc J. Cohen 


David Halpert reveals a superzicial 
knowledge of Seoul's Itaewon district 
and Korean social mores in his piece on 
the area [LETTER FROM ITAEWON, 13 
Aug.j. He gives the impression that 
Itaewon's night life existed on a much 
grander scale in past years "when far 


| more American and UN soldiers were 
| stationed here... 
_ troops were never ‘stationed “here”; 

_ they were stationed in outposts far from 
 Salai Mang Lian Khai 


" In actuality, the 


Seoul end-far from the alleyways of 


| Itaewon which the writer refers to as 
| "Texas". (Uve never heard the small 
| Strip of bars between the old Itaewon 
theatre and the now-defunct: Victory 
| Hotel referred to as such, though the 
. area across from Pusan railway station 


ways. been called “Texas Street” 
s and Gls). 

i£ withdrawal of the 7th Infantry 
min the early 1970s had tittle 








ant on a coupé les tétes; maintenant. 
| nous baisons les culs! [Before we cut 

_off their heads; now we kiss their 
| arses.]" 

| Hongkong . 


 Megal UEM 


an^ Traewon' s punes because 


£ accounts: of the and each pos ts 
| ‘to provide entertainment, 


“Texas” by AIDS because few Korean | 


Regarding the “rougher and more vio- - 


Hongkong 











Itaewon’s real boom started in early 
1983 when new clubs started springing 
up and “Itaewon” started extending 
into the adjacent Hannamdong area. 
The area has seen a quadrupling in the 
number of clubs and cafes in the past 
four years and there has been a simul- 
taneous increase in the number of Ko- 
reans patronising the area. which had . 
previously been shunned as an enclave 
for foreigners and their Korean 
girlfriends, derogatorily referred to'as 
yang kongju, which translates. into | 
“Western princess." Haewon is now. 
considered rather chic and attracts. stu- 
dents, office-workers and other people 
in the younger age group. Outside of the © 
small area Halpert calls “Texas,” the. 
crowd in Itaewon is predominantly Ko- — 
rean and Itaewon s boom is a Korean 
phenomenon. 

The author 1s incorrect in stating that 
Korean men are scared away from | - 


men ever frequented this area to begin | 
with. Korean men prefer salons and | 
traditional brotheis where prostitutes 
are adept in such histrionics as basting a 
man's ego with false praise and giggling 
in a girlish manner at every drunken 
utterance emanating from their client. 





lent nature" of Itaewon's prostitution 
which Halpert attributes to Gls, the 
level of violence prevailing in Korean | 
red-light districts (hong dong ga) gen- 
erally exceeds the level in Itaewon.. 
Prostitutes in Miari, Changyangni, 
Kumhodong and other areas known for 
vice usually have bruises and scars 
which attest to the rough treatment they | 
receive from their mamasans, jobns, | 
pimps and co-workers. 

In future, Halpert should investi- 
gate and observe more thoroughly and 
resist the temptation to recite Korean 
stereotypes about foreigners which are 
the result of 2,000 years of isolation and 
xenophobia. 
New York 


The sultan's road 


In the REVIEW of 24 September, in the 
article entitled Gift-bearing sultan, 
it was said that the sultan of Brunei 
allegedly contributed US$50 million to 
the construction of the Tangerang toll 
road. 

Such statement is in error in so far. 
that the sultan’s contribution is for:the 
proposed "Cawang-Tg.. Priok” toll- 
road, and not the prop DOS angerang- 
Merak tollway... > : 

Since we area r ember of the group 
of companies selected to:invest in and | 
construct the latter tollway, we would |.. 
very much appreciate it if you could |. 
print a correction ta tothiseffect. = | 

Peter Martin Kramer 


“Ross R. Zarub 
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oseph Lau, the enigmatic 37-year-old Hongkong specu- 

lator renowned for his bitter clashes with the territory's 
establishment, is the latest ‘brash young hopeful’ to join the 
big league. After setting up ceiling-fan manufacturer 
Evergo in 1978 with an initial capital of HK$800,000, Lau, 
aggressively supported by his wife Theresa, has built an 
empire with assets now valued at HK$5.25 billion. In the 
process, he has fought bruising battles with the likes of 
Hongkong industry doyens Lee Shau-kee and Lord 
Kadoorie. Lau has now shifted his attention from specula- 
tive trading to the longer-term development of his group. 


Financial correspondent John Mulcahy looks at the record of the man the es- 


tablishment loves to hate. 


Page 102. 


Cover photograph by The Peak. 





Page 12 

Under strong political pressure, the 
Indian peace-keeping force in Sri Lan- 
ka launches a full-scale and bloody 
attack on the Tamil Tigers guerillas. 





Page 13 

With an eye on border negotiations 
with China, New Delhi tries to restrain 
the activities of Tibetans exiled in 
India. 


Page 14 

Policy disputes inside Taiwan's ruling 
Kuomintang are delaying the relaxa- 
tion of controls on family reunion 
visits to China. 


Page 21 

Peking rules out British participation 
in setting up Hongkong's first post- 
1997 government. 


Page 22 

The reasons behind Singapore's de- 
tention of 22 young professionals ear- 
lier this year become more obscure as 
the government releases more de- 
tainees as posing no threat to society. 


Page 35 

The Hanoi-backed Phnom Penh re- 
gime has offered resistance leader 
Prince Sihanouk a senior government 
role in anew peace proposal seen as a 
move towards resolving the nine- 
year-old conflict. 


Page 36 

The leadership of Japan's ruling Lib- 
eral Democratic Party (LDP) will be 
decided in a LDP parliamentary vote 
on 20 October. 


Page 57 

WHERE TO PUT YOUR MONEY this month 
examines the continuing penchant for 
equities worldwide, though the bulls 
have been bruised by falling bond 
prices and rising interest rates. 
Emerging markets look the best bet in 
the future. The search for a loophole in 
Canberra's tough stance on foreign- 
ers buying property in Australia and 
the prospects of buying up at the bot- 
tom of the market in Kuala Lumpur are 
also featured. 


Page 73 

Screen-based trading and the rise of 
Tokyo as a financial centre are 
threatening Singapore's role as a 
major Asian link in international fu- 
tures markets. 


Page 74 

Fiji's second coup rocks business 
confidence and threatens to devas- 
tate an economy now reeling from the 
effects of a further devaluation. 


Page 75 

Japan's huge volume of savings gives 
a spectacular boost to Tokyo's com- 
modity-futures market, helping it to 
close the gap with its larger US rivals. 


Page 76 
A debt-restructuring pact paves the 
way for a relisting of Promet, the 
marine and civil contracting group, on 
the Malaysian and Singapore ex- 
changes. 


Page 79 

Rice prices are likely to soar next year 
as prospects for the drought-hit crop 
in Thailand, the world's biggest ex- 
porter, deteriorate. 


Page 80 

The European Commission stands 
firm on the need for agricultural sub- 
sidies, effectively dashing US hopes 
of rapid progress on liberalising world 
farm trade. 
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REGIONAL 


Aquino files suit 
against columnist 
On 12 October Philippine Pre- 


sident Corazon Aquino, in a- 


rare display of public anger, 
filed a criminal libel suit against 
leading Manila columnist Luis 
Beltran. In his column in that 
day's Philippine Star, Beltran 
wrote that Aquino “hid under 
her bed” when rebel troops at- 
tacked the presidential palace 
on 28 August. The next day, 
Beltran and the Star wrote 
grovelling apologies, but Aqui- 
no said she would “let jus- 
tice take its Course.” 
Meanwhile, veteran politi- 
cian Sen. Raul Manglapus, 68, 
has been appointed the Philip- 
pines' new foreign secretary, in 
place of Vice-President Sal- 
vador Laurel who resigned in 
September. Manglapus, who 
will now give up his seat in the 
Senate, served briefly as for- 
eign minister in 1957 and in 
1965 unsuccessfully ran for pre- 
sident. Tasker 


Taiwan detains two 


activists 

Taiwan’s High Court on 12 
October detained opposi- 
tion activists Tsai You-chuan, 
36, and Hsu Tsao-teh, 50, on 
sedition charges for their al- 
leged advocacy of Taiwan inde- 

ndence. The case stemmed 

om the 30 August founding of 
the Formosan Political Prison- 
ers Association, when some 
140 former political prisoners 
added a clause to the new 
group's charter urging that 
"Taiwan should be indepen- 
dent." Tsai had chaired the ses- 
sion, and Hsu moved the inde- 
pendence clause. 

Although Taiwan's martial 
law was lifted in July, civilian 
sedition laws still on the books 
carry penalties ranging from 
seven years imprisonment to 
death. The prosecutor has up 
to four months to determine 
whether the two should be in- 
dicted. — Carl Goldstein 


Burmese leader Ne Win plans 
to legalise private enterprise, 
loosening the state's 25-year 
grip on the economy. Ne Win 
described the measure as 
"short term." It follows the lift- 
ing of a ban on private trade 
in rice, maize, beans and 

Ises last month and Ne 

ins acknowledgment in 


10 


August of economic failure. 

Since Ne Win came to power 
in 1962, the once-rich country 
has become one of the world's 
poorest. In an attempt to jus- 
tify the present economic 
crisis, Ne Win said he seized 
power to put an enc to foreign 
domination but also conceded 
that Burmese had not pulled 
their weight. The private sector 
— effectively a black market — 
is dominated by Sino-Burmese 
and Indo-Burmese.— M. C. Tun 


saves Japan's face 

Japanese Prime Minister 
Yasuhiro Nakasone told his 
visiting Thai counterpart Prem 
Tinsulanond on 12 October 
that he regretted incidents which 
made Tha:and's Crown Prince 
Maha Vaj ralongkorn *uncom- 





fortable" during the latter's of- 
ficial visit to Japan in late Sep- 


tember. Nakasone also ex- 
pressed “ceep respect" for the 
prince's effort to squash the 
controversy in the aftermath of 
the trip. After a display of pub- 
lic indignation in Bangkok 
(REVIEW, 15 Oct.), the prince 
on 6 October issued a brief 
statement calling for an end to 
the furore "for the sake of the 
good relations between the two 
countries.” 

— Paisal Sricharatchanya 


Umno leaders fail to 

settle court action 

The United Malays National 
Organisation (Umn») leaders’ 
attempts to negotiate an out- 
of-court settlement in the suit 
brought by 12 members against 
the party — seeking to declare 
last April’s Umno election null 
and void — were rejected by the 
plaintiffs on 12 October. On 14 
October the High Court, which 
had postponed a hearing, re- 
fused to grant any further ex- 
tensions and will fix a date for 
the case proper within five 
days. Suhaini Aznam 


BUSINESS 


Japan trade surplus 
narrows but not with the US 
Japan's trade surplus con- 
tinued to narrow in Septem- 
ber, but concern is mount- 
ing over its higher surplus with 
the US. Japanese exports ex- 
ceeded imports by US$7.43 bil- 
lion in September compared 
with US$8.95 billion a year 
ago, but total exports reached a 
record US$20.53 billion, 6.7% 
higher than the same period 
last year. Exports to the US, 
the EC and Southeast Asia 
were sharply higher and 
Japan's trade surplus with the 
US actually widened slightly 
from a year earlier to US$4.86 
billion. However, the trade 
surplus for the first half of the 
year to March 1988 totalled 
US$40.12 billion, 13% lower 
than in the previous fiscal year. 
— Nigel Holloway 


China increasec industrial out- 
put by 15.3% to Rmb 751.9 bil- 
lion (US$202 billion) in the 
first three quarters of this year 
compared with the same period 
in 1986, according to the Eco- 
nomic Daily. Although the 

overnment's share of the pro- 

its rose by 9%, productivity 
fell and losses by state firms for 
the year ended September rose 
18.5% to Rmb 3.18 billion. 
The problems for state firms in 
the final quarter will be exacer- 
bated by shortages of raw mat- 
erials and inefficient transport. 


— A Correspondent 
China its first 
ever loan 


The Asian Development Bank 
approved on 8 October its first- 
ever loan to China. The 
US$100  millien loan was 
granted to Chia Investment 
Bank for the financing of high- 
priority small and medium- 
sized industries to help boost 
industry productivity and tech- 
nology. The loan has a matur- 
ity of 15 years, including a 
three-year grace period. 

— Jose Galang 


Ka Wah Bank brings court 
action in Kuala Lumpur 

The Hongkong-based Ka Wah 
Bank has sued jailed Malaysian 
businessman Tan Koon Swan 
and his three brothers in the 
Kuala Lumpur High Court, 
claiming losses of more than 
M$93 million (US$36.7 mil- 


lion). The action is also against 
four former directors of Ka 
Wah — the Low brothers of 
Singapore and Malaysian Vic- 
tor Tan — and another Malay- 
sian, Chew Sing Guan. The 
writ alleges that the Tan 
brothers and Chew assisted the 
Low brothers and Victor Tan 
in defrauding the bank of the 
money, which had been lent by 
Ka Wah to companies control- 
led by the Tans and by Chew. 

— Nick Seaward 


Genting knocked out 
of Sydney casino 
The state government of New 
South Wales has rejected Ma- 
laysian casino operator Gent- 
ing Bhd's bid to builc and run a 
A$750 million (US$543.5 mil- 
lion) casino and hotel complex 
in Sydney, after a police report 
which, according to State Trea- 
surer Ken Booth, was “not 
satisfied with the integrity and 
our of Genting Bhd.” 
ooth did not give details, but 
reports cited a cost overrun ata 
Perth casino in which Genting 
is a partner and recommenda- 
tions by Western Australian 
corporate regulators that two 
Genting executives and a local 
partner be charged under that 
state's Companies Act. 
— Hamish McDonald 


Vietnam opens 
commercial bank 
Vietnam's first commercial 
bank since the communist vic- 
tory in 1975 is opening this 
month, Japan's Kyodo News 
Service reported. 

The bank, which will offer 
deposit, loan and chequing ser- 
vices to both enterprises and 
individuals, received half of its 
Dong 600 million (US$7.5 mil- 
lion at the official exchange 
rate) starting-up capital from 
the government. The balance 
came from selling shares to 
companies and individuals. 

— Murray Hiebert 


Nepal revises its GDP 


Nepal's economic planners are 
now predicting 4% GDP 
growth in the 1987-88 financial 
year (ending 15 July 1988) after 
a recent agricultural survey in- 
dicated food ction will 
grow by about 4.8 million ton- 
nes. The economic planners 
had predicted negative GDP 
rowth for 1987-88 in view of 
eavy flooding in the south- 
eastern lowland area and 
drought in the southwestern 
tropical belt. 

— Kedar Man Singh 
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TRAD JING PLACES | 
| Toshio Komoto, a former | 
. businessman who heads one of the 





| smaller factions in Japan's ruling 
“Liberal Democratic Party, is 
| understood to have been promised 
“| the posts of finance minister and 
,;| deputy prime minister in the next 
| cabinet in exchange for his support of 
Noboru Takeshita in the upcoming 
leadership election. Komoto is also 
likely to get the finance minister's job 
if Takeshita decides to withdraw from 
the leadership race in favour of 
Shintaro Abe. Komoto's 
. appointmentto the finance portfolio 
could signal a sharp change in Japan's 
generally cautious fiscal policies but 
might also lead to a confrontation 
- with Ministry of Finance (MoF) 
_ bureaucrats who oppose fiscal 
expansion. In the past, Komoto has 
‘been one of the most vocal critics of 
MoF-inspired austerity. 


- | KREMLIN'S NEW MAN 
In line with the Soviet Union’s | 
| professed intention to improve 
: relations with Southeast Asian . 

- [| nations, Moscow has nominateda  . 
|| senior Foreign Ministry official as its 
“new ambassador to Bangkok. 

Anatoly Valkov — former chief of the 
co] South Asia Directorate and a close 
t confidant of Soviet Foreign Minister 
..| Eduard Shervardnadze — holds a 
| higher rank than former ambassador : 
-Valentine Kassatkine, who | à 
: ed his Bangkok tourin — 

A gust. The Thai Foreign Ministry 

l has swiftly processed the new 


HTHE WEEK 


T AUSTRALIA. 
Queensland Premier Joh Bjelke-Peter- 
sen announced that he would retire next year 
(8 Oct.). Prime Minister Bob Hawke arrived 
oun California onan official visit (9 Oct.). 


Fiji 
: ^ Military leader. Col Sitiveni Rabuka 
Cbswore in a 19-member executive council 
dominated by ethnic Fijians and containing 
no Indians (9Oct.). Tonga became the first 
foreign nation to recognise the newly de- 
clared republic of Fiji (77 Oct. ). 
HONGKONG 2 
Construction of parts of the Daya Bay nu- 
clear power station had to be suspended 
|. when it was found that the foundation raft 
„for one reactor was below the required 
ard, actording to an official report. 
urt Judge Yang Ti-liang was ap- 
i g's first local chief justice. 
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NORTH KOREA 


nomination and a positive 
recommendation is now awaiting final 
approval by the Thai cabinet. 


US-ASEAN PACT OFF 


Discussions between the US and | 
Asean under the year-old Asean-US 
initiative have already ruled out the 
possibility of Washington entering 
intoa free-trade pact with the 
regional grouping because of the: 
wide disparity in development levels 
between the Asean countries. | 
However, consideration is now being 
given to the possibility of the six 
states negotiating bilateral treaties 
with the US, with each pact being 


subject to the approval of Asean as a 
'group. Singapore, in particular, is 


keen on working out such an 


arrangement with Washington. * 


| BANKING CONT. ACTS 


The World Bank . 
in Washington i IS | 
fostering contacts . 
with Vietnam 
^» | through the 

4 X) | Economic . 
YAMS f p Development 
A SA) | Institute (EDD, a 
NSA Alem | bank-funded: . 
institution in: 
Washington . 
which helps train ^ 


b government officers. and technocrats 


for developing countries. Hanoi has 


| sent some candidates to the EDL _ 
- | Formal relations between the bank . 





and Vietnam remain at a standstill, 


.| however, and bank president Barber. 


ety hea 


JAPAN | 
The ruling Liberal Democratic Party oi 
cially launched the process of selecting a suc- 
cessor to Prime Minister Nakasone. Three 
pore were injured when an Iranian gun- . 
at fired a missile into a Japanese-ówned 
trawler and set it ablaze in the Gulf (8 Oet. ): 


MALAYSIA i 

Police arrested opposition leader Lim Kit 
Siang and three M rty colleagues for demon- 
strating against the government without per- 
mission (9 Oct.). Two parties from the ruling 


National Front coalition joined thousands of © 


apporre politicians and members of 
hinese associations in a protest against 


i 


- development plans. 


PH 


.| other agencies at the department - 
auditorium — will be George Cha 


| were now. only 50-50, as securit 
agents from at least two Asedi 
| countries were in town quietly 
| assessing the security situation fo 
| their governments. | | 





| Waters, the on known survivor of ihe inci 
dent said (7 Oct.). 


Mri 


— 


Dp 


' ed violence by Tamil militants, it was repor 


what they see as-a threat to Chinese-lan- | 
guage education (7/0 Oct.). Ethnic Chinese | 
leaders ordered a boycott of classes in | 
Chinese-language schools to protest against | 


(12 Oct). 


A North Korean gunboat attitked. xd 
sank a South Kore: 





| the government's appointment of non-Man- | 


. darin educated teachers to senior. positions. . Jaffna, it was reported u2 Oct. ^» 


1 SOUTH KOREA 





an trawler i in. international : 


| Conable noted recently that 
| Hanoi to come up with aplausi 


adopted by the US Congressi in 


-at the "Secretary's Open Forum" 


| Independence. It may be a small. 
| comfort for Peking that Chang's s 
in mid-October will be equniy-- 
| resented by Taper 


| SUMMIT: WORSEN 


|! Prospects for holdin gthe Decembe: 
| Asean summit in Manila are being 
| eroded as the Philippine Governm 
| grapples with deteriorating law and 

-order in the wake of the 28 Augus; 
coup attempt. One Asean officia 
| Manila estimated that the chances 










































programme for restoring econ 
growth in the country. Hanoi has 
it needs financial support for its 


SPEAKER'S CORNER 


China, which has expressed its 
"indignation" at a resolution 


support of Tibetan human rights, : 
may soon have reasonsto be 
indignant about the State. — ^. 
Department as well. The next gues 


programme in which speakers. of -. 
various points of view are invited to _ 
speak on an off-the-record basis  : 

before the State Department and- 


chairman of the Council for Taiwan 





ty 


PAKISTAN p : S 
Authorities reimposed> à UE on 
Karachi district after three people were: in 
jured in a gun battle between: rival eth 
groups (71 Oct.}. s VEU E 


PHILIPPINES 
Suspected communist gunmen in Ceb 
shot dead a journalist (70 Oct. ). 3 


SRI LANKA 
Nearly 160 people were killed in renew 


ed (7 Oct.). Indian peacekeeping troop 
launched an operation against. the Tai 
militants responsible for the latest. slaug 
(8 Oct.). Six thousand Indian troops fo 
house-to-house battles with Tamil re 



















. Opposition leader Kim Youn ; 
| cially announced that he would 
| presidential elections at year-end 
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REGIONAL AFFAIRS SRI LANKA |: 


Escalating violence prods the Indians to co on the offensive 


Turning on the Tigers 


By Manik de Silva in Colombo 


Face with increasing violence by 
Tamil militants and an ultimatum by 


| Sri Lankan President Junius Jayewar- 


dene to restore order, the Indian 
peace-keeping force (IPKF) launched a 
no-holds-barred offensive in early Oc- 
tober. Their aim: to disarm the Libera- 
tion Tigers of Tamil Eelam, the domi- 
| nant separatist group which is not satis- 
| fied with the 29 July Indo-Sri Lankan 
-| peace accord to end the ethnic crisis. 
nder the accord, arms were to have 
been surrendered by early August. 

In more than three days of pitched 
battles up to 13 October, the 15,000- 
strong IPKF's casualties mounted to 27 
dead and 140 wounded, according to 
| figures from the Indian High Commis- 

sion in Colombo. Independent observ- 
-| ers placed the IPKF losses at more 
than 60 dead. The Tigers too had taken 
a heavy beating, with communication 
cue ed indicating that they had lost 
- nearly 300 guerillas. 

Although the Tigers claimed that the 
Indians, once their supporters, had 
caused considerable civilian casualties, 
an Indian spokeswoman said that the 
IPKF fighting in the narrow streets of 
Jaffna — the capital of Sri Lanka’s pre- 
dominantly Tamil Northern Province, 
which had long been the Tigers 
stronghold — was mindful of civilian 
safety. “We are conscious of civilian 
safety and there is no air offensive,” 
she said, adding that aircraft were used 
only to transport paratroopers and 
other forces. 

The Tigers, though fighting hard, 
were feeling the heat three days after 





the full-scale Indian operation had been 
launched. V. Prabhakaran. the 33-year- 
old Tigers leader believed holed-up 
somewhere in the Jaffna peninsula, ap- 
pealed to Indian Prime Minister Rajiv 
Gandhi to call off the offensive. Get- 
ting no response, he turned to K. 
Karunaridhi, arch-rival of Chief Minis- 
ter M. G. Ramachandran of the south 
Indian state of Tamil Nadu where the 
Tigers had long maintained training and 
saping camps. 

n a letter smuggled to Karunanidhi, 
Prabhakaran said he was ready to 
negotiate with the Indians if the offen- 
sive was called off. He was also looking 
for public support in Tamil Nadu, the 
home o? more than 50 million ethnic 
Tamils. Karunanidhi is said to have 
asked Mew Delhi to halt its military 
thrust. 

The Tigers, who had made no secret 
of their unhappiness with the peace ac- 
cord, had earlier forced the Indian hand 
by launching a series of attacks on 
Sinhalese settlements in the multi- 
ethnic Eastern Province earlier this 
month, killing nearly 200 unarmed 
villagers despite the presence of the 
IPKF in eastern districts. 

As thousands of refugees fled their 
homes in a province claimed as a part of 
a Tamil homeland by the Tigers despite 
its mixed population of Sinhalese, 
Tamils and Muslims, Jayewardene in 
Colombo began to feel the pressure of 
hostile public opinion in his majority 
Sinhalese constituency. Former prime 
minister Sirima Bandaranaike, also a 
Sinhalese, intensified the anti-accord 





campaign spearheaded by her Sri Lanka 
Freedom Party. 

A section of the national press had 
stridently condemred the inaction of 
the IPKF in the face of the Tigers car- 
nage, and the question whether Sri 
Lanka was going to be India’s Vietnam 
was pointedly asked. “What exactly is 
peacekeeping?” asked one angry edito- 
rial. “Is it merely to sit in barracks while 
mayhem goes on around you? Is it to 
allow one’s protégés to kill while re- 
straining the victims?” 

As the problems piled on the presi- 
dents plate and intelligence reports 
suggested that increasingly active sub- 
versives in the south of the country plan- 
ned to use the refugees pouring out of 
the Eastern Province to further embar- 
rass the government, the 81-year-old 
Jayewardene, who says he has *no more 
greasy poles to climb," did some plain 
speaking. Demanding that India meet 
its obligations, he said that he would 
otherwise be compelled to ask the IPKF 
to pull out of the beleaguered eastern 
districts and order his own troops to re- 
store law and order. 


pes and Sri Lanka clearly have an 
equal stake in the success of the accord 
and Gandhi understands this very well. 
He responded swiftly to Colombo's de- 
mand that the IPKF begin using its mili- 
tary muscle against the Tigers, rushing 
his Defence Minister K. C. Pant to Co- 
lombo together with Gen. K. Sundarji, 
the chief of the army staff. Gandhi asked 
Jayewardene, who cancelled his plan- 
ned visit to the Commonwealth summit 
in Vancouver in the face of the escalat- 
ing violence at home, to “tell Pant what 
needs to be done and he will do it." The 
Indian offensive against the Tigers was 
the result. 

The question that analysts and dip- 
lomats were asking in Colombo, while 
the Indian operation against the Tigers 
escalated, was whether India anie. o 
the full distance and liquidate the Ti- 
gers. Before the military offensive 
began, New Delhi went on record with 
the assessment that the Tigers feared 
they could not win the provincial coun- 
cil elections Jayewardene hopes to hold 
by the end of this year. However, Gan- 
dhi cannot be impervious to the con- 
cerns of the Tamil Nadu chief minister 
— one of his chief allies in south India. 

Ramachandran cannot let his rival 
Karunanidhi monopolise the issue of 
sympathy for the Sri Lankan Tamils and 
some noises have already been made by 
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| mainstream of the democratic process. 























The Sri Lankan Government, obvi- 


the Ti igers back to the 


ously, would prefer to see the Tigers | : 


` totally de-fanged. The Tigers’ ability to | 
“mount the massacres in eastern districts . 


stemmed from the failure of the IPKF to 


|. enforce the arms surrender. India had 


hoped to persuade rather than compel 


their arms. 
Although India claimed during the 
pre-accord period, when relations be- 





tween the two countries had slumped to ` 
an all-time low, that-there were no ter- 


rorist camps in soüth India, once the 
_IPKF offensive began in Jaffna Indian 
_ diplomats said that operations were on 
against “the remaining militant groups 
in Tamil Nadu.” 

Further confirming the presence of 
“| Tamil militants in India, as the IPKF's 
. anti-Tigers offensive on the ground es- 
j|:calated, Indian warships enforced a 


| blockade on the south Indian coast to 

: | ensure that the rebels in Jaffna were - 
. starved of arms and ammunition. One 
ewsagency report quoted a senior In- | 
ian naval officer as saying: "We will |. 
ensure that nothing passes now that In- 
dian soldiers are poised to overrun. | 
T pee Bas declared that the recent 







Jaffna." 
In Colombo, Jayewardene asked the 
, local media not to “rouse the people,” 





pa 







ed its ugly head again," 





i i i had launched “a coalition pact" with fhe : 
`} Tigers. He claimed that JVP activists 


| were working among refugees from the 
: east, trying to flood Colombo with them ` 
and using them as a base for a mass 
uprising. Jayewardene assured © the - 


|. Sinhalese refugees from the east that 


the government would arrange their 

> safe return to their homes as soon as 
possible. 

. While Jayewardene was keen on 


muting the anti-Indian stance of the” 


local press, Prime Minister Ranasinghe 


| "Premadasa, one of the harshest critics of ` 


i - India, sounded a different note. Refer- 
| ring to India's earlier support of the in- 
surgents — without actually naming 
India 
General Assembly on 12 October: 
"Everyone has come to recognise who 
the cunning parents [of the terrorists] | 
are; who fostered, who nurtured, who 
sheltered and who armed these mis- 
chievous, murderous miscreants. 
doubtedly, those responsible will be- 
subjected to the condemnation and the 
ridicule of the entire world communi- 


Frieden 


ty." The Indian delegate to the UN re- 


gretted Premadasa's innuendos at a 


time when India was trying to enforce | have: 
tot 


the peace accord. . 





alleging that the Tigers had forged links | 

with the Marxist’ Janatha Vimukthi | 

..| Peramuna (JVP or People's Liberation | 
"| Front) — outlawed for the past four 
. years, but becoming increasingly active“ 
p m recent months. In a broadcast to the | 
- , Jayewardene said that the JVP | 


Premadasa told the UN- 


Un- | 





the Tamil separatist groups to give up P 


Massi 7777 











Indi dia playsi n C 


By Salamat Ali in New Delhi 


disturbances in Lhasa are an internal 
` affair of China and reiterated its policy 
‘that Tibet is an autonomous region of 





cated that. it would not exploit China’ E 
strategic vulnerability in Tibet. 

Privately, the Índians have 
strained the exiled Tibetan leac 
Dalai Lama, from making any c 









be held in New Delhi during. 


“Although a solution to the border dis- 


; pute is not near, the talks next month 
“could set the stage for improving bilat- 
‘eral tiés in. other areas such as co- 
operation in trade, industry and tech- 


nolo 
Indian political leaders are likely to. 


‘meet the official-level Chinese delega- 
tion, in a special gesture aimed at raising 
the bilateral dialogue from the bureau- 
cratic to the political level — an objéctive 
New Delhi has beenstriving for over the 
past year or so. Thus, from the Indian 
point of view the Tibetans in Lhasa 
could not have chosen a worse time to 
agitate. 

The events in Lhasa came at a time 
when Indian policy-planners had con- 
cluded that the US was displeased with 
the recent Sino-Soviet border demar- 
cation “agreement. Washington was 


_thought to be particularly concerned | 
with the phrasing of the accompanying | | 
| tural environs; an end to China's use of 
| Tibet for nuclear-weapons productio 
| and dumping of nuclear waste; an em 
| China's continuing plan of chang 


| joint communique that the agreement 
had “deepened d mutual understanding.” 
_ Commentators in the Indian press 
V [ -the freedom given | 
ma to carry out. political | 








the People's Republic of China. By its 
pronouncements, New Delhi has indi- 


which might affect the next round of: 
| Sino-Indian border talks scheduled to 


FOREIGN DEVILS 





Authorities restrain the activities of Tibetan exiles 








_ Showing Peking its displeasure. In 
“tive of the general Indian apprecia 
| of the latest events in Tibet was 
. cartoon in the influential daily, T 
: Hindu, showing Lama 
a yak being ridden by US Pre id 


tators have argued that even if the 


hold, India should be wise enor 
.realise that it would not Temain 


. unrest, the Dalai Lama reiterated at the 
. press conference his five- -point plan to 
pacify Tibet: respect for the Tibetan's 
|. human rights and democratic freedo 



































propaganda Juni his just-concl 
US visit, was Washington's wa 


the Dalai 


Reagan. ! 
Some independent media comme! 





cept of Tibetan independence gaii 








fined to the 2 million Tibetansi 
It could influence other Buddhists who 
are ethnically akin to the Tibetans and 
who live on the Indian side of the border 
with China. 

Lacking its own correspondents on 
the scene, the Indian media relied on 
the international newsagencies to cover 
the unrest in Lhasa. However, the 
media took care to report that the In- 
dian army had taken precautiona 
measures on the Ladakh-Tibet bord 
to prevent the arrival of any refugee 
Also highlighted was a press conferen 
by the Dalai Lama on 7 October at h 
headquarters in Dharmsala. E 

Stating that China was using him as 
scapegoat to explain away the Tibeta 


restoration and protection of Tibet's n. 


| Tibet's MEHIORIUpiue charac 


erly talks on the future status of Tibet. 

India objected not so much to the 
Tibetan demands, which are not new, 
but to the Dalai Lama's call to his fol- 
lowers in Tibet to launch a peaceful civil 
disobedience movement. 

Lately, the Dalai Lama has also sent 
urgent appeals to various heads of state 
and political leaders to halt Chinese 
suppression in Tibet. But at his press 
conference he emphasised that he had 
direct links with China and that he did 
not wish to break them, at least for now. 

On 8 October, an Indian Foreign 
Ministry spokesman refused to com- 
ment on the Tibetan situation and the 
call for civil disobedience. but added 
that India did not recognise any govern- 
ment-in-exile and considered the Dalai 
Lama a religious and temporal head of 
the Tibetans, who was given asylum on 
“humanitarian considerations” and told 
not to conduct any political activities 
from Indian soil. He added: “We have 
repeatedly requested him to respect 
our wishes in this regard.” 

It is known, though the spokesman 
‘refused to confirm or deny, that the gov- 
ernment had lately done some tough 
talking with the Tibetan leader and that 
his recent remarks strained New Delhi's 
hospitality. The Indian attitude was em- 
phasised by the blackout of his press 
conference on state-owned radio and 


» Robert Delfs writes from Peking: 
Foreign journalists in Lhasa were or- 
dered to leave Tibet on 7 October, halt- 
ing independent reporting by the 
foreign press of the area and prompting 
a written protest to the Foreign Ministry 
by correspondents that the expulsions 
contravened Chinese law. Yu Wuzhen, 
director of the Foreign Affairs Office in 
Lhasa, said the reporters had violated à 
hitherto little-known regulation requir- 
ing journalists to secure permission 
from local authorities 10 days before 
visiting even places open to foreigners. 
Sources said the decision was made 
in Peking after press reports filed the 
previous day of the beatings and arrest 
of 60-80 monks in Lhasa. Hotels in 
Lhasa were also told on 9 October that 
all independent travellers (not members 
of organised tour groups) would be re- 
quired to leave Tibet within à week. 
Meanwhile, charges that foreigners 
were involvec in disturbances have es- 
calated. China's official Xinhua news- 
agency, citing a Lhasa police officer, has 
said that at least 50 foreign tourists were 


among leading rioters attacking the | 


Bajiaojie police substation on 1 Oc- 
tober. The report said foreigners threw 
stones at police, took photographs or in- 
cited rioters to further violence. 

The charges, indicating higher levels 
of foreign involvement than earlier offi- 
cial claims, appear to result from group- 
ing together tourists who took photo- 
graphs with the few foreigners indepen- 
' dently reported to have thrown rocks. EJ 
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TAIWAN 


Counselling caution 
Powerful lobbying slows down opening-up to China 


By Cari Goldstein in Taipei 

wets ruling Kuomintang (KMT) on 14 October announced that for the 
isto Taiwan cdi Wi be aiered 9: SETTET 

The move came after w of intense policy disputes among competing 

power centres in the KMT which had led to recurring delays in the announce- 

ment of Taipei's new policy towards contacts with China. 

KMT officials revealed in August that the government would 
soon Taiwan nationals to visit family members on the mainland, 
with a fina! decision by mid-September. This followed President Chiang 
Reip kien directivo la sit oput tiat De e Y nn 
"The 77 ear aid Chiang then ordered five- ip headed by Vice- 

e 77- a five-man 
President Teng-hui to formulate a concrete proposal for a 
pen Mur UNS palic. Ores eser q^ Do Me u 
Kuo-hwa, president of the Legislative Yuan Nieh Wen-ya and Interior Minis- 
ter Wu Poh-hsiung. 
ince tren, however, hecanetel opposition te te Mgr PE OR = 














cision-making process had slowed to a crawl. One key obstacle was 
oP pande. y all he Aes over the security implications of in- 
creased travel to of staff Gen. Hau Pei-tsun was report- 








China. 
Sale incieizd ia ts costs tenes of etiberstion. 


other 
have objected to 









newspapers, the Taich 
News and the Youth News in Taipei, ar- 
gued that the government risked a free-for-all, 


uncontrollable in business and tourist 

contacts. The government's Main to yes 

charges against two vening Post 

who made a visit to China in 

(REVIEW, 1 Oct.) was another indica- 

tion of the military establishment's 

unhappiness over the pending decision to lift bars to mainland visits by 


ordinary citizens. 
Ya, who had been a voice of caution, has been directed by the Executive 


cal issues raised by the of more extensive contacts China. 
Between the burea 's natural inclination to issue a new rule for every 
Sees and On mas t ORIA Qu any relaxation, the new 
represents a backoff from the broader envisaged — existing 


on travel for tourism and business dealings remain. 

Since early this year, the government has faced increasing pressure from a 
variety to abandon its long-standing “Three No's" policy towards the Chinese 
communists — no contacts, no negotiations and no compromise. Disgruntled 
—— MOM KOTO E € 
enforced separation from their relatives in . Businessmen have openly 
criticised the hr gas for preventing business with China. The 

des esr ted edem mg have been pressing for a more 
open p Taiwan's economic and political strength. 

M , the on eMe Plor ra METE a a 
velop its own eka LOS fe was how to accommodate 
the public's desire for wider contacts with , while not w the op- 


weaken popular support for this goal. 
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Worldwide presence- 


a major asset in the global village. 
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Securities trading is a global business. That's why 
UBS provides round-the-clock service, across 
time zones, from Tokyo through London to New 
York, to Tokyo... 


UBS - committed to excellence. 






UBS in Asia and Australia: Hong Kong Branch (13th Floor Gloucester Tower, 
11 Pedder Street, Hong Kong), Singapore Branch (50 Raffles Place * 38-01, 
Shell Tower, Singapore 0104), Tokyo, Osaka, Bombay, Sydney. UBS worldwide: 
in all important financial centres around the globe. Head Office: Union Bank 
of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 
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The simplicity of issuing 






mmercial Paper and its strong appeal 
ve tors have made it an increasingly 
source of funding. 

And the most important 
ingredient in its success has been 
its flexibility. 

A Eurocommercial Paper 
program allows you to expand or 





contract the amount of paper you have out in the 
' “market and, at the same time, offers investors a 
wide range of maturities. 

mx Its this flexibility that 

- has helped to attract a broad base of 
_ investors willing to invest and to 
“hold the paper until maturity. And 
BENE that's the kind of investor that 

‘every issuer | likes. 

- So why turn to Chase? 

A Because, through our global network, 
- we « can access a vast pool of institutional investors 
and hi h net worth individuals. 

| i And, through our corporate banking 
chise, we can also access the increasingly 
meee important corporate investor too. 

| In fact, our retail 

- placement volume (now approaching 
e MS USS1.5 billion a month) means our 
. finger is constantly on the pulse of investor 

: < demand, enabling us to provide you with accurate 
and continuously updated opinions on the state 
.of the market. 


Tne result is that were able to 
carefully time an issue of your paper to keep. 
your funding costs down. 








And as a dealer for 70 issuers with. 





a total program volume currently in excess of 





USS20 billion, weve also created numerous | j 
market innovetions along the way. For example, 
the first tender panel and also the first multi- 
dealer program for a corporate issuer — 
concepts that have become recognized as 
























standards for the market. E 

While our track record speaks for 
itself. there's another reason why it makes sen 
to turn to Chase. E 

Since its important to an issuer 
be able to tap the true retail investor, it's als 
important to the investors that they re offe €x 





market liquidity too. * 

That's why at Chase we're not ol 
a major factor in retail placements but also a- 
leading market-maker. By always providing a a 
two-way market, were constantly there to | 
support our issuers and our investors all the 
down the line. | 

Its this kind of track ord and 
this kind of commitment which gives us. the E 
credentials which, when combined with your. : 
good name, help to ensure a successful issue. : 

So, if youre looking to tap the | 
Eurocommercial Paper market, it makes sense . 
to talk to Chase. : 
For starters. 
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urline with most modern fleet, were eagerly following the development of this experimenta 
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ch could be operating by t»e turn of the century. Travelling at twenty five ti | 


five times the speed of sound, 





IN THE NOT TOO DISTANT FUTURE, 
WE COULD FLY YOU FROM LONDON TO SINGAPORE 
IN 50 MINUTES. 


WE HOPE YOU PREFER YOUR BEEF RARE. 


, À f 
"A 


= 

you from, say, London to Singapore in a mere 50 minutes. Or from San Francisco to Hong Kong in one hour, However, we do envisage 

some minor changes to the menu. We do hope, for example, that you like your roast beef rare. SINGAPORE AIRLINES 
ee HIM ————— — — 00 00 





THE PRECISE PASSAGE OF TIME IS MEASURED IN 
IHE STRENGTH OF SAPPHIRE AND STEEL BY DUNHILL. 
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Everything that carries "he Dunhill name has to be the best of its kind. It has to have a 
lasting beauty and be both useful and dependable. To this end the skills of the finest craftsmen are 
used to work the most preaous metals or supple leathers. Dunhill has become a hallmark not 
just of inherent British values but of quality the world over. 





The Dunhill Wasch. The sapphire glass is second only to diamond in hardness and 
the meticulous enamellingensures she clarity of the classic face. It has a Swiss movement tor supreme 
iccuracy and the case of satin steel ensures that the watch is not only elegant but extremely durable. 
in short, this waich will continue to give a precise measure cf the passage of time. 
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HONGKONG 


A source close to the Hongkong 


Doing it our way 


Peking rules out British role in formation of future government 


By Emily Lau in Hongkong 
hina has ruled out British ete 
pation in the formation of the first 
Hongkong Special Administrative Re- 
ion (SAR) government, which would 
in to administer the territory after 
Peking regains sovereignty from Lon- 
don in 1997. 

Officials of the Chinese State Coun- 
cil’s Hongkong and Macau Affairs Of- 
fice (HMAO) said the SAR govern- 
ment would be set up by a Peking-ap- 
pointed organising committee to be es- 
tablished in the mid-1990s. The sugges- 
tion of a provisional legislature in 1997 
was also mooted, indicating that China 
does not want to inherit wholesale the 
territory's colonial-style political in- 
stitutions. 

The proposals were disclosed by two 
HMAO deputy directors, Li Hou and 
Lu Ping, during Basic Law Drafting 
Committee (BLDC) political subgroup 
meetings held in Canton on 4-6 Oc- 
tober. The BLDC, made up of main- 
land Chinese and Hongkong residents, 
is writing the Basic Law or mini-con- 
stitution of the SAR. 

Li proposed that the SAR govern- 
ment organising committee be set u 
under the Chinese National People's 
Congress, led by a state councillor and 
consisting of Hongkong and mainland 
representatives. He said that the com- 
mittee would be responsible for all as- 
pects of the SAR government's forma- 
tion and that there would be no British 
involvement. 

Li and Lu said the committee would 
be modelled on the BLDC, which was 
appointed by Peking in 1985 to draft the 
Basic Law. The BLDC has 23 Hong- 
kong members and 35 mainland mem- 
bers. A 180-member Basic Law Consul- 
tative Committee (BLCC) was also 
formed at the time to monitor public 
opinion in Hongkong on the Basic 
Law. 

The two Chinese officials proposed 
that a "widely representative body," 
like the BLCC, should be set up under 
the government organising committee 
to select the SAR’s first chief executive, 
either by “election or consultation,” as 
stipulated in the 1984 Sino-British Joint 
Declaration on Hongkong's future. Li 
stressed that the selection would be 
made by Hongkong people but that Pe- 
king would organise their selection. 
This, he said, should not be interpreted 
as "interference." 

Some BLDC members said that 
since it would be inappropriate to hold 
elections under a British administration 

rior to 1997, the chief executive should 
selected by consultation. The idea 
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was strongly op d by Hongkong's 
ro-democracy lobby, which said the 
AR chief executive should be elected 
by universal suffrage. 

Political commentators here say the 
BLDC and BLCC are generally viewed 
as being manipulated by Peking and not 
effectively representing the wishes of 
Hongkong people. 

erefore, any proposal to model 
the SAR government organising com- 
mittees along the lines of the BLDC and 
BLCC does little to engender confi- 
dence in the concepts of Hongkong peo- 
ple administering Hongkong after 1997 
and the SAR government enjoying *a 





high degree of autonomy." The latter 
concept is established in the joint de- 
claration. 


A senior Hongkong Government of- 
ficial said it would be best for Lon- 
don and Peking to come to some ar- 
rangement on the transition and warned 
it would not be good for Hongkong to 
have a "shadow government" in the 
run-up to 1997. “The last government of 
Hong ong should be the first SAR gov- 
ernment,” he said. “The Chinese can- 
not rule out British interest, because a 
smooth transition is the business of the 
Sino-British Joint Liaison Group as 
stipulated in the joint declaration." 

In a sign of growing "convergence" 
between Britain and China on direct 
elections to Hongkong's Legislative 
Council (Legco, the law-making body), 
Li said that if the Basic Law allows di- 
rect elections, China will not object to 
Hongkong holding them before 1997. 


Government said Britain is seeking 
Chinese assurance that the Basic Law 
will provide for direct elections so that 
the administration here can make a firm 
commitment on introducing them in 
1991 or 1992 — after the Basic Law has 
been promulgated. 

While Peking was disclosing more 
details of its plans for the future SAR, 
Hongkong Governor Sir David Wilson 
outlined his policies for the territory's 
more immediate future. In his first po- 
licy address to Legco since his arrival 
here in April, Wilson ruled out a long- 
standing Te for a central provi- 
dent fund for Hongkong but proposed 
to increase welfare payments by an 
average of about 10%. He also revealed 
the appointment of a science and 
technology committee to develop 
“scientific ideas of relevance to Hong- 
kong.” 

Wilson confirmed that a commis- 
sioner for administrative complaints — 
a sort of ombudsman — would be 
pointed to investigate charges of malad- 
ministration and that a hospital author- 
ity would be set up to oversee the deliv- 
ery of medical services. He reiterated 
plans for more hospital beds and more 
tertiary education places as well. Wilson 
also painted a rosy picture of the econ- 
omy, but warned of threats of protec- 
tionism, stressing the need to find new 
markets and remain competitive. 

Unlike previous governors, Wilson 
devoted the first part of his speech to the 
"political relationship with China." 
Again on the “convergence” theme, he 
stressed that the drafting of the Basic 
Law will “influence the evolution of our 
own systems before [1997]." 

With Peking erem | to set up a 
shadow government in the form of an 
SAR government organising committee 
in the mid-1990s, and with the Basic 
Law largely defining policies, some 
commentators believe that the Hong- 
kong Government is doomed to become 
the lamest of lame duck governments 
before 1997. The Basic Law would be an 
overriding determinant in major 
policies even before the handover. 

The governor dealt only briefly at 
the end of his Ipsoa with the controver- 
sial question of political reform. He said 
the government would take full account 
of the views of the Hongkong peoe 
but would also give full regard to r 
relevant factors in order not to disrupt 
JE dee and stability. 

he po low-key approach to 
one of the most important issues facing 
Hongkong is seen as a further 
climbdown by Britain in the face of 
Chinese pressure. Political commen- 
tators said Wilson was evidently trying 
to dispel any lingering illusions about 
democracy which were stirred up a few 
years ago by London's pledge to deve- 
lop representative government and Pe- 
king's promise of “Hongkong run Ny 
Hongkong people.” 
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By Michael Malik in Singapore 


«ct (ISA) for allegedly taking part in. a 
Marxist conspiracy, plus an abrupt 
change of emphasis by the government, 
has raised new questions about the seri- 
ousness of the whole espisode. 

_ A total of 22 people were detained in 
two batches in May and June accused of 
being part of a Marxist conspiracy, mas- 
terminded from exile in Britain by 
former student activist Tan Wah Piow, 
aimed at subverting “the existing social 
and political system using com- 
unist united front tactics. with a view 
ablishing, 8. Marxist 
Despite the. seriousness. 
uch accusations, within | 
months of the first ar- | 
ts; 16 of those held had |É 
n released as constitut- 
gno further threat. — ' 
-Perhaps even more sur- 
ung was a speech by (WEIS 
me Minister S. Jaya- | VEN 
mar in Julv in which he Las 
wed that Tan could not 
been anything but the 
ent of an “unseen hand" 
Yom he had not identified, 

_ could be, he hinted, 
the outlawed Communist f 
arty of Malaya. 

- To add to the confusion. 
[ signals coming. from 
‘overnment, First Deputy 
Prime Minister Goh Chok 
Tong. on 19 September — 
only a week before the re- 

| lease of the nine — without 
"mentioning the detentions, 














 ferences of opinion. 


ganisations. 







“he release in September of nine ` 
$ middle-class Singaporeans detained ` 
without trial under the Internal Security - 


< made what to many sounded like a very : 
- conciliatory speech. Addressing himself _ 
to young, educated, middle-class Sin- | 
-gaporeans, he said that perhaps the gov- | 
ernment had been too intolerant of dif- 


| o Little about the group ‘of detainees | 
1 conforms to the type of person expected — 
. to be accused of such a plot. The major- 
ity of them are well-educated young : 
professionals. or graduates, many of | 
whom were concerned with social work | 
and half of them connected with Roman | 
Catholic Church-affiliated grassroot Or- | 


y “and: “Catholic 
incent Cheng — 5 





mer “mastermind? becomes tool of the: unseen hand" 


who in. turn was accused of being under. 


the orders of Tan to organise a network 
of like-ninded young people inclined 
towards Marxism. 

In detail the allegations mainlv re- 
lated to “infiltrating” the opposition 


Workers’ Party (WP) — of which none 


of the detainees was a member — by 


running the party organ Harener; 


politicising the Law Society, and work- 


| ing with a theatre group known as Third 


Stage (REVIEW, 24 Sept.). 

Under the terms of the ISA, which 
allows a month. of interrogation, fol- 
lowed by renewable terms of detertion 
of two vears, the. government does not 


have. to bring any evidence to justify its 


action. 

Prime Minister Lee Kuan Yew, on 3 
June, re-stating the policy on using the 
ISA in preference to bringing the ac- 
cused conspirators to trial, said it was 
not his government's practice to take 
such people to court. As long as it was 
satishec that it had the evidence, he 
said, that was all that mattered. 

“So long as we know it is true, solong 
as there has been no torture, no coer- 
cion, nc distortion of the truth . . . we 
are prepared to act. But we will not act 


5. | . on concocted evidence," he told a press 

sically,. the allegations were. un- ` 

ic, but. principally centred on a 
m ment to » Marxism a dissati fac- | 

yi Sine O inda .. operation to convince. the Singaporean 


conference. 
Nevertheless, the government went 
through an extensive public-relations 


people that the accusations were jus- 
tified. Judging from the widespread 

















scepticism it has: met, especially in more 


~ ployees, there is a general lac 


seer iei iri Mr MAC P PALA AA Th i pli alah Ahan em tar tr t dera fer manere ar tr A PAPA ARAMA AMARA AHO 


u 
successful. Among prof - Sin 
gaporeans, apart from. government em- 

ack of accep- 
tance of the idea that various anti-gov- 
ernment actions by disparate people 












































































constituted a grand Marxist conspiracy. 


The REVIEW also has gathered suffi- 
cient allegations of coerc:on and distor- 
tion of the truth to cas: considerable 
doubt as to whether this part of the 
prime minister's eriteria was fully met. 
The definition of "torture" can be sub- 
jective. The Oxford English Dictionary 
gives several definitions. Apart from 
“inflicting severe bodily pain" the word 
can also mean "severe physical or men- 
tal pain.” Some of the allegations, com- 
ing from detainees themselves and 
those. close to them, if true, would fit 
this definition. 

As part of its public relations exer- 
cise, the government, through the co- 
operation of its Own state-run TV ser- 
vice and the press, bombarded the pub- 
lic with the full weight of 
modera media technology, 
from massive displays in 
the daily newspapers, ac- 
companied by charts illus- 
trating the alleged network 
à of Marxists, down to edited 
E confessional "interviews" 
E with the detainees, during 

which most appeared to 
admit to all or part of the 
accusations against them. 
. At all times in the 
media’s handling of the 
: topic. allegations made by 
the Ministry of Home Af- 
fairs were presented as un- 
questioned fact rather than 
allegations — an editorial 
decision taken at the do- 
minant English-language 
newspaper. The Straits 


after editorial discussions. 

- Simply stated, the gov- 
ernment said it acted to “nip 
in. the bud” a long-term 
plan — the only figures ever mentioned 
are “in 10 or 15 years time" — for Tan to 
returh to Singapore "to capture political 
power." Tan is warted in Singapore for 
avoiding military conscription and the 
government is taking legal steps to 
deprive him of his citizenship under a 
rule which allows this if a Singaporean 
stays abroad for 10 consecutive vears. 


On one vaguely worded statement 


during a TV interview by principal: 


detainee Cheng — now to be held for a 
maximum of two years — suggests any- 
thing which might be considered outside 
the law, apart from vague claims to sup- 
porting Marxism,’ 
is proscribed ii apore: 

Cheng agreed with his questioners 
that through: his social work for the 
Catholic Church's Justice and Peace 
| Commission he had established several 















Times at the highest level 


Theo communist party. 
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| discussion groups which: could possi ly. 
be:turned into pressure groups and a- 
which would, perhaps, 


+% ği 


“power base, 
lead to some kind of political turmoil." 
Cheng said that he personally could not 


handle the idea of turning to violence,’ 


but that he thought that perhaps Tan 


would return or other leaders emerge. 


| "totake care of the problem." 
7 He then agreed, again in answer to a 


| question, that he could have been creat- | 


ing the conditions for violence, but “not 
knowing of the consequences.” 
to explain what he meant by that, he re- 
plied: 


“I would foresee that the. building up. 
of pressure groups would develop to a. | 
stage where they would come into open. 


confrontation with the government. 
This confrontation . . . would start off 
with peaceful protests, public mass peti- 
tions, which could lead further to more 


: mass events like mass rallies, mass dem- 


< Onstrations, strikes, where more people 


| are. mobilised. And leading to public | 
.| disorder and maybe even 


rioting, bloodshed." 

. Much has been made of 
| this, and soon Jayakumar 
- was listing as one of 
Cheng's "admissions" that 
the group's plan was to es- 
calate events "leading..to 
public disorder and maybe 
| even. rioting, bloodshed 


.| and violence." Later a gov- - 


ernment spokesman used 
the .same risp at- 
tributing to Cheng, 
.| though "and violence," 
x were- not Cheng Ss actual 


. .. Bu study of the official 
| trans y makes it clear 
ad Cheng was merely 

| speculating as to a possible 
| consequence. He did not, 
in fact, say that he or even 
Tan were consciously 
working towards blood- 
shed or violence. 

His further statement 
almost immediately. in the interview 
that both he and Tan agreed that any bid 
for power would have to wait until "the 
prime minister is out of the scene,” also 
undermined the credibility of a serious 
plot. Singaporeans are all too familiar 
with the fact that many people dream 
dreams about what may happen when the 
all-powerful figure of Lee is ^out of the 
scene," but they do not amount to plots. 

The Cheng interview and a two- 
part Singapore Broadcasting Corp. 


GFassroots- 
hodies 
sed as 
ressu rg i 
ECOUD 


"documentary" about the alleged Marx- — 


ist conspiracy, in which 18 other de- 


| tainees made brief appearances, formed 
- the centre-piece of the government's 


campaign to justify its use of the ISA. 


On 5 July, addressing a seminar of 


the youth wing of the ruling People's 
Action Party (PAP), Jayakumar made 
i his sudden about-turn. After suggesting 

several explanations : as to who might b be 


Asked 


the communist network. Nor can. Vin- 


entire story. If it is just Tan Wah Piow, minister — more often emphasises t 


Vincent Cheng and the 15 and the six 


. only — there is no serious problem. The 
| government has dealt with tougher men 


with far more cunning minds.” 


Tes abound as to why the previ- 
ous allegation of a serious. threat 
coming from Tan was scaled. down: One 
School of thought has it that the govern- 
ment now feels that it overreacted in the 


first place; another is that building Tan 
up into a serious threat to the state could: 
only benefit a màn who previously had. 


only been taken seriously by himself. 
Goh's.19- September speech tended 
to suggest that.at least he, if not other | 


leaders, sees the. need for the govern- 


ment to be more liberal in its approach i 


jj, Ministry vl 
at Maryisi 


Filipi 
vaa Quwx ,yDIn | 


gate polerisatiof 


rhe * Jere Che tha anh 
1 


to dendi He said that having provided. 


materially for Singaporeans, it had to | 


consider a new phenomenon: the mid- 
dle classes with other than material aspi- 
rations which were not being met. 


-behind the plot; he said dich considera- | 
tions “lead us to conclude that Tan Wah ' 
Piow cannot be the mastermind behind _ 


iot create. Maybe we are over-regul? 
ing people's lives." 
If not unprecedented, Goh's words 


: were unusual for a government which- 
cent Cheng and his group constitute the | 


particülarly on the part of the prim 


. need for discipline than non-comfo 
` mity: 


Ji 
| 
| 
| 
i 


| 


-Another theory for the virtual about 
face is that Singapore was taken aback 
by the reaction outside the country to 
the detentions. London-based- Am- 


nesty International called for the re- 


lease of the detainees and said it had re- 
ports of ill-treatment during interroga- 
tion. 

A total of 39 members of the US 
Congress. signed a letter condemning 
detentions: without trial and 17 signed 
an appeal on behalf of woman lawyer 
Teo Soh. Lung. Several prominent 
Americans also appealed on behalf of 
Harvard graduate Chew Kheng Chug 

“Questions about the detentions wi 

out trial were expected 
be raised in the Europi 
Parliament, which two $ 
gaporean MPs were ti 
tend as observers: No: 
this ‘reaction can help 
f Singapor 
bid to become a region 
nancial, i ica 
_and printing centre. 
^ What has emerged fr 
othe whole exercise 
the 22 are mostly y. 
| professionals believing 
there were- things 
Singapore societ 
could be improved. Mos 
them are Ana tices | 


am ye edm Eon what ti 
E admit in the TV int 
! views, to..be limited 
f cursory reading with n 
suggestion of serious stud 
orcommitment.. 
None of them has sought 
to deny their political activities as stu 
dents, and theirsubsequentinvolvement 


_ in broadly political causes. But none, e 
„cept Cheng in his “confession,” has con- 
. ceded any subversive objective, while 


Addressing the first annual conven- | 


tion of the PAP's youth wing he con-- 


ceded. that he could understand — 


though.not agree with — the opinion of 
some young Singaporeans that the | 


country- was boring, he added: 


growth. and things material. Maybe we 
are too intolerant of differences of opin- 


admitting they may have unwittingly 


, been used by others less well inten- 
| tioned. 


Why would the whole force of the 
state be directed against such people? 


| Since it is based on supposition, nobody 
“Maybe we emphasised too much | 


can contradict the theory that a situa- 


tion which at the moment is non 
| threatening, if allowed to continue, 


: jon, thus causing people to conform and |. 
ae : 4 tainee, while i UE seditious ds 


could become so. Indeed one ex-d 


conceded 


a 'ainst the 22 hardly supports a reasoi 


able suspicion that they represente 


| redi threat. 


SING. ds no doubt me part of 
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exercise was further to test the will of 
the “second-generation” leaders includ- 
ing Goh who are being groomed to take 
over the government. Goh, in a state- 
ment to parliament, said he and others 
had serious reservations about using the 
ISA and about the evidence presented. 
It was, he said, the toughest decision 
they had ever had to make and the first 
time they had been required to consider 
using the ISA. He also revealed tha: the 
ministers came to the conclusion that 
the group did not represent an im- 
mediate threat to state security but were 
eventually convinced that there was a 
long-term threat. 

He then frankly laid out the negative 
effects the group foresaw in using the 
ISA: the accusation of intimidating or 
silencing opposition; the danger of a 
collision with the Catholic Church, and, 
most importantly, a loss of credibility 
with the peopie if the government failed 
to convince them it had acted correctly. 
litical price, he said, would be 
very high and could mean "the end of 
the younger generation.” 

espite these objections, they ac- 
cepted that they should act because 
communist cells were like cancer cells 
and had to be destroyed "before they 
multiply and destroy us.” 

All this still begged the question of 
why the investigation was started and 
why it was put before cabinet at all. But 
taken in the wider Singaporean political 
landscape, the crackdown makes more 
sense. The arrests are believed to have 
been codenamed “Operation Spec- 
trum” since they cut across a wide range 
of socially conscious pe from Law 
Society member Teo Soh Lung — Tan’s 
lawyer, who had already publicly cross- 
ed swords with Lee — through business- 
man Chew to 18-year-old Fan Wang 


Peng, acting president of the Singapore 
Polytechnic Students’ Union. Al three 
are among those now released. 

Seen in an even wider context, some 
observers believe that they were the 
"bottom end” of a consistent govern- 
ment sweep against elements consi- 
dered immediately or potentially hostile 
or politicially embarrassing. These 
range from WP leader J. B. Jeyaretnam 
— who ost his parliamentary seat less 
than a year age ecause of a conviction 
for making a false statement amounting 
to perjury — through the foreign press 
and the Law Society. 


T. foreign press was made subject 
to additionally harsh restrictions last 
year under an amendment to the al- 
ready-stringent press laws, making it 
possible for publications to have their 
circulation limited — a provision al- 
ready used against Time magazine, The 
Asian Wall Street Journal and Asiaweek 
— if considered to have "engaged in 
domestic politics.” All three publica- 
tions were acted against for failing to 
publish government letters in full. 

The Law Society, which had chal- 
lenged the government over the press 
restrictions and made clear its intention 
to express its opinion on government 

licies involving the use of the law, was 
itself attacked. Its president, former sol- 
icitor-general Francis Seow, was strip- 
ped of his presidency under an amend- 
ment to the Legal Profession Act de- 
claring ineligible for office in the Law 
Society anyone who, in the past, had 
been suspended from legal practice. 

According :o this scenario, turning 
its attention on the social and relig:ous 
pressure groups completes the govern- 
ment's programme to pre-empt virtu- 
ally all o>position to the PAP in the run- 


Detention and release 


Arrested at night, some detainees claim harsh treatment 


Bi detained without trial under 
Singapore's wide-ranging Internal 
Security Act — inherited almost intact 
from its British colonial predecessor — 
can be a daunting experience. 

The REVIEW found the few of those 
released from a group of 22 detained 
earlier this year who it was able to con- 
tact visibly nervous, cautious to a de- 
gree and almost cowed. They prefer not 
to answer questions directly, with con- 
stant recourse to the “no comment” for- 
mula — even when, in context, such an 
answer can only serve to confirm that 
the question deserves an affirmative 
answer. 

It appears that those released were 
not required to give a formal undertak- 
ing not to speak to the er but one 
said such an undertaking had been given 
voluntarily. They were required to dis- 
continue any social work with organisa- 


tions named in the alleged conspiracy, 
which has caused at least one full-time 
employee of a Catholic Church secial 
organisation to change employment. 

Under the terms of their release, 
they are also forbidden to leave Singa- 
pore or join any registered society with- 
out permission, and would be liable to 
return tc detention if they involve them- 
selves w th any activity considered sub- 
versive Or associate in any way with any 
organisation propagating Marxism or 
communism. 

Despite the release of 16 of the 22 
within four months, the confessional 
TV appearances and government state- 
ments that they responded well to re- 
habilitation and were unlikely to re- 
sume subversive activities and no longer 
posed a security threat, some questions 
remain Unanswered. 

Since the government denies any tor- 


up to the next general election, not due 
until 1989 but widely expected to come 
during the next year. 

In the last election in 1984. the PAP 
won 62.9% of the votes cast — down 
from their 1980 figure of 75.5% — 
though only losing two of the 79 seats in 
parliament. Analysts have suggested 
that if the same trend continued, the op- 
position could reach a break-through 
point in the first-past-the-post system 
where it could start to win significant 
numbers of seats. 

In its search for ways to stop the op- 
position gaining further ground — a 
process which could lead to the intro- 
duction of confrontational party poli- 
tics, feared as dangerously divisive — 
the PAP has given close study to a plan 
to introduce certain “super constituen- 
cies” which would group three of the 
present parliamentary seats together. In 
order to win all three, a party would 
have to run a team of candidates and 
win an overall majority, making an op- 
position victory more difficult. 

But so far, there spores to be hesi- 
tation in introducing the scheme, partly 
because it would be a major departure 
from Westminster-style democracy, 
and partly, some believe, because of the 





ture or coercion was used to obtain 
statements, why do those ex-detainees 
contacted decline to either confirm or 
deny this? 

Why were statements made in the 
TV broadcasts directly contradictory in 
many cases to signed statements made 
for submission to an Advisory Board in 
petitions for release? 

One of the former detainees 
explained that those free had to con- 
sider the effects any statements might 
have on the length of detention to be 
served by the others. One said this point 
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danger that the scheme could backfire 
and present the opposition with a three- 
seat bonus. 

Political analysts believe there is a 
more than even chance that the PAP 
will, in fact, go to the polls without in- 
troducing the change, taking the oppor- 
tunity to seek a popular mandate for 
constitutional changes if it considers 
them necessary later. Hence the opera- 
tion to suppress any dissent ahead of the 
election. 

The detainees who have been re- 
leased have had to undertake not to re- 
sume any political activity, travel 
abroad or even join a registered society 
without permission. 

Most of the social and student or- 
ganisations they were connected with 
are badly frightened and dispirited. The 
Catholic Church, which officially ac- 
cepted the accusations against its social 
workers, suspended four priests and has 
scaled down its social work, with an 
undertaking that it will keep well away 
from politics (REVIEW, 11 June). 

And a warning in his National Day 
speech in August by Lee about all reli- 
gions avoiding politics has certainly 
been listened to. Two Muslim organisa- 
tions — Perdaus, the Adult Muslim Re- 
ligious Students Association and Per- 

as, the Singapore Muslim Religious 

eachers' Association — have an- 
nounced their intention to withdraw 
from the Central Council of Malay Cul- 
tural Organisations (Majlis Pusat) for 
fear of involvement in politics, despite 
the council's denial of any such involve- 
ment. 

Such action is symptomatic of the 
ultra-caution being exhibited by many 
organisations and individuals on the 
fringes of social work, in the wake of the 
detentions. oO 


had been made by Internal Security De- 
partment officers. 

Perhaps the most revealing answer 
to the question of why a detainee had 
cooperated by taking part in the TV in- 
terview while not believing that there 
had been sufficient reason for being de- 
tained, was: “You have to understand 
how this country is run.” 

What does that mean? Threats of 
further detention? “It is not just oneself 
one has to think about,” this former de- 
tainee replied. 

From various sources, including 
written statements by detainees, the 
REVIEW has compiled allegations about 
how at least some of the detainees were 
treated which suggest that, if true, 
Prime Minister Lee Kuan Yew's ruling 
that there should be “no torture, no 
coercion, no distortion of the truth” 
may not have been observed. All those 
involved are understandably nervous of 
the consequences of revealing details 
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and none wishes to be identified. 
(These allegations were put to the 
Singapore Government, which re- 
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f ment will deal with them.") 


| > At feast three of the female detainees 
_ were slapped in the face during interro- 
| gation if they gave “bad” answers. At 
4 leastonc of them was hit hard enough to 
D | cause visible bruises. 
» Detainees, who had been arrested in 
| théis: homes during the night, were 
I taken, seme blindfolded, to the Whitley 
| Road Detention Centre where - they 
were kost in solitary confinement and 
| under constant interrogation by teams 
: of officers for up! to three days with little 
_ or no sleep. 
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| all suffered from the cold. The. de- 
i tainees, having dressed hurriedly, wore 
"E seved shirts or thin dresses. The 
ers were in heavy clothing. One 
r sent out a request to rela- 
ie be sent the thickest sweat- 
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Ox of six people detained in a 
second swoop on 21 June was Chew 
Kheng Chuan, a Harvard graduate 
| who, with his wife, runs a typesetting 
| business. 
|. He was detained particularly for his 
| involvement with the theatrical group 
| Third. Stage. After 12 weeks of deten- 
| tion and an appearance before the ISA 
| Advisory Board, he was released. 
| . Chew refuses to comment pubiicly 
_ about his detention or his reactions to it. 
_ However copies of two statements have 
| been circulating in Singapore. The 
| REVIEW has verified they were made by 
_ him, though he has not consented to 
_ their publication. 
|, According to legal advice obtained 
| from Singapore and Hongkong, there 
. are no grounds against publishing such 
. statements, nor can there be any sugges- 
| tion. that their publication involves 
. Singapore's national security. The 
_ REVIEW has therefore decided to run 
_ extracts from Chew’s statements. 
| In hs first representation, Chew 
stated that he had never acted in a 
' manner . prejudicial to the security 
of Singapore and was never involved 
' in a Marxist conspiracy to subvert the 
social and political system in Singapore, 
while freely agreeing to his invoive- 
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detainees in the epa have claimed was 
used.. > -— 


» Detainees were made to sit during | 
: Xo with spotlights shining in 


eir eyes so that they could not see 
their questioners clearly. 

During this interisive period of ques- 
tioning, one detainee claimed later to 
have agreed to having attenced a social 
gathering at which she had allegedly 
met and talked to certain people, de- 
spite the fact that in retrospect she could 
not remember this. Having said this in a 
signed statement, ir her TV appearance 
she indicated she couid remember the 
occasion without hesitation. 


fter this first period, a softer ap- 
"a proach was adopted, though occa- 
sionally harsher questioning and condi- 
tions were resumed. The detainees were 
still kept.in solitary confinement. 
They were.required to write a list of 
the names of 200 people they knew and 
then to answer a list of detailed ques- 


tions; Those close:to them say the de- 


tainees claim that often their answers 
were discussed and alternative wording 


was suggested — ard often agreed to — 
which subtly changed the onama mean- 
me ! 
"Once the dist of questions © and s 


answers was completed to the inter- 
rogators’ satisfaction, the detainees 


which Tan Wah Piow was also a member. 

In the second representation, he 
stated that though, as a student, he be- 
came familiar with the theories of Marx 
— as well as “with the writings and 
theories of Hobbes. Adam Smith, John 
Locke, John Stuart Mill, Alexis de Toc- 
queville and Max Weber" — he is not a 
Marxist. He-claimed that. his actions 
should convincingly show. that he is in- 
clined to capitalism rather than Marx- 
ism. After graduation he first worked 


for the Development Bank of Singapore 


and then, two years ago, founded his 
own company. 

Chew then said: 

. ff lam no Marxist, much less in- 
volved in a conspiracy. what am I 
ideologically or politically? I am a 
democrat, a believer in an open and 
democratic polity and in the virtues of 
an open and accountable government. 

“I strongly believe that for society to 
be meaningfully called democratic, in- 
terest and action in politics:cannot be 
the sole prerogative of the professional 
politician. A citizer of a democracy, to 
be worthy-of that society, has 
the right, but in deed the 
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pate in the political life of his or her so- 
agrave danger to democracy | 
to suggest that for one te comment on 
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were taken over them again and again in 
preparation for the TV appearance, it is 


alleged, 
ven then, many times a question 


and its answer had to be shot more than | 
of Vincent 


"confession" 
Cheng, alleged to be the central figure 
the conspiracy, is claimed to have 





T bec n filmed over at least two days, with 
..| the four journalists who put the ques- 
“tions being told to wear exactly the same 








colour shirts each day to suggest it was 
all shot at once: 

Even so, the finished product is far 
from E There are repeated 
sudden cuts en it is far from-clear 


whether Cheng is actually answeting the: 


question which has been heard in the 


“voice over.” At very few points are the. 
four journalists actually seen on screen 


with Cheng. When. the film. cuts to 
them, the colour quality is obviously dif- 
ferent, suggesting that some shots were 
taken at a different time, possibly com- 
pletely separately. 

. There is heavy use of “cut-away” 


shots — cutting to another person while 


the voice continues — which is a well 
known device in TV to disguise editing 
or cuts. 

During most of the interview, words 


| are suggested to Cheng, rather than him 
volunteering them. One example of 
this, taken from the official transcript, is 
glaring: 








troduced him. to the works of Mao | 
Zedong, the following exchange takes - 


place: 


Q: Were you attracted by what you read? 
A: Oh yes, yes. -. 


Q: Soyou were fascinated by the ideclogy? 
A: Iwas, yes. 

. During the first part of the deten- 
tion, several lawyers representing the 
detainees had meetings In an effort to 





coordinate their strategy. There was | 


talk of filing writs for habeus corpus to 
obtain their clients' freedom. But 
gradually, as the interrogations con- 


tinued, instructions from the detainees 


"Having said that Tan Wah Piow i in- 


Se ECCL E O e a E E PM EE M D — 


fering political opinions, one should go 
and form a political party to take o on des 
government! 

“Has the citizen no political v voice, 


| other than a vote once in every four 
years, that cannot be articulated freely | 


and responsibly, but only through the 
medium of a professional politician? 
Such is a situation even more than that 


of the common man’s crippling depen- 
dency on 'experts' — whether plumber 


or temple medium. It will lead to a so- 
ciety where only the authorised, regis- 
tered, professionally affiliated expert 
can comment on the subject under his or 
her purview. 


n such a society, a cabinet minister 


F el 
cM would have ho business comment- 


ing on, say, genetics and procreation, no 
matter how rational or well-meaning. 
For he is a politician, and not a geneti- 
cist, or a marriage counsellor. In such a 
society, we have to sav, however reluc- 


tantly, to the minister, “Take off your 


political cloak. Take it off! Comment on 
procreation issues by all means, but go 
and found an Institute of Genetics, or, 


at the very least get yourself qualified as 


a marriage counsellor, then let us hear 
what you have to say.’ 


“Put this way, the absurdity of want- - 


ing to restrict T ation of citizens in 
political life by asking them to join 


i or found political parties pecomes 





clearer.” 





started to change, Instructions became 


so confusing and contradictory that the 


lawyers saw no point in any further ef- 


fort at coordination and. .Stopped at- 


| tempting to act as a group. 


Eventually, all the detainees decided. 


Later ain his representation, Chew 
said: 

“And what were my actions, espe- 
cially those which have led the govern- 


ment to believe that I was acting in a 


manner prejudicial to the securty of 
Singapore? Here, a general puzzlement 


i-invades. 


“In the last five years, I have been 
exerting myself strenuously in the hope 
of capitalistic promise yet I am accused 
of involvement ina Marxist conspiracy. 

^] do not question the right, indeed 





: for hearings before the Advisory Board 
. to ask for release. Four hearings wer 


$ 
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9 to the board: 


the duty, of the Internal Security De- 


‘partment to question me exhaustively 


on all my past activities deemed to be of | 


‘security’ interest, traumatic as this ex- - 


xerience has proved for ‘myself, my | 
amily, and my business. However, I 


question the justice of my detention - 


after I cleared all doubts and questions — 
regarding m ctivities of seven years - 


ago, and espe a my lack of activities 








former student association: employ 


|! with the Catholic Students’ Society at 
' the Singapore Polytechnic, was denied a 


_ application was made too late. This is 
; under appeal. 


| who are lawyers themselves, instructed 


| cided they would rather conform. to 
| what was required than prolong their ir r 
| terrogation and questioning. 
| made clear to them that the length 
. their detention would depend on he 


| still determine the length of time th 
. would be in custody. Six of the 11 ha 
| already been released. 


judicial to the security of Singapor 


| ously - unfortunate contradiction 
| terms." : 









































TEA taking leżał action to seek th 
release, though five of them did petiti 


held and all four detainees — busines: 
man Chew Kheng Chuan, lawyers ^ | 
Soh Lung and Tang Fong Har an 


Chung Lai Mei — are among those re 
leased. The fifth person, Kevin « 
Souza, a full-time volunteer work 


hearing on the technical ground that the 


Most of the detainees, even thos 


their representatives that they had de 


cooperative they were. 

Although officially it was announce 
after the initial interrogation period th 
Cheng would be detained for two yea 
and another 11 would serve one year 
the detainees were given to understa 
that these were merely maximum. sc 
tences which would be reviewed e 
three months, so their behaviour wot 





— Michael Ma 


these last five years. Is this not an abii 
of preventive detention? is 

“I have always acted to build u 
break down, the body politic. I 1 
never knowingly acted in a mann 


against the interests of our nation: 

if I had acted unknowingly, how cot 
have been involved in a conspira 
This is a simple yet profound and gr 


Addressing the question of what 
would do if released, Chew conclude ^ 


. “My most immediate task would: be 
to attend to the demands of my business. 
which has been disrupted but is now 
being managed, with tremendous pres- 
sure placed on her shoulders, by my 
wife, who is the other managing part 
ner. 

“I have been sufficiently discouraged 
by my arrest and detention from wishin: 
to continue living out my political be 
liefs of free association and responsibl 
participation in the political process 1i 
Singapore, outside of being a profes 
sional politician. 

“My crime it appears, is one of as- 
sociation. I consider it an insult that E 
might have been acting on the instruc 
tions of anyone. I am not the cancer th 
can easily reproduce itself but the fait 
_ ful healthy organism that got blast 
| the res chemotherapy that 





















ho, as they say, needs it? T 
ht to do my little bit asan e 
izen in a democratic: society. Tt 
le that I had not even begun to 
ek public re cognition for my efforts, 
alone the attentions of the Internal 
security Department (ISD). If I had felt 
juite safe, it was because I was no com- 
unist, pro-communist nor communist 
: sympathiser. 
. "In their conduct of my interrbga- 
| tion, the ISD has said that I was forth- 
coming. It is not difficult to understand 
. Why I was so forthcoming. LH had nothing 


























g en 1 by all the five older Asean 
nments for enacting internal secu- 
"which provide for preventive 
- without trial. History has 
| them different forms of govern- 
"but whether under military rule or 





T ods of dealing with “the enemies of 
e people." 


October, a gathering of about. 10 
an human-rights lawyers and work- 


presented — concluded that it was im- 
portant to cifferentiate between the 
security of the people and the security of 
the state, not necessarily the same 
ing. The concept of security of the 
ple, however, automatically raised 
he question. “security from whom?" 
.one delegate commented. In many of 
the instances the participants described, 
the citizen's right to a trial was denied 
them by the state itself. 

-.- Indonesia s enemies of the state, for 
instance, fal: into five categories — 
communists, Islamic radicals, other rad- 
acals, liberals and former, dissatisfied 
Officials such as retired generals, civil 
 Servants and university professors, said 


former detainee: “In such an atmo- 
sphere, there is no choice but to remain 
silent," he added. 

-. This "culture of silence". was re- 
 peatedly cited by the speakers as a 
major reason governments could main- 
such, laws. Some end d In- 






 bureaucracy, each has its own 


— Brunei was the only member not - 


Indonesian lawyer John Y ap, hiniselfa | 


might be used against them. 
*But even this 


the arrest of my wife and indefinite de- 
tention for myself. To be a rebel without 


a cause is foolish enough; to be a martyr | 
without one is murderously stupid. 1am | 


neither the former nor wish to be the lat- 


ter. I shall become like other Singapo- | 


reans — eschew politics — and pursue 
wealth.” 


must have a permit to visit villages or to 
hold assemblies of more than five peo- 
ple. 
More importantly, the concept of 


opposition. is foreign to Indonesian, 


especially Javanese, culture where one 


must strive for harmony in life through 


musyawarat (discussion and consensus), 
added: Abdul Hakim Nusantara, head 


| of Indonesia's s Legal Aid Foundation. 
- At a low-key Asian Human Rights 
mmission workshop here from 5-8 


of 250,000 is able to control a 
population of 170 million. 

.In contrast, the Philippine army was 
helpless when the people took tc the 
streets to overthrow former president 
Ferdinand Marcos after nine years of 
what he himself had termed “constitu- 
tional authoritarianism,” reminded 
Sonja Paras Morch, a lay worker for 
the Philippines’ Protestant Lawyers 
League During that time there were 
161 documented cases of priscners 
being .“salvaged” — the euphemism 
coined for executions without trial. 
There were also 12 cases of “involuntary 
disappearance” in the first six months 
after the 1981 lifting of martial law. she 
added. 

Although President Corazon Aqui- 
no released many political prison- 
ers, some remained, and some others 
were arrested after she came' into 
power, said Morch. 





U nde: the civilian governments of Ma- 
láysia and Singapore, the Internal 
Secuntv Act (ISA) remains the most 
obvious method of preventive deten- 
tion. Since independence, the Malay- 
sian Government has used it against 
nine..categories of perceived public 
enemies: political opponents within and 


. outside the ruling parties, trade union- - 
ists, student activists, university lec- 


turers, religious extremists, journalists, 


| lawyers and economic saboteurs, said 
-Malaysian lawyer. Tommy Thomas. In 
1986, Malaysia’s ISA detainees - 


red 21, down from 600-700 in 1981. 





Ta for. My only fear was to irresox n- 
| sibly implicate friends where I had no | 
. control over how the information I: gave | 
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last reservation | 
. evaporated when I was threatened with | 


; UEM 


The most dramatic use of the ISA in 
recent years was probably the Singa- 
pore Government's arrest of 22 lawyers 
and Christian workers in May and June. 

Despite Prime Minister. Lee Kuan 


Yew's argument that he would not — 


“allow subversives to get awav by insist- 
ing that I [have] go: to prove everything 
against them in a court," the ISA is also 
used where the state clearly had the 
needed evidence. said lawyer Francis 


Seow. An example was that of four 


Malay men, arrested under the ISA for 
allegedly.preparing to stir up communal 
hatred and clashes. A cache o? arms was 
also found. Since they also publicly ad- 
mitted their guilt there would be evi- 
dence enough, yet still they remained i in 
detention without trial. | 

While the ISA may be the more re- 
nowned, it was not Singapore's only 
avenue for "arbitrary arrest and detention 
without trial during peacetime," said 
another Singapore-based lawyer, Su- 
bhas Anandan. It also could use the Crim- 
inal Law (Temporary Provision) Act, 
usually used in drug or triad-related 
cases, to protect witnesses. Introduced 
in 1955, the ordinance was supposed to 
have lasted for three years. Instead, 32 
years and 25 amendments later, the re- 
vised Act contains an entire new sec- 
tion entitled “Detention [Without 
Trial]." 

Under the act, the home minister 
need only be satisfied that a person has 
been "associated with activities of a crim- 
inal nature," to have him detained for 
up to one year or have him placed under 
police supervision for up to three years. 


. The definition of criminal activities are 


wide, as are the minister's discretionary 
powers in determining what constitutes 
association and how far back into a per- 


son's past such associations may be 


deemed to have relevance, said Subhas. 
In addition, the president may ex- 
tend such detention indefi 





ütely, fora - 


year at a time, so that more than half | 
serve at least. five years and some de- | 


tainees have been held for more than 12 





years: 




























































Generation 3 
and beyond. 


The A320 Airbus represents more 
than a generational leap forward 
in advanced flight technologies. 

It symbolizes an important new 
way of thinking about how aero- 
space programs can be managed, 
today and in the future. 

Partnership is the key. 

Four major European companies 
helped build the A 320. 

A worldwide network of second- 
tier partners made vital technological 
contributions to the program. 


A 320 will be powered by 
GE/Snecma and International Aero 
Engines, both cooperative ventures. 

And a significant percentage 
of the A 320 is made in the USA. 

As prime technology architect for 
A 320's advanced cockpit and fly-by-wire 
concept, our unique store of experience 
at making partnership programs work 
has helped make Generation 3 a reality. 

Now, with your help, we'd like to 
go beyond. 

And make Generation 4 a reality, too. 

us ys. 
Ospa 
serospatiok 
serospariale 
wrospatic/ 
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that's special. that’s aerospatiale. 


37, bd de Montmorency - 75781 Paris Cedex 16 - France 
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EXACTING STANDARDS Key components of 
every Cross writing instrument are machined to 
the same degree of cccuracy: one one-thousandth 
of an inch, Craftsman shown inspecting 14 karat 
gold fountain pen. 


The result of over 140 years of 
dedicated craftsmanship in the art of — 
creating fine writing instruments is 
teadily apparent in every Cross, 

Our writing instruments meet 
standards of care and precision that 
are usually only reserved for the 
making of fine jewelry and time- 
pieces. While there certainly are many 
other brands of writing instruments 
from which to select, there is only 
one Cross, Timeless design. Meticu- 
lous finish. Flawless mechanical 
function. Since 1846, our testament 
to quality guarantees that a Cross 
possession is cne for a lifetime. After 
all, at Cross, quality means forever. 


CROSS 


SINCE 1846 


Shown above: Our 14 karat rolled gold ball point pen and mechanical pencil. 
All Cross writing instruments are unquestionably guaranteed against mechanical failure, regardless of age. 





JAKARTA 

Some people say ils the 
business facilites. others 
say its the 23 acres of 
Gardens but mos: of the 
clients jell us it s the line 
food and the friendly stat 
that keep them coming back 
again and again 

Behrouz Tamdjidi 
General 


Manager 
Borobudur Inter-Continental 
Jakarta 
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At good hotels, guests come and go. 
At great hotels, quests come and go and then return again and again. 
At Inter-Continental Hotels, three out of four guests are so impressed with 
the luxury of our service, dining facilities and exquisite rooms that they return again and again 


So come to Inter-Continental 


For unsurpassed staff, tor unforgettable meetings. for marvelous locations, 
for beautiful restaurants, for an incredible vacation, for real relaxation 


and a genuine welcome . 


Inter-Continentel, again and again. 


For reservations, please call any one of our 100 hotels worldw:de or see your Travel Agent. 


MANILA 

Above all our many tine 
assets, the warnmtri 
efficiency of our stat 
creaies that Special Home 
Away From Home 

amb. ence which inspires our 
quests to return again and 
again 

Eric Pruefer 

General Manager 

Manila Inter-Continental 
Manila 


SINGAPORE 

The Pavilion Inter- 
Continental's fine reputation 
iS a result of the friendly 
courteous and efficient 
service provided by Our 
employees. it is for this 
reason that 70% of our 
guests return again and again 
Andrew Quinian 

General 

Pavilion Inter-Continental 
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BANGKOK 

We cail ourselves tne 
Business Resort 
We re ight in the centre of 
town, yet were a low-rise 
hotel surrounded by 26 acres 
of cardens. This, together 
with our warm traditional Thai 
hospitality, is the reason why 
our Quests keep coming 
back 
Daniel Desbaillets 
Geners! Manager 
Siam Inter-Continental 
Bangkok 


SYDNEY 

The historic architecture of 
the restored treasury 
bu'tdings combined with the 
most modern facilihes and 
personalised service create 
Ihe idea! business address 
in Sydney 








PICTURE YOURSELF IN THE SQUARE 


Exchange Square is the most significant office development ever undertaken in Asia. 
It s a magnificent three-tower complex. Clad in Spanish rose granite, 
American glass and West German stainless steel. 

1.55 million square feet of space on the last remaining watertront site in the 
Core Central business district of Hong Kong. 

Home of Hong Kong's Steck Exchange. With a tenant list that reads like the Fortune 500. 
Supe-b facilities including integrated telecommunications and data systems. 

One and Two Exchange Square are already fully leased. But Three Exchange Square 
will be ready tor occupation early 1988. 

It you'd like to tzke a closer look at the Square, now 's the time to do it. 

After all, it pays to address yourself properly. 


For leasing information, please contact: 
Hongkong Land (tel: 5-8428288, telex: HX75102) or 
Jones Lanz Wootton (tel: 5-217171, telex: HX 7424 7). 
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CAMBODIA 
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Peace or propaganda? 


Phnom Penh offer could indicate movement on conflict 


By Murray Hiebert in Bangkok 

he Vietnamese-backed Cambodian 

regime has for the first time publicly 
offered resistance leader Prince Noro- 
dom Sihanouk a ranking government 
job in a new peace proposal aimed at 

rojecting an image of flexibility in the 
ead-up to the annual UN debate sche- 
duled for 13-14 October on the nearly 
nine-year-old Cambodian conflict. 

Phnom Penh included the proposal 
in a five-point peace plan announced by 
its news agency SPK on 8 October. 

Analysts here view Phnom Penh's 
offer as an attempt to entice Sihanouk 
to return to Cambodia and split with the 
UN-recognised anti- Vietnamese Demo- 
cratic ampuchea coalition gov- 
ernment — made up of the three resist- 
ance factions fighting the regime install- 
ed in Cambodia after a Vietnamese in- 
vasion in 1979, Sihanouk stepped down 
for a year in May as leader of the coali- 
tion. 

Phnom Penh's latest proposal also 
offered for the first time to hold elec- 
tions with foreign observers to set up a 
coalition government *to build a peace- 
ful, independent, democratic, neutral 
and non-aligned Cambodia." The inclu- 
sion of the word "neutral" in addition to 
the old formulation “non-aligned” was 
seen as an interesting change by US 
analysts. | 

ese elections would follow a com- 
eee Vietnamese troop withdrawal 
rom Cambodia at the same time as 
foreign aid was cut to the resistance 
groups fighting the regime in Phnom 
Penh, the SPK report said. 

Phnom Penh promised a role for “in- 
dividuals and groups from the opposi- 
tion, with the exception of [the Khmer 
Rouge's] Pol Pot and some of his closest 
associates . . . to take part in the recon- 
struction of Cambodia." 

Officials of the Vietnamese-backed 
pon have recently told dip- 
omats in Phnom Penh that Pol Pot's 
"closest associates" include four people 
— his wife Khieu Ponnary, Ieng Sary 
and his wife Ieng Thirith, and Nuon 
Chea. 

The proposal also called for *direct 
or indirect negotiations to transform the 
Cambodian-Thai border into a border 
of peace and friendship," offered to talk 
with international organisations about 
the repatriation of the 260,000 Cambo- 
dian refugees living in border camps and 
proposed an international conference to 
guarantee a settlement. 

Vietnam's other opponents have 
shown little interest in Phnom Penh's 
latest overtures. Thailand, which backs 
the anti-Vietnamese resistance, im- 
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mediately rejected border talks. The 
Khmer Rouge and the anti-communist 
Khmer People's National Liberation 
Front (which with Sihanouk's faction 
make up the coalition), as well as China, 
which provides arms to the resistance, 
have in the past rejected any talks which 
do not include Vietnam. 

Phnom Penh's five-point proposal is 
seen as part of a series of recent dip- 
lomatic steps by Hanoi and its Cambo- 
dian ally aimed at creating an image that 
they are flexible while their opponents 
put up obstacles to a negotiated settle- 
ment: 
> The two governments accepted an In- 
donesian proposal in July for *cocktail- 
party" talks between the Cambodian 
factions, for the first time responding 
positively to an Asean initiative for re- 
solving the Cambodian conflict. Hanoi 
and Phnom Penh later ! 
rejected Asean's revi- |I 
sions to. the origin- 
al agreement, though 
Asean has since accepted 
the idea of an initial in- 
formal meeting of Cam- 
bodian factions. 

» The Indochinese dep- 
uty foreign ministers an- |: 
nounced in vei Sep- 
tember that they had ac- 
cepted an Indonesian 
proposal to invite observ- 
ers to witness a Viet- |; 
namese partial troop 
withdrawal ^ scheduled 
for November. Dip- 
lomats here report that 
Vietnam has approached 
a range of capitalist and 
non-aligned countries, 
including some opposed 
to its occupation of Cam- 
bodia, to observe the 
pull-out. 

» In late September, Phnom Penh's 
Premier Hun Sen for the first time de- 
clared that the Khmer Rouge could 
have "a role to play in the solution" and 
said he was willing to talk with their 
leader Khieu Samphan about the form 
of government, the constitution and the 
country's foreign policy. 


» Nayan Chanda writes from New York: 
While Hanoi's and Phnom Penh's step- 

d-up public diplomacy on the Cam- 

dia issue is as old as the conflict itself, 
US and Asean officials nevertheless de- 
tect signs of movement in both the latest 
Phnom Penh statement and behind- 
the-scene talks between the parties. 
There are also signs that China has 





changed its position significantly. 

Asean officials view the proposal 
from Phnom Penh with some scepti- 
cism, coming as it did on the eve .of the 
UN General Assembly debate on Cam- 
bodia, which both Soviet and Vietnam- 
ese delegates were scheduled to partici- 
pate in after boycotting it for five years. 

But at the same time, Asean and US 
officials note that by making the offer in 
black and white Cambodia has taken a 
step forward. 

owever, sources say that more 

significant than the semantic modera- 
tion coming from Hanoi and Phnom 
Penhis the unpublicised softening of the 
positions of both sides and quiet dip- 
lomatic moves. (In what appears to 
have been the first high-level meetin 
between an Indian official an 
Sihanouk, Minister of State for Forei 


Affairs Natwar Singh met the prince in ~ 


New York on 5 October. India is the 
only non-communist country which rec- 
ognises the 3s dori regime.) 

In addition, both Asean and China 
have shed their earlier objection to 
Sihanouk meeting alone with Hun 
Sen and have now endorséd such a 
meeting, which could take place in Paris 
in November. 

Sihanouk also ap- 
pan to have convinced 

S Secretary of State 
George Shultz, who 
has been unenthusiastic 


proposal, about the use- 
fulness. of such a move. 
In a meeting with Shultz 
in New York and later 
with US Ambassador to 
the UN Vernon Walters, 
Sihanouk outlined the 
scenario of total Viet- 
namese withdrawal fol- 
lowed by essentially a 
Sihanoukist-People's 
Republic of Kampuchea 
coalition under his 
leadership which would 
prevent the revival of 
the Khmer Rouge, a 
source said. This plan 
may not be so utopian; 
both US and Asean 
sources told the REVIEW that Peking 


has significantly modified its stance on — 


the Khmer Rouge. 

In the past China said that it did not 
want to see Khmer Rouge "predomi- 
nance" in a future Cambodian govern- 
ment. But recently, Chinese Foreign 
Minister Wu Xueqian told the US and 
Asean that in the new government the 
"mainstay of power" should be neither 
the Heng Samrin group nor the Khmer 
Rouge. In an interview with the 
REVIEW after the conclusion of an offi- 
cial visit to Washington, Lao Vice- 
Minister for Foreign Affairs Soubanh 
Srithirath said that he had been in- 


formed of an “enormous change" in the - 


Chinese position. oO 





about the cocktail-party 
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JAPAN 


the top job ap 


Three is a crowd 


Ruling LDP leadership contenders are set for a run-off vote 


By Charles Smith in Tokyo 


apan's three-cornered struggle for 
the succession to Prime Minister 
Yasuhiro Nakasone entered its final 
stage on 8 October when Noboru 
Takeshita, Shintaro Abe and Kiichi 
Miyazawa entered their names as candi- 
dates for the ruling Liberal Democratic 
Party (LDP) presidency — the office 
which automatically confers the pre- 
miership on the man who hoids it. 
Attempts by the three to agree 
among themselves on who should take 
red to be getting 
nowhere during the second week of Oc- 


tober, making it likely that a two-stage 
- election — in which the 445 members of 


the parliamentary LDP would first de- 
termine the top two contenders and 
then decide between them — will have 


_ to be held on 20 October. 


Despite this, all three *new leaders" 
scemed determined to play down the 
impression of a power struggle. In a 
joint press conference held immediately 
after the campaign kickoff, each of the 
three identified the same major issues 
— tax reform, land policy and relations 


with the US — as the main challenges 
likely to face a 


t-Nakasone cabinet. 
riticism of the outgoing cabinet, a 
normal feature of previous LDP leader- 
D struggles, appears to have died out 
with the withdrawal of Susumu Ni- 
kaido, a close associate of former pre- 
mier Kakuei Tanaka. Nikaido had 
stumped the country, denouncing the 
“ineffectiveness” of Nakasone’s econo- 
mic policies before failing to put to- 





J 


only just managed to deflect some of the 
growing Western criticism that Tokyo is 





gether the necessary minimum 50 LDP 
parliamentarian signatures to back his 
candidacv. 

The stress on harmony and con- 
tinuity which has marked the LDP 
leadershi» campaign so far does not 
mean that there is any lack of tension 
behind the scenes. Since each of the 
three leaders controls a single party fac- 
tion — ranging in size from the 118 
members of  Takeshita's Keiseixai 
group to the 86-member Abe faction — 
success will depend to a crucial extent 
on which of the three manages to attract 
the support of non-committed groups, 
such as the 87-member Nakasone fac- 
tion, in the 20 October election, or in 
preceding rounds of horse-trading. 

A three-faction coalition consisting 


Dodging verbal mines 


Japan adopts 'passive' measures t» help Gulf shipping 


By Nigel Holloway in Tokyo 
apan's measures to help the naviga- 
tion of ships through the Gulf have 


getting a “free ride” in the area. If at- 
tacks by Iran and Iraq on Gulf shipping 
intensify, Japan will come under 
stronger pressure to do more than what 
Japanese officials have descnbed as “ap- 
propriate . . . at this point." 

A Japanese official who watches the 
Middle East called the steps “modest 


and passive." Only one of the measures - 


has a direct bearing on the Gulf itself — - 


d funding the installat:on of radio 
aids to help ships more accuratelv navi- 


‘gate the narrow waterways. The other 


measures are: a US$200 million untied 


. President Reagan at a peu 


loan to Oman and US$300 million of 
economic assistance to Jordan; up to 
US$10 million towards UN mediation in 
the Iran-Iraq War, and a greater con- 
tribution towards maintenance of US 
forces in Japan. 

Tokyo has ruled out sending ships or 
personnel to the region to join the US 
and its European allies which alread 
have an armada on patrol in the Gulf. 
Prime Minister Yasuhiro Nakasone told 
in New 
York in September that Japanese 
minesweepers would not be sent to the 
Middle East. 

Nakasone wanted a decision on Gulf 
measures before stepping down as 


|, prime minister at the end of October. 


of the Takeshita and Abe groups plus 


the 31-member Komoto group— led by 
Toshio Komoto, a former Spadership 
contender who is not now in the running 
— has been widely mooted as a winning 
combination, largely because it would 
command an overall majority of the 445 
LDP's parliamentary membership. But 
the Abe-Takeshita-Komoto bandwa- 
gon seemed to have struck an in- 
superable obstacle by early Octo- 
ber in the shape of a refusal by each 
rotagonist to stand down in the other's 
avour. 

Abe-Takeshita talks, which were 
held on 11 October in an attempt to ce- 
ment the alliance, were described as 
“extremely tense” by journalists close 
to the leaders. After the meeting Abe, a 
martial-arts enthusiast, said the discus- 
sion was like a kendo match, with both 
sides getting in a number of hits but with 
no match-winning points. 


he failure of Abe and Takeshita to 

put together a water-tight alliance 
means that Miyazawa, the oldest and 
most experienced of the candidates — 
and the one favoured by businessmen 
and bureaucrats — still has a chance of 
winning a run-off vote in the 20 October 
election with the support of the 
Nakasone and Abe factions. This as- 
sumes that Abe places third in the initial 
elimination round of the election. But 
election scenarios put together by the 
Japanese mass media in the first week of 
the campaign were tending to present 
Miyazawa, for all his experience, as the 
weakest candidate. 

Miyazawa’s clear ideas and brilliant 
exposition in the field of economic po- 
licy are not matched by backroom poli- 
tical skills of the kind needed to get to 
the top in the LDP. Another Miyazawa 
“weakness” in the opinion of some com- 
mentators is that he reputedly does not 


He hoped that his association with the 
measures would soften any possible US 
criticism of them and ensure that an an- 
nouncement was not delayed by the 
leadership change in the ruling Liberal 
Democratic Party. 

Any decision to send minesweepers 
to the Gulf would have led to a furore in 
Japan. The 1947 constitution renounces 
war and outlaws collective self-defence, 
but Nakasone has strongly defended the 
constitutionality of the navy moving 
outside the 12-mile territorial limit in 
time of war to support US forces de- 
fending Japan. He even said in partia- 
ment in August (REVIEW, 10 Sept.) that 
sending minesweepers to the Gulf 
“would not constitute a use of military 
force," but added that he did not intend 
to do so. 

A range of options were discussed by 
the government. Unconfirmed reports 
said Nakasone was in favour of sending 
civilian patrol ships from the Maritime 
Safety Agency, but other senior figures, 
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et on with Takeshita, a man who is 
ikely to continue to wield power in the 
post-Nakasone era because of the sheer 
size of the battalions that he can muster 
inside the parliamentary LDP. 

One widely circulated rumour sug- 
gests that Nakasone has already de- 
cided to back the “amenable” Abe 
rather than Miyazawa in the final stages 
of the campaign, on the grounds that a 
Miyazawa cabinet would be more likely 
to split the party, and more likely to go 
its own way in defiance of advice from 
party elders, than one led by Abe. 

Nakasone is said to dislike Takeshita 
and to see him as the least qualified of 
the new leaders. But memories of how 
the Nakasone cabinet itself was created 
in 1982, with the support of the massive 
Tanaka faction — the direct predeces- 
sor to Takeshita's Keiseikai group — 
could. prevent him from indulging his 
personal feelings. 

The prime minister could conceiva- 
bly support Takeshita if he sees this as 
the only way of retaining a vestige of in- 
fluence on a -Nakasone govern- 


ment and if Takeshita looks set to win 





reportedly led by chief cabinet secretary 
Masaharu Gotoda, scotched the idea. A 
Foreign Ministry spokesman stated dur- 
ing the long deliberations that a group 
was studying a proposal to directly con- 
tribute towards the US cost of patrolling 
the Gulf. This was also dropped and the 
government opted instead to pay more 
towards maintaining US forces in 
Japan. 

But even this decision is less than 
simple. Under the US-Japan Status of 
Forces Agreement, Tokyo has paid to 
renovate old US billets in Japan, build 
new family housing and pay some of the 
labour costs of employing Japanese on 
the bases. This is expected to come to 
about US$2.38 billion in the year to 
March 1988 and any further large in- 
crease is likely to mean renegotiating 
the agreement. 

Japan has tried without success 
to act as mediator between Iran and 
Iraq in efforts to end the seven-year- 
. old war, and these new measures will 


anyway. Nakasone's personal hatred 
for Takeo Fukuda, a former prime 
minister who is Abe's mentor and who 
has for years been an unwelcome rival in 
the same multi-member lower house 
constituency in Gumma prefecture, is 
another reason why Takeshita might 
conceivably appear as the least of vari- 
ous evils when the time comes for 
Nakasone to cast his vote. 

The probability that either Takeshita 
or Abe will succeed Nakasone means 
that there is likely to be a sharp change 
of style, if not content, when the new 
cabinet takes over in early November. 
Nakasone's idential style of leader- 
ship, which depends heavily on personal 
charisma and which appears to have 
made public opinion polls as the key test 
of the government's success, is alien to 
Takeshita, who sees himself as a “con- 
sensus man" operating behind the 
scenes to ensure smooth acceptance of 
policies drafted by bureaucrats. 

Abe has been less explicit in disas- 
sociating himself from the Nakasone 
style, but even close friends doubt whe- 
ther he has the flair to carry it off. He 
projects amiability and sincerity rather 
than dynamism — qualities which may 
not necessarily convince foreigners that 
Japan is moving fast enough to tackle 
some of the key trade and economic is- 
sues that have caused trouble with the 
West. 

The issue of style could be crucial 
to the success or failure of a post- 
Nakasone administration, but local 
political commentators are probably 
right in suggesting that the issue will 
matter more outside than inside Japan. 
Within Japan, there appears to be 
less doubt than abroad about the case 
for "change for the sake of change" — 
the only real argument for getting rid of 
the five-year-old Nakasone administra- 
tion. F] 


make it more difficult for Japan to 
appear neutral. Iraq has not com- 
mented on the scheme, while Iranian 
President Ali Khamenei said the moves 
were not in keeping with Japan’s tradi- 
tional policy. An Iranian craft attacked a 
Japanese oil tanker in the Gulf the day 
after Tokyo declared its decision, but 
official sources here have played down 
the incident. 

Foreign Minister Tadashi Kuranari 
visited Teheran in June and Baghdad in 
September, but these did little to add 
credibility to Japan's Middle Eas: pol- 
icy. Japan's economic clout may have a 
more tangible effect. It imports more 
than a third of all the oil shipped 
through the Gulf and 55% ofits supplies 
come from the region. Japanese trading 
companies are reported to have re- 
quested discounts on Iran's official oil 
ign and they may cut purchases in the 

ope of forcing the Iranian revolution- 


ary guards to stop their attacks on Ja- 
panese ships. o 





THAILAND $ 
No-gono- - 
confidence bid 


Oppositionists are divided on 
move against minister 


By Paisal Sricharatchanya in Bangkok 
Ithough standing a slim chance of 
success, a no-confidence motion 

against Commerce Minister Banharn 

Silapaarcha, which was submitted on 7 


October by the parliamentary y ees | 
agile 


tion, is likely to put to the test the 

unity of Thailand’s 14-month-old coali- 
tion government. While the minister 
has been singled out as the lone target, 
opposition MPs may also exploit the 


same debate to discredit the administra- 
tion of Prime Minister Prem Tin- 


sulanond. 

The opposition is attacking Ban- 
harn, also the Chart Thai Party sec- 
retary-general, on two counts: alleged 
massive vote-buying in a 13 September 


_ by-election in the northeast, in which a 


Chart Thai candidate won by a land- 
slide, and suspected irregularities in the 
awarding of a large port-construction 
contract on Thailand's eastern coast. 


| The House of Representatives has ten- 


tatively set 21 October for the no-confi- 
dence debate. 

Four days after the 13 September by- 
election in Yasothon province, the Eng- 
lish-language Bangkok Post published a 
document which purportedly showed 
the Chart Thai Party spending almost 
double the Baht 350,000 (US$13,556) 
campaign-fund limit permitted by law. 
The Chart Thai MP whose name ap- 
peared on the expenses list has denied 
any knowledge of the apparent viola- 
tion of the law. Banharn, accused be- 
cause he was Campaign manager in the 
by-election, also denied knowledge of 
any violation. 

Large-scale vote-buying has become 
common in recent Thai elections and 
the Yasothon by-election, as well as 
another vd genome in nearby Surin pro- 
vince on the same day, in which another 
dia: nad qam candidate from the 

assadorn Party won, was not excep- 
tional. 

In newspaper interviews, Banharn 
also defended himself against the Laem 
Chabang port contract allegations. The 
bidding for the Baht 2 billion project 
was won by Ital-Thai Development 


Corp., a large Thai construction firm - 


acting in a joint venture with two Japan- 
ese groups. The contract award prompt- 
ed a strong public protest by the South 
Korean Hyundai group, whose bid was 
about Baht 50 million lower. Thai and 
Japanese officials — the latter involved 
in project financing — subsequently 
claimed that Hyundai's proposed en- 
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gineering technique was not acceptable. 

Apparently anxious over the politi- 
cal heat stirred up by Hyundai, Banharn 
ordered a last-minute postponement of 
the contract signing, scheduled for 2 Oc- 
tober. But after hours of frantic high- 
level consultations, Deputy Prime 
Minister Bhichai Rattakul, who was in 
charge while Prem was out of the coun- 
try, intervened and ordered the contract 
signing on the same evening — arguing 
that any delay would cast Thailand in a 
bad light in the eyes of foreign investors. 

Although Prem, as head of the gov- 
ernment, theoretically could be held ac- 
countable on the vote-buying charge, 
opposition sources conceded that “the 
timing is not conducive to move against 
him.” These sources made no secret of 
their concern that another attempt at a 
no-confidence debate against the prime 
minister would fail as it did earlier, 
when 15 of the 84 signatories in the mo- 
tion crossed the floor at the last minute, 
to trap, dp move (REVIEW, 7 May). 

ile the opposition alliance is cred- 
ited with engineering the ousting of 
two ministers late last year, Banharn 
may prove a tougher nut to crack. A 
staunch supporter of Prem, the minister 
is known to command a wide following 
both inside and outside his party. 

The lack of unanimity within the op- 
position is hurting its chances of having 
any real impact. Of the 112-strong al- 
liance, 84 MPs have signed the motion. 
One opposition leader is boycotting the 
motion because his proposal to include 
Commerce Minister Montri Pongpanich 
in the same bid was not accepted. Other 
oppositionists question why Finance 
Minister Suthee Singsaneh is not in- 
cluded in the no-confidence bid. The 
two ministers have been implicated in 
controversies over agricultural trade 
and the state lottery, respectively. 

Political enemies of Banharn within 
the ruling coalition are also a potential 
source of support for the opposition's 
bid. 

The opposition stands little chance 
of succeeding in its no-confidence bid 
when the figures alone are considered. 
Some 174 votes, or more than half of the 


oust the minister. But some believe that 
Banharn may be forced to follow in the 
footsteps of former commerce minister 
Surat 
cial supporter of the Social Action 
Party, as Banharn is to Chart Thai. sur- 
vived a no-confidence motion last year 
with an embarrassingly slim victory and 
was subsequently pressured to resign. 
Whatever the outcome, et "age 
leaders claim they are politically obli- 
gated to push ahead. “We are giving top 
priority to the blatant vote-buying. This 
practice is tantamount to destroying our 
entire democratic system. If we don't 
expose it, it can become a chronic dis- 
ease,” said Boonchu Rojanastien, a 


* former deputy prime minister and now 


head of the Community Action Party. Ll 


MACAU 


Constructing the future 


The Por:uguese wrestle with reunification problems 


3y Emily Lau in Macau 


T Portuguese administration in 
Macau is getting down to the com- 
plex task of preparing for reunification 
with China in 12 years’ time. The Sino- 
Portuguese joint declaration on the en- 
clave's future, signed on 13 April this 
year, states that Macau will become a 
special administrative region (SAR) of 

hina on 20 December 1999 and will be 
run by Macau people. 

As in the neighbouring British terri- 
tory of Hongkong, which is schedulec to 
revert to China in 1997, Macau is to 
enjoy “a high degree of autonomy, ex- 
cept in foreign and defence affairs." 

On the enclave's agenda are a host of 
seeminglv intractable problems includ- 
ing: localisation of the civil service; pro- 
moting bilingualism in the government 
and legal profession; constitutional re- 
forms; and the major infrastructural 
projects of building an international air- 
port and a deep-water harbour. 

Macau has an area of 15.5 km? and a 
population of 450,000 — 97% of whom 
are ethnic Chinese. The problems of 
transition here are considered less 
daunting than those of Hongkong, 
given the enclave's smaller population 
and muca less developed socio-political 
and economic structure. 

Nevertheless, Macau's task is for- 
midable. In the civil service, ethnic 
Chinese are almost completely 
excludec from the middle and top 
ranks. Of Macau’s 30 lawyers, there is 
not a single Chinese. Unlike in Heng- 
kong, where many local civil servants 
and professionals are fluent in English, 
most Chinese in Macau do not know 
Portuguese, the official language. 
Economically, Macau is heavily depen- 
dent on gambling and textile experts. 
Politically, China's already pervasive 


| influence continues to expand. 
347-seat House, would be required to | 
ary for administration and justice, told 


sathanukroh. Surat, a key finan- | 


Antonio Vitorino, Macau's secret- 
the REVIEW that in order to create the 
political and social conditions for a high 
degree of autonomy in the future SAR, 
the encłave must localise the civil ser- 
vice and develop a policy of bilingualism 
in which both Portuguese and Chinese 
are usec. 

Vitorino is the only cabinet member 
left over from the administration of 
former governor Joaquim Pinto 
Machado, who resigned abruptly on 30 
May (REVIEW, 11 bec: In July, Por- 
tuguese President Mario Soares ap- 
pointed former government minister 
Carlos Melancia as governor. A 
member of the Socialist Party, Viterino 
will return to Lisbon in November to 
take up a seat in parliament he won 


in the country's Julv pos election. 

Vitorino said that of the 9,000-strong 
Macau civil service, 85% were local 
people. But among the 700 in the pro- 
fessional grades, half come from Lisbon 
as do 60% of the 130 senior government 
officials. Most of the other middle- and 
upper-ranking civil servants are 
Macanese, people of mixed Portuguese 
and Chinese descent. They can speak 


the Cantonese dialect but usually can- 
T. A. LANSMER 


Macau's gate to China: upgrading relationship. 





not read or write Chinese. All the en- 
clave's 11 judges and prosecutors are 
Portuguese. Vitorino said that within 
the next five to six years, Macau has to 
train 300 bilingual professionals, some 
of whom will be groomed to fill top civil- 
service positions. 

Hundreds of middle-ranking civil 
servants are taking language courses to 
improve their Chinese and Portuguese. 
Forty Chinese have been sent to Lisbon 
for a one-year intensive course in Por- 
tuguese and public administration. 
Another 50 are to be sent next year 
under a scheme in which they will have 
to work for the government for three 
years on their return, Vitorino said. 

The problem of producing bilingual 
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lawyers is daunting. Next year, the 
Macau-based University of East Asia 
may open a law course for 20-25 stu- 
dents. Vitorino admitted that it would 
take years for bilingual lawyers to be 
Roe tese enough to serve in the 
judiciary. He said the government could 
not even begin to think about translat- 
a or drafting laws in Chinese until 
bilingual lawyers are available. 

In order to create a more self-sus- 
taining economy, Vitorino said the gov- 
ernment was determined to build an in- 
ternational airport and a deep-water 
harbour. Sect for Special Projects 
Luis Vasconcelos has been appointed to 
oversee the scheme. Both projects have 
been mooted for more than a decade 
and observers in Macau and Hongkong 
remain sceptical over whether these and 
two other proposed projects will 
ever eventuate. 

The price tag on the airport has 
mysteriously trebled from Patacas 1 
billion (US$124.2 million) | to 
Patacas 3 billion since it was an- 
nounced in September last year by 
then secretary for economics, fi- 
nances and tourism Carlos Monjar- 
dino, who has since left Macau. 
Monjardino said before he left that 
10% of the airport's cost would be 
borne by the gambling giant Macau 
Tourism and Amusement Ltd 
(STDM). 


urrent Secretary for Economic 
Affairs Galhardo Simoes has 
said that STDM's participation in 
the scheme would be up to Patacas 
50 million — or 5% of the original 
estimated cost. Officials expect the 
rest of the funding to come from an 
international consortium consisting 
of Chinese, Portuguese, Macau, 
Hongkong, European and US in- 
terests. Melancia recently said the 
Macau Government will ultimately 
have a 30% interest in the airport. 
A source close to the government 
said negotiations are going on with 
the Chinese and the situation should 
be clear by the end of the year. “We 
want to make sure the airport is 
what China wants and has the su 
port of companies in China," the 
source said. China has yet to publicly 
comment on the airport proposal. The 
airport will either be built on reclaimed 
land off Taipa Island — the first of two 
islands connected by causeways which, 
together with territory on China's main- 
land, make up Macau — or on pillars or 
a combination of both. “We expect 
China to bear 60% to 70% of the con- 
struction costs, and most of that would 
be in land reclamation," the source 
said. 
If Macau goes ahead with the air- 
pone the source said, China's neigh- 
uring Zhuhai Special Economic Zone 
will not build an airport of its own, so 
China has to be assured that the Macau 
airport will meet Zhuhai's needs. The 





source said the pro airport would 
be able to handle jumbo jets. It may be 
modelled on Geneva's airport, with 
separate customs and immigration 
facilities for travellers to China and to 
Macau. 

Diplomats and Hongkong officials 
are sceptical of the scheme. An Asian 
diplomat said Portugal has learned from 
Britain's example in Hongkong and 
hopes to benefit in the same way 5y get- 
ting some big engineering contracts for 
Portuguese companies. By having such 
big projects, the Portuguese think it 
mgn help also to bolster their control 
of Macau during the transition period. 

A Hongkong Government source 
said that the scheme was “pie in the sky” 
and that it would be more realistic for 
Macau to depend on Hongkong s pro- 


MACAU'S FUTURE INDEFINITE 
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pored second airport, which is likely to 
built on Lantau Island, placing it con- 
veniently close to Macau. 

The deep-water harbour, to be built 
on Coloane — Macau's second major is- 
land — as a package with the airport, 
looks even more remote. Simoes said he 
was doubtful that the harbour could 
benefit Macau economically. “It is not a 
priority,” he said. This view is shared by 
Legislative Assembly deputy Vitor Ng, 
who also serves as head of the Macau 
Exporters’ Association. 

itorino said a second bridge linking 
Macau with Taipa Island would be built 
to cope with traffic, which was expected 
to increase, particularly if the airport 
gets under way. It will be 3.5 km long 
















with a price tag of Patacas 120 million. — 
STDM is to bear 50% of the cost, with | 
the rest coming from the privat 
and the government. A proposal has. 
also been made to build a tunnel costing - 
Patacas 40 million under Guia Hill on | 
Macau to improve traffic with China. — - 
On the constitutional front, Vitorino 
said there should be no profound re- — 
forms but proposed a few "advisable | 
changes." Macau's Organic Statute | 
states that any change to the Legislative | 
Assembly has to be initiated by the as- — 
sembly and approved by the Portuguese | 
parliament. | 
At present the rights and freedoms - 
of Macau citizens are protected in the | 
Portuguese Constitution. Vitorino said | 
it would be advisable to have them writ- | 
ten into Macau statutes and later adopt- | 
ed in the Macau Basic Law, a mini- | 
constitution for Macau after 1999, | 
Another aim is to expand the | 
goo of the governor and the | 
gislative Assembly by giving | 
them more legislative indepen- | 
dence. While both the governor and | 
the assembly can make laws, those — 
regarding civil rights and freedoms, | 
the judiciary and certain commer- j 
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cial and economic statutes must get | 
Lisbon's approval. O 
Vitorino said consideration | 


should also be given to increasing 
the size of the Legislative Assembly, | 
which now has only 17 deputies. | 
these, six are directly elected, six in- | 
directly by social, cultural and eco- | 
nomic functional constituencies and | 
five are appointed by the governor. | 
He said the proportion of elected | 
and appointed members should be | 
kept but the overall size should be | 
increased to 23 or 25 members. The | 
next Legislative Assembly elections | 
are scheduled for 1988. | 
In July, two Legislative Assem- | 
bly deputies, Ng and Alexandre Ho, | 
proposed to set up an ad hoc com- | 
mittee to study amending the en- | 
clave's Organic Statute. Sensing 
that China might not like the idea, | 
members of the assembly decided to 
postpone the motion indefinitely. 
Ng is in favour of increasing the | 
number of directly and indirectly — 
elected assembly seats, but not the ap- | 
pointed ones. *The government tends. | 
to Y. Portuguese or Macanese and | 
not Chinese. This is not in Macau's in- | 
terest," Ng said. | 
Vitorino welcomed the recent set- 
ae up of a Macau branch of China's 
official Xinhua newsagency, which | 
is now China’s chief representative 
here. He said the move signified an im- 
portant step in upgrading the relation- 
ship between Macau and China because 
from now on the Xinhua branch would | 
be a direct link to the central govern- - 
ment in Peking. China was previously | 
represented in Macau through Nam | 
Kwong Co., which reported to Hong- K , 
kong. pi: 
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Waging diplomatic war 


North and South Korea battle for irternational recognition 


By John McBeth in Seoul 


hutan hardly rates in the normal in- 
ternational scheme of things, but 
when the tinv mountain kingdom re- 
cently established diplomatic relations 
with South Korea, the satisfaction, even 


| the jubilation shown by Seoul Foreign 


Ministry officials came close to marking 
it as one of the year's more important 
milestones. And in the South Korean 
context, it probably was. 

In its worlcwide diplomatic shootout 
with North Korea, Seoul had added yet 
another notch to its gunbelt — No. 127 
to be exact, 2s against the 102 nations 
which currently have diplomatic rela- 
tions with Pyongyang. 

In only a matter of days, No. 128 was 
to follow. And this time, the prize — 
Somalia — was the subject of even more 
celebration, becoming the 68th country 
which now recognises both North and 
South Korea. "This [relations with 
Somalia] is a great loss to North Korea," 
enthused Assistant Foreign Minister 


Park Soo Gil “It is a very important — 


step in our competition with them." 
Somalia established diplomatic rela- 


"tions with North Korea more than 20 


years ago, larzely because of its former 
close association with the Soviet Union. 
But when Moscow sided with neigh- 
bouring Ethiopia in the continuing ter- 
ritorial dispute between the two coun- 
tries, Somalia closed Soviet bases on its 
soil and adopted a more equidistant 
posture towards the big powers. 

South Korea has never made any 
secret of what it hopes to achieve in its 
diplomatic assault on the Third World, 
a domain the North once treasured as its 
own by virtue of its membership of the 
non-aligned movement anc by pointin 
to the presence of US troops south o 
the Demilitarised Zone. Most analysts 
believe it was Pyongyang's frustration 
over the inroads Seoul was making that 
led to the 9 October 1983 Rangoon 
bombing in which three cabinet minis- 
ters and 14 other South Koreans were 
killed. 

Costa Rica and Western Samoa both 
joined Burme in breaking relations with 
Pyongyang over the incident, which 
dealt North Korea a setback in interna- 
tional forums from which it has not fully 
recovered. Whether it has learned a les- 
son from such irrational behaviour, 
however, is open to question, given the 
controversy that continues to swirl 
around the funding of its embassies and 
its refusal to release two Japanese sea- 
men until Tokyo returns a North Ko- 
rean defector who stowed away on a Ja- 


panese freighter. 


The South's biggest advantage is un- 


doubtedly its burgeoning economic 

wer, which allows it to inject mean- 
ingful substance into its relationships 
with less-developed nations. “We are 
trying to take advantage of our capitalist 
strength.” Park told the REVIEW. “We 
are conv nced that the real basis of good 
friendship must come through econo- 
mic cooperation. Politics is only the 
superstructure.” 

Previously, the South Korean 
Foreign Ministry had only a US$10 mil- 
lion allotment set aside for foreign as- 
sistance, but this year the government 
established a US$70 million Overseas 


Cooperation Fund, which will be in- 
creased to US$120 million next year and 


| 


to US$220 million by 1992. Officials 





claim the fund will have a two-fold pur- 
pore: helping to ward off surplus-fuel- 


ed inflation at home while strengthen- 
ing South Korea's ability to provide aid 
to the Third World — and in particular 
to coun:ries which still have exclusive 
relations with the North. 

Park feels that South Korea's grow- 
ing ecoromic capabilities, coupled with 
the positive impact of the 1988 Seoul 
Olympic Games, will spur other dip- 
lomatic 5reakthroughs. 

With much of its attention focused 
on Africa, Seoul is now targeting the 
so-called frontline states of Zambia, 
Mozambique, Tanzania, Angola and 
Zimbabwe, almost all of which have had 
diplomatic links with Pyongyang going 


| Real campaign begins: page 42 


| back 10-20 years. The forma! Zim- 
| babwe-North Korea relationship only 


began in 1980, but it is probably 
stronger than most because of Prime 
Minister Robert Mugabe's gratitude to 
Pyongvang for supplying him with arms 
during the seven-vear civil war. "It is 
going to be very difficult to put a dent in 
that," says Park. 

Although South Korea actively pro- 
motes the export cf defence products 
and is known to have sold ammunition 
and components to such countries as 
Thailand, Malaysia, Indonesia, Pakis- 
tan, Peru and Venezuela, it has been 
hampered by US Government end-user 
regulations applied to much of the US- 
designed equipmen: it produces. It also 
claims to have a policy which forbids the 
export of arms to warring parties and 
appears to believe anyway that there are 
more lasting benefits to be gained 
through purely economic assistance. 

“We are trying to do something tan- 
gible,” said Park. “The North Koreans 
try to sell ideology without any sub- 
stance . . . and for all the promises they 
make, thev simply don't make 
good on them." As with Zim- 
babwe, much of Pyongyang's aid 
to African countries has been 
military: recipients of arms 
range from Algeria, Libya and 
Somalia in the north to Mozam- 
bique, Tanzania and Zambia 
bordering South Africa. It has, 
however, suffered setbacks. In 
1984-85, both Uganda and Leso- 
tho ordered the expulsion of 
North Korean military and other 
advisers for allege plotting 
with anti-government rebels. 


cag South Korean target 
area is the Middle East, 
where it is anxious to build on 
the diplomatic successes won 
largely through the pioneering 
development work carried out 
by its dynamic construction 
companies. Libya — temporary 
home now for nearly 6,100 Ko- 
rean workers — is a case in point. 
Despite South Korea's alignment with 
the US, Seoul and Tripoli have enjoyed 
a surprisingly cosv relationship since 
they established ties in December 1980. 
n what is stil! the largest contract 
ever awarded a South Korean company 
overseas, Dong Ah Construction is cur- 
rentlv engaged on the first phase of a 
US$3.3 billion project to build a 2,000- 
km water pipeline across the country. 
Seoul has also succeeded in walkin 
a delicate line between warring Iran an 
Iraq, keeping intact its 25-year diploma- 
tic ties with Teheran — and the jobs of 
nearly 400 Korean workers — while re- 
taining a consulate in Baghdad to look 
after the interests of another 1,700 
workers. But it has not been easy to 
manage and Western diplomats say 
there are obvious risks involved in cur- 
rent discussions between South Korean 
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and Iraqi officials over the upgrading of 
the Baghdad mission to full embassy 
status. 

Iraq broke diplomatic relations with 
North Korea in 1981 when it was con- 


| firmed that Pyongyang was sending 


arms shipments to Iran. Seoul, for its 
part, is taking a decidedly cautious ap- 
proach. The 


and questions from diplomats about 


how South Korea views the UN resolu- 
tion calling for an end to the conflict are 
politely deflected. 


The fact that more than 60% of | 
South Korea's oil imports pass through | 


the Straits of Hormuz at the entrance to 
the embattled Gulf adds to the complex- 
ity of the situation. Koreans make up 
the crews of a good number of the tank- 
ers and other ships plying the Gulf and 
recently four were killed when their Bri- 
tish-flagged supply vessel struck a mine. 

Of all the countries in the region, 
North Korea retains exclusive relations 
with only Syria, Algeria and 
South Yemen. But even 
here, the South Koreans feel 
they are beginning to make 
some headway. In Syria, for 
example, Daewoo is leading 
the way in the construction of 
a major hotel :n Damascus — 
one of a number of continu- 
ing projects spread through 
Saudia Arabia, Jordan, 
Qatar, Bahrain and Kuwait 
that provide jobs for an addi- 
tional 47,000 South Korean 
engineers and workers. 

Apart from Asia, where it 
has relations with every non- 
communist state, South Ko- 
rea enjoys a significant ad- 
vantage over the North in 
Latin America. Employing 
the sort of language that 
underscores the intensity of 
their global rivalry, Park 
said: “North Korea is using 
every means at its disposal to establish 
relations with South American coun- 
tries, but so far we have managed to 
keep them off." 


Not all of South Korea's diplomatic | 


allies are happy over Seoul's single- 
minded determination to effectively 
drive the North into even deeper isola- 
tion. Although Pyongyang plays the 
same game, at least some West Euro- 
p countries are growing irritated by 
uth Korean pressure on them to 
block the North's attempts to gain mem- 

bership of international organisations. 
Even here, Seoul has a decided edge, 
enjoying exclusive membership of 
about 12 organisations. It is known to be 
decidedly unhappy, however, at Pyong- 
yang's admission to the London-based 
International Maritime Agency, a deve- 
lopment that now allows the North to 
secure a foothold in Britain, a country 
with which it does not have diplomatic 
ü 


* relations. 
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oreign Ministry does not | 
have a stated position on the Gulf War | 





The real campaign begins 
Kim Young Sam formally declares candidacy for presidency 


NM Mm northern Seoul with members of his 

Democratic Alpine Club, R Democratic Party (RDP) leader 

FN Younes Same Dinaig dechied Ma potione Dee rem offs aM coe 

"—Á—— — the first opposition figure to for- 
enter the race for South Korea's year-end presidential elections. 

that despite heir vow to fie Mode conde Kim Young Sem sid oppo- 

their vow to field a te, 0 

tion rival Kim Dae Jung are determined to climb on the . 

E Dos sent Dues 1 suse gus dieron si iur at a 11 Oc- 

tober rally on the outskirts , Where he attracted a crowd of more than 

100,000, aides made it clear that such an announcement was imminent. 

In a prepared statement, Kim Young Sam outlined his long involvement in 
the struggle for democracy and vowed to end dictatorship and clean up what 
he referred to as the culture which has spread through South Korean 

." He claimed his d n had been prompted by the ruling Democra- 

tic Justice Party's (DJP) alleged use of — and the government's bureau- 
cratic machinery to bring about what he called a “dishonest election." 
DJP candidate Roh Tae Woo has already begun campaigning across the 
country, though he has steered clear of large-scale rallies so far, with party 
strategists seeking to play down his association with 
authoritarism and him as the architect of a new 
democratic era for South Korea. Kim Y Sam, by 
comparison, was e to open his before 
massed crowds in his native Pusan constituency on 17 
October. 

Kim did not consult with Kim Dae Jung before his an- 
nouncement. But while he he wants to confinue the 
dialogue between the two Ì and insists that no dead- 
line has been set, it is clear from the latest move that 
Eus M ev quac wA QUEM m9 M 


The RDP president only said he was disappointed that 
the talks with his partner of convenience remained unre- 





complained about Kim Dae Jung's *endless" 
da UP: Liven iadaa 
time,” he said. “The house is ." Given his superior 
in the , where he retains the as 


Jung's follo among the 
Young Sam 
vention, but thought it might be 
MAD Fr Ses conie Mente de — Ae 
the people and he said recently his decision would be timed sometime after 
October when the national assembly met to the newly revised constitu- 
tion. The crowds he drew at Songnam no doubt bolstered his intention to run, 
but sources close to the ion leader privately feel that his in 
the Seoul area has suffered a setback as a result of what they " 

Young Sam and DJP propaganda." 
Perhaps more to the point, however, is how the open struggle between the 
twe Kims has harmed the 's overall 
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Effectively ı mans wing a a busi ness means ma cing a lot 
od choices. Should ya go with this system or 
that system? Should you concentrate on automating 
as counting operations or inventory. mana; pement first? 
w much power do you really need? 


* is ¢ one choice that ean make these decisions a 
: lot easier — an IBM Authorised Dealer or 
lem | cae. They have what it takes. to make 
sure. you take the night road. - | 


ct The The right trainin training. All our dealer have been 

th rough rigorous training to nake sure they know our 
. equipment from the inside oat. And we teach them 
v how to teach you. T p eS 





he e rights service. Jia 


e esce in Dea e 
Ce we Bp sly important that i is to you. — 
The The right —— number of hardware. e and 


to do your sien de. You'll « save e money y because you : 
won't buy something you don't need. : 


The right place. Your IBM Authorised Dealer is a 
professional whe offers Hi eu business. soluti ons. 
He's got the righ i | 





“I never gamble at the table” 
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F a ANTE te of oper 
1, the engine has lived up to its 
pr a And then some. 


of revenue service at Thai Interna- 
tional. On fuel consumption, its 
efficiency was exactly as promised. 
No wonder more than 25 air- 
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Half stretch, 


Sleeping off a hard day's work or neni, 
for the next, used i QO pose a problen 
traveller. 

Now Gulf Air has the answer In our new- 
look cabin, luxury sleeperseats allow the full 
stretch! Relaxing takes on anew meaning. 

But, betore you doze off... ycu havea 
wide choice of international cuisine honoured 
by La Chaine des Rótisseurs. Free stereo 
headsets provide music and the latest movies 
for your entertainment we also carry a large 
selection of newsp: ipers and magazines. 

To refresh you we offer fragrant rose- -petal 
water, sprinkled on your hands, anotae 


or fur: 


or the air 





full stretch. 


nn touch. All part of our caring 
Gulf Ai 

We ofter more flights to more places within 
the Gulf than any other airline. 

Our friendly courteous cabin crew hand- 
picked from 40 nations will go to great lengths 
to serve you. Your 
comfor- is our 
pleasure. 


service on 





GULF AUR -U 


GOLDEN FALCON SERVICE 


her information contact your travel agent or local Gulf Air office. 








® WHEN, | in 1980, a luxury Tonskons 
hotel launched itself with a public-rela- 
tions bang, it invited several guests from 
among the internationally rich and fa- 
| mous;one was Clare Boothe Luce, who 
| in turn invited wife and self to a small 
dinner party. 
At started badly. We set off late. 
Halfway along the cross-harbour under- 
ound railway, the train broke down. 
:ventually, we re-emerged, still on the 
Hongkong island side, and caught a taxi 
heading for the jam- packed cross har- 
bour tunnel. Once through, the taxi 
was just turning into Nathan Road, 
when a sports car careered through a 
red light and hit us almost head-on. Sha- 
ken and bruised, we waited for the 
police, supplied our names and ad- 
dresses as potential witnesses, found 
another taxi. We arrived at the dinner 


| party well over an hour late. 
€ WE expected a frosty reception from 


the distinguished guest of honour, but 


she could not have been more sym- | tions on the activities of foreign repor- 


pathetic — very much the 2 with | ters in China (which is a load of rubbish, 


since the journalists, legally resident in 










the Mostest." I cannot say I share 


many of her opinions about foreign af- 
- fairs in general or China in particular, 


agingly open- |n 


i but she was more en 
minded than her late husband had been. 


_ | She reminisced about her days as a jour- | has 
nalist, as US ambassador to Rome, as. 
author and playwright and about her [3 


more recent role as presidential adviser 


— all with modesty and wit. Meanwhile, — 
throughout the dinner, she vigorously — 


‘massaged my bruised knees under the 


. table. It was difficult for me (to say nò- | 

C8 ofm | wife): to believeshe wasthen | 
| in her late 70s. She died, aged 84, last. 

-a lady of great attraction. and. uh 





` week, 
. achievement. 


"e BULallsssehewasintefalluesot] 


her years. Another recent loss was 
made much worse by its untimeliness. 
It's bad enough to die at 49. But for a 
lean, fit, non-smoker to succumb to lung 
cancer at that age is all the worse. Bob 
Valentine was, incidentally, an occa- 
sional contributor to the REVIEW, but 
. he was a major contributor to banking 
in Hongkong. Back in 1972, he helped 
establish one of Hongkong's first mer- 
-chant banks, Slater Walker-Hutchison. 
-Then he was brought in by Rothschilds 
to run their Hongkong operations after 
the previous incumbent had decamped 
to Beirut with several million dollars of 
clients’ funds (the losses were made 
good by the bank). Later, Valentine set 
up the Asian operations of the principal 
US gold dealer, Republic National 


Bank of New York, helping in the pro- 


cess tO assure Hongkong! S pre-emi- 
nence in Asian gold trading. 

— ^But some of Bob's fellow bankers 
were immune to his brilliant, boyish 


charm. He was not afraid to speak’ out | 


against banking cartels and the cosy 


local arrangements which often counted | E 









for more than market forces or profes- 
sionalism. Nor did he let his integrity be 
diluted by “local practices" — the side 
deals, the corruption and the generally 
abysmal standard of commercial ethics 
found in large sectors of Hongkong's 
banking world, particularly among the 
merchant banks. The Bob Valentines of 
the world are thin enough on the ground 
without such cruel strokes of nature. 
€ AS we forecast last week, Peking is 
busy blaming foreigners for the anti- 
Chinese disturbances in Tibet. The 
newsagency Xinhua has claimed that at 
least 50 foreign tourists were among the 
demonstrators (does the newsagency 
seriously expect us to believe that the 
CIA, MI6, in connivance with the “exil- 
ed Dalai Lama clique," had parachuted 
the tourists in to lob stones at the Chinese 
Public Security goons?). Having expell- 
ed foreign pressmen from Lhasa, Pe- 
king has claimed that their presence in 
Lhasa violated Peking's own regula- 


ies are K ea allowed f to. visit 


asa as individuis, not as babe of 
a package tour, should’ have had re- 
Ourse to: an organisation whose ser- 





“vices were advertised on a noticeboard. 
| photographed by a recent. visitor to- 


Tibet. which seems uniquely fitted ¢ to 
deal with visiting journalists: 


€ THE Chinese authorities huriiedty 
closed the frontier with Nepal. It was 
unnecessary to close a nearby interna- 
tional border — that with Bhutan. 
whose traditional trade with Tibet has 
for long years been cut off by the Indian 
Raj (New Delhi looks after the foreign 
affairs and defence of Bhutan). In the 
circumstances, a sign by the side of Bhu- 
tan’s major road, recently photo- 
graphed by John Stevenson, appears 


He 








| CD7§@E Restaurant in Chinese Styi 


. magazine, the pressmen had nib 


Miri Xing Food Industry Co.: - 















@ THE pressmen exile 

had to suffer the journe 
enforced stop-over in nen 
none-too-gentle hands of China’ 
tional airline, CAAC. If they glan 
the current copy of the airline s in-fli ! 
magazine, they would have s 
dence of its ambivalent attitude to 
ors. Two Guangdong hotels, the 
Hua of Zhongshan and the East Lake o 
Jiangmen, proudly claim in separate 
vertisements spotted by Richard M: 
ray that they: 2 
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Serve you with Hostilality 


EMARE Scene of Woodland — 
C€5ERESPS High Class Hotel Rooms. 
PENSIE Restaurant in Chinese Sty 
and in Continental Styl 


And, just to prove there : 
take in the offer of hostile hospi 
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: Serve you with Hostility: 





BE High Class Hotel Room 

































and in Continental Sty 
e IF, while 





leafing throug 





a peanut supplied by the airline, 
might have been fascinated by th 
que. qualities of the refreshment. 
cording to the package, produced by t 





This crisp, tasty peanut is famous 
*bean fruit” abroad. Its main co 
tions: fresh peanuts, Kanbalkob, 
wheat flour, sutabroozu and cane 
Made according to a foreign rec i ane 
unique technology. It is crisp, : delci 
tasty and full of nutrition,. Is really tasty 
food of tourism and of both Chine 
Western-style meals. e 
This peanut contains Vitamin E a 
eight amino acids which is vital f 
human body. It can lower cholester 0 
levels, prevent arteriosch al 
heart disease, at the same it has. a fur 
tion of raising children’s intel | Nige n 
and keeping human vitality. _ | 

Points for attention : | 
1. Consume at one time once 
opened the packet. 



















2. Best to store it in cool, dark place. 







3. The time limit for preservance is: 
months. s 
The next time I feed peanuts 

child, I'll try to convince mysel 

with-CA AC, that. they are lov 
cholesterol and raising his 
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_ dency, or at least its power, 





PHILIPPINES 


Images of instability 





Aquino struggles to cope with political turmoil 


By Rodney Tasker in Manila 


l^ Manila's charged atmosphere of 
coup and counter-coup, Filipinos 
naturally feel they are on the brink of 
some dramatic new development. But 
no one knows exactly what the current 
unrest portends and the answer may 
well be less exciting than expected. 

One thing is certain, however: the 
Ev warfare being conducted 

tween government and military lead- 
ers and the rightist forces they claim are 
girding to move again is doing nothing 
to improve stability here, or to give a 
sorely needed boost to the Philippines 
image among foreign investors. 

At the centre of the politi- 
cal turmoil, of course, is Pre- 
sident Corazon Aquino. For 
her supporters it is the 
woman rather than her posi- 
tion that they feel they have 
to shore up, whereas for her 
opponents it is the presi- 


that they want, rather than 
her blood. 

True, Aquino has shown 
a lack of managerial skill and 
political vision during her 20 
months in power. The oppo- 
sition, both politicians and 
rebel military officers still at 
large since the failed 28 Au- 
gust coup, see her as weak 
and vacillating, which is why 
they are making their vari- 
ous plans to take over in & 
post-Aquino scenario. 

But those who know 
Aquino well say she has 
more inner strength and re- 
solve than she is given credit for. And 
they say she has not had that much time 
during a term in office constantly 
buffeted by attempted coups and other 
political dramatics to transform her- 
self from a well-meaning, popular 
widow to a strong political leader capa- 
ble of controlling a nation trying to 
adapt to perhaps an overdose of demo- 
cracy after 14 years of authoritarian 
rule. 

However, t:me is not on her side if 
she is going to fend off the wolves who 
would see her gone, either as a result of 
another putsch from the Right, or 
buried in the rubble of an ineffective 
government seen by some political 
analysts as beirg in danger of collapsing 
under its own weight. Even her support- 
ers say the president will have to re- 
store her government's drifting author- 
ity and draw up a solid programme to 
tackle the country’s economic and social 


problems. 


One major headache for Aquino is 
that the armed forces she needs to pro- 
tect her government, mop up coup 
leader Col Gregorio Honasan and other 
rebel military forces while keeping the 
communist New People's Army at bay, 
are themselves perhaps the biggest 
threat to stability. The military is deeply 
divided, with many officers and men 
backing Honasan's proclaimed goals in 
the 28 August uprising, if not his 
methods, according to military sources. 
That means there is a strong lack of faith 
in the civilian government. Also, waile 
Aquino relies heavily on armed forces 





chief of staff Gen. Fidel Ramos, he is 
criticised by many of his officers for 
weakness and favouritism in granting 
promoticns. 


Q amos has hardly helped to calm the 
atmosphere by making almost daily 
statemen:s warning of the rightist threat 
to the government and moving troop 
reinforcements to Malacanang presi- 
dential palace. After Ramos had 
briefed Aquino and cabinet members in 
a series of “crisis meetings” on 6-7 
October, the palace made the rather 
strange announcement that another 
coup was expected before the end of the 
month, and that this time it would be 
more serious because various rightist 
political and vested-interest groups had 
linked up with Honasan and another 
rebel officer, Maj. Reynaldo Cabauatan. 
The armed forces alone would have dif- 
ficulty coping with this new threat, ac- 
cording to the palace spokesman. 





With talk of martial law or an ' 
emergency flowing from senior officials 
— but not Aquino, who would have to 
feel that the situaticn had become total- 
ly out of hand before contemplating 
such a move — it became clear that the 
government was countering Honasan's 
psychological warfare tactics with its 
own propaganda. For instance, many of 
those named in the alleged link-up, in- 
cluding Cabauatan, retired brigadier- 
general Jose Maria Zumel and business- 
man Eduardo Cojuangco (currently in 
self-exile in the US), are known Fer- 
dinand Marcos loyalists, so any connec- 
tion with them wculd discredit Hon- 
asan. 

Apart from Ramos, Aquino appears 
also to be relying more and more on two 
politicians, Sen. Jovito Salonga and 
Ramon Mitra, for support; Salonga, a 
veteran politician with a reputation for 
honesty and integrity, is president of the 
Senate, while Mitra, a shrewd political 
tactician who has been stead- 
ily gaining stature, is speaker 
of the House of Representa- 
tives. The two would be the 
main pro-Aquino politicians 
to watch should anything 
happen to the president, but 
while Mitra, 57, has known 

residential ambitions, Sa- 
onga has said he regards 
himself as too old. 

Salonga is trying to cut 
through the current multi- 
party system to revive his 

iberal Party as a rallying 
point for pro-government 
politicians. Both he and 
Mitra were Liberal Party 
senators before Marcos de- 
clared martial law in 1972, 
though it is uncertain whe- 
ther Mitra would now go 
back to a party led E 
Salonga, who is viewed as 
something of a political 
rival. 

On the opposite side of the political 
coin, the prospect of a reversion to a 
traditional two-party system is gaining 
momentum with moves by Aquino's op- 

nents to rehabilitate the Nacionalista 

arty, Marcos’ old party. Most of the 
main players in the current opposition 
belonged to the party at one time or 
another, and can be expected to join 
u 








PHOTOS. AP 


This would mean such former Mar- 
cos ministers as Arturo Tolentino, Jose 
Rono and Blas Ople. But more signifi- 
cantly, it could put an official stamp on 
the much-discussed reported move by 
Vice-President Salvador Laurel and 
former defence secretary, now a sena- 
tor, Juan Ponce Enrile, to join forces. 
Laurel has been playing a curious po- 
litical game since his recent resignation 
as foreign secretary and effective break 
from the Aquino government, even 
though he remains vice-president. “I 
have not joined the opposition,” he told 
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a group of foreign journalists recently. 
While critical of Aquino's leadership, 
he was careful to say that he wanted her 
to serve out her term until 1992, and de- 
nied that he had forged an alliance with 
Enrile. 

Enrile also has poured cold water on 
the idea of such a move, but opposition 
sources say it is a fact. Enrile and Laurel 
are both cunning politicians, and at a 
time when selfish, some would say dirty, 
politics are the order of the day in Man- 
ila, an Enrile-Laurel coalition is entirely 
possible, and temporarily viable. In- 
deed, Enrile has hinted at such a match. 

The two are dangerous to Aquino in 
different ways. Both have ambitions to 
become president, which would mean a 
parting of the ways if the presidency was 
up for grabs. But for the moment, 
Laurel remains constitutionally next in 
line should Aquino leave the scene, 
which could lend an acceptable veneer 
to any designs Enrile has to move back 
into some position of power. 


overnment officials have always 
stopped short of publicly identifying 
Enrile with Honasan and his rebel 
army, which has promised a manoeuvre 
against the government soon. But at the 
very least it could be said that if Hona- 
san — Enrile's former security chief, 
rsonal friend and colleague in the Re- 
orm the Armed Forces Movement — 
succeeded in somehow changing the 
government, Enrile would be looked on 


ON the new military power- 


brokers. So, perhaps, would Laurel. 

Apart from the  still-substantial 
groundswell of support for Aquino, 
another important factor in her favour 
in the current uncertain political atmo- 
sphere is the US. Washington has made 
it clear that if Aquino is deposed as the 
leader of a democratically elected gov- 
ernment, there will be a cut-off of US 
aid to the Philippines. 

That is a threat to be taken seriously 
in a country which still has overwhelm- 
ing economic, political, military and so- 
cial links with the Americans. This, 
combined with an unquantifiable re- 
sidue of Est né power" support for 
Aquino, could mean that anyone who 
succeeded in forcibly removing the pre- 
sident would be committing political 
suicide. 

However, Filipinos have tradition- 
ally looked up to a strong, male leader 
whose charisma can obscure any con- 
cern about his methods of achieving and 
retaining power. Marcos is a testament 
to that. After initial protests, Washing- 
ton might also have to accept a fait ac- 
compli, as long as any new leadership in 
Manila was not hostile, and posed no im- 
mediate threat to the future of the US 
military bases. It will be interesting to 
see whether the various power-seekers 
stalking Aquino's presidency decide if it 
is worth the gamble but, either way, 
weary Filipinos have little to look for- 
ward to. o 
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Shootout among friends — 7; 


Constabulary troops mistakenly attack government unit Eb 


By Rodney Tasker in Angat, Bulacan 


" the darkness just before dawn, a 
detachment of Philippine Constabul- 
ary (PC) troopers spotted a group of 
armed men in uniform sipping coffee in 
a rural general store. Thinking they 
were the communist rebels they had 
been sent to find they opened fire, kill- 
ing one of the men and wounding five 
others — including the store owner and 
his pregnant wife. 

A brief fire-fight ensued until the PC 
unit realised it was not fighting rebels. 
The uniformed men were government 
soldiers from a detachment of the 3rd 
General Headquarters Battalion based 
in the area, and the dead man was an 
army sergeant. The tragi-comedy did 


r 

not end iino: two days later a force of 
about 1,500 troops were drafted into the 
area to join the "battle" against the 





communist New People's Army (NPA ). 

The operation was reported in the 
Manila press as a full-scale government 
offensive against the NPA, with military 
spokesmen quoting rebel casualties and 
even reports of NPA feelers for a sur- 
render. In fact, the only fighting was 
among government troops and the only 
casualties were soldiers and the store 
couple. 

The incident, played out in the re- 
mote Dona Remedios Trinidad munici- 
pality, Bulacan province, was a cameo 
of military bungling by the Armed 
Forces of the Philippines (AFP) that 
epitomise current concern among 
foreign military observers in Manila 
about the AFP's fighting capability. 

Shoot-outs between different mili- 
tary units is not uncommon in the 
Philippines. But at a time when a gen- 
eral air of political instability is en- 
couraging the NPA to be more aggres- 
sive and with rebel troops loyal to coup 
leader Col Gregorio Honasan still pos- 





1 P! È 


ing a potential threat to the govern- 
ment, it is time for the armed forces to 


pull together. 
“The people here are puzzled that 
the military are shooting each other 


tT 


d» 
I 


rather than running after the NPA,” Eu 
Dona Remedios Trinidad Mayor Sil- | 


veria Suarez told the REVIEW. She and- 


other residents of the rural municipal- 


ity, an hour's drive northeast of Manila, 


confirmed the shooting incident, which 
happened on 26 September. 

The NPA's commander for the rela- 
tively prosperous Bulacan area, former 


porc basketball player Ernesto 


argolla, alias Comrade Remcy, issued 


a statement saying the only battle inthe | 


province was between two groups of 


government soldiers. Ominously, the 
militarisation of previously peaceful — 


areas like Bulacan, if not carefully 


handled, may play into the NPA's - 


hands. 


Suarez, while admitting that the © 
6,000 people of her municipality at the — 
foot of the picturesque Sierra Madre | 
mountain range had a reputation as 


NPA sympathisers, they feared the mili- 
tary more than the communists. Al- 
though the troop reinforcements had 
been quickly withdrawn from the area 
by the time this correspondent paid a 
visit there on 1 October, Suarez, an 
avid supporter of President Corazon 


Aquino, said she had in vain asked |. 
Bulacan’s PC provincial commander - 


Col Leandro Mendoza to pull out all re- 
maining troops and send them into the 
mountains to search for NPA rebels. 


In the nearby town of Angat, witha | 


pora of 28,000, Mayor Leonardo 
de 


on was still puzzling over the arriv- — 


al the 


had been told why e ware there, fan- 
ning out in the farmlan Kur M 


the town. “We don't need so many sol- — 


diers here," he said cautiously. Al- 
though he admitted that there were 


many known NPA sympathisers among - 
his people, he added: “Actually, we are — 


very peaceful here." 

The mayor suspects that the MA 
were looking for Honasan's renega 
soldiers — not the NPA. The area has a 


vulnerable, strategically placed dam, — 


supplying hydropower and water to 
Manila and, because of a good road to 


the capital, the town could serve as a- 
staging area for any rebel thrust towards | 


the capital. 


The image of the armed forces ham- fà 


mering the communist enemy may help 
to reassure civilians and improve 
morale among the troops. But those 
rural people who are involuntary hosts 
to the soldiers appear unimpressed. 
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revious day of 150 troops. — 
Neither he nor the town's police chief - 
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political dissidents in a totalitarian 
is an irksome, even embarrassing 
elopment. When they appear in a 


nvince both itself and the rest of the 
orld that it is an enlightened auto- 
cy, then it is nothing short of a pub- 
tions disaster. 

January, Deng Xiaoping ordered 
pulsion of the astrophysicist Fang 
from the party for “bourgeois 
séralist” deviation. Far from disap- 
ng into obscurity, however, Fang 
übsequently taken. advantage of 
ypportunity to reiterate his criti- 
of the government and. question 
ry legitimacy of party rule. . 

Deng, Fang must seem like the 


s Great Patriarch. at the end of 


gin Peking later this month. 


IIEWIFANG LIZHI 


hina correspondent who now 
Japan, recently spoke with Fang 
zi taly. Here are excerpts. from 

| 'conversation: 


of. Fang, among Chinese students 
ou are a hero. The international press 
has hailed you as China’s Sakharov. 
Deng Xiaoping on the other hand calls 
ou a “bad element." China's com- 
fait party maintains you are a 
vi im of the disease called “bour- 
is liberalism.” What are you real- 










A little bit of all of this. But in the 
. place I am an astrophysicist. The 
ral sciences are my religion. Ein- 
once said something of the sort. In 
ast I did not understand him. Now I 
Ow: we scientists have a belief and an 
we have an obligation towards so- 
y. If we discover a truth and society 
not accept it, this weighs us down. 

what happened to Galileo. That 
s cientists; we have to inter- 



















t of Christmas Past, come to haunt 


iano Terzani, once Der Spieget’s | 


the best of times the appéarance. of | 
| of China's PR iren. His existence is also 
bad news for a whole range of “friends 
| of China,” from investors to scholars. It 
country that has spent years trying to | 





until now looked like a particularly | al ! 
decade. The figure of Fang will | | 
a shadow over the party congress | : 


s | What kind of mission do you have for 


d 


mission, 1 P into s s0- | 


You go very far. 


Fangi is not only a spanner inthe works 


has been no surorise to learn that Chena 
has its fair share of socially mal-adjus:ed 


| individuals and bureaucrats opposed to 
| the reformist policies of their govern- 
. ment. They can be leftists or rightists, 
| dowlife hooligans: or even high-level 
_ cadres and their progeny. 


But a dissident scientist who points 


| ut the egregious failures of Marxism in 
. China and demonstrates that Deng's 
four basic principles are an irrational 
«nd ill-considered dogma which under- 


mines. every. aspect of party reform, 
“be. ein È element in the 









e just viens we could - 
admirable struggle of the 

rty jo TR: st Liu Binyan against | 
and crime. He seemed kke 


n taking on everyene | 
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China? 

Democratisation. Without demo- 
cracy there can be no development. Un- 
iess individual human rights are recog- 
mised there can be no true democracy. 
In China, the very ABC's of democracy 
are unknown. We have to educate our- 
selves towards democracy. We have to 
understand that democracy is not some- 
thing that our leaders can hand over to 
as. Democracy that comes from abcve 
is no democracy, it is nothing but a rela- 
«ation of control. There will be a heevy 
üght. But it cannot be avoided. 


First you have attacked local party 
cadres, then the party committee of the 
city of Peking and recently you attacked 
the politburo itself. What i is your next 
target? | 

Marxism. 


It is à truth that cannot be denied 
that Marxism is no longer of much use. 
Asa “scientist l can prove it. Most 
answers given. by Marxism with regard 
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that I had Pegen the party. No 


froin: local thugs: to provinci zal poter 
His heroism did not unsettle Chinese or 
foreign observers for here we had a man 
doing right without really rocking the boat. 

The West needed Liu, he bolstered 
the hope that Chine is going the right 
way. The supposedly enlightened refor- 
mers, such as Hu Yaobang, Premier 
Zhao Ziyang, Deputy Premier Wan Li, 
and sometimes. Deng- himself, im- 
plicitly, and at times. even openly, sup- 
ported Liu's quixotic crusades against 
the darker side. With Liu in the party, 
the regular cultural purges, massive 
anti-crime campaigns and their con- 
comitant waves of executions seemed 
somehow explicable. They were seen as 
pardonable excesses in a regime reform- 
ing for the better. 


hen Liu’s erstwhile backers order- 

ed his expulsion from the party and 
the nation’s media carried out a campaign 
of denunciation. As for Liu, now as free 
of party constraints as Fang, he has 
taken it in the spirit of a martyred loyal 
minister. Superman has emerged from 
the phone booth dressed as Clark Kent. 

In late July, the Taiwanese writer 
Chen Ruoxi visited Liu and came away 
from the interview with the remark that 
despite. everything Liu remains ^the 
model or a [e party man." Mean- 





to the satur sciences are obsolete, 
some are even downright wrong. That is 
a fact. What Marxism has to say about | 
the natural sciences stems from Engel's 
book Dialectic of Nature. On nearly 
every single page of this book one can 
detect something surpassed or some- 
thing completely wreng. 


For example? 

In the 1960s, with the help of Marx- 
ism, the Soviet Union and China re- 
peatedly criticised the results of modern 
natural sciences. In biology they criti- 
cised genetics, in physics they criticised 
the theory of relativity and extended 
their criticism from cosmology to the 
development of the computer. Not 
even once has their criticism been 
correct. Therefore, how can one say 
today that Marxism should lead the na- 
tural sciences? That idea is totally 
wrong. 


Have you ever believed in Marxism? 

I surely have! Immediately after Lib- 
eration [1949] and in the 1950s I firmly 
believed in Marxism. When I entered - 
the party in 1955, I was convinced that | 
Marxism should show the: wayinevery | 
field and.that. the communist p party was | 
absolutely good. - : 


When I was expelled i in 1958, during’ ee 


the anti-rightist campaign, 1 sincerely 
made a self-criticism. I was convinced | 1 












while, Liu obediently went off to report 
their conversation to officials, as if to 
pore the point. Granted, for a party 

aithful, Liu is a daring and honest man. 
He has refused to perform the ritualistic 
mea culpa and declares he will remain 
silent for three years. 

It would be easy to ignore Liu's foi- 
bles if Fang had just kept quiet and gone 
‘back to the lab. In the general atmo- 
sphere of fear among China's intelligent- 
sia during the anti-bourgeois liberalisa- 
tion campaign. Liu's stoic silence and 
the memory of his past probity would 
have more than justified his hero’s 
status. But Fang’s outspoken honesty in 
interviews with both the Hongkong and 
foreign press in recent months, 
has changed things irrevocably. 
In particular, there is Fang’s 
frank interview with Tiziano 
Terzani of Der Spiegel excerp- 
ted below. 

A roan and chaotic element 
has been introduced into the 
simplistic calculations involving 
China’s political reformers and 
conservatives. In the space of a 
few months, Fang has radically 
altered the whole level of dis- 
course on Chinese politics and 
culture both within China and 
internationally. 

Fang has declared that he is 
carrying on from where the 
courageous worker-dissident 


party has expelled me for the 
second time, but this time I 
know that I was not mistaken. 
Therefore I refused to make a 
self-criticism. 


Deng stated in 1979 that, in con- 
fo with the Chinese Con- 
stitution, every citizen should 
be guided by four principles: 
the socialist way, the dic- 
tatorship of the people's demo- 
cracy, leadership of the par- 

; Marxism-Leninism and Mao 

Thought. 

Marxism is a thing of the 
past. It helps to understand the 
Ponit of the last century, 

ut not of today. The same ts 
true in physics. Newton developed his 
theory 300 years ago. It is still valuable, 
but it does not help to solve today’s 
problems, such as those related to com- 
puter technology. Marxism belongs toa 
precise epoch of civilisation which. is 
over. It is like a worn dress that must be 
put aside. 


Hearing you talk, one must admit that 
this time the paniy was right to "- 
you. Would you like to be the founder 
of a new party? 

I have asked myself this question. 
But under the present circumstances it 
would be impossible. Perhaps in 30 
year's time. Perhaps then we shall be in 
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Wei Vp pui left off in 1979. Wei, the | 


central figure of the Peking Spring, was 
incarcerated on Deng's orders for hav- 
ing the temerity to claim that the Four 
Modernisations would flounder without 
a fifth modernisation, the most impor- 
tant of all: democracy. He is rotting in 
jail, reportedly suffering from schizo- 
eem Fang too is aware that he may 

e silenced, but he says sooner or later 
others will take up the call for human 
rights and democracy. 

A man like Fang is not seen as a seri- 
ous threat by the entrenched cadre of 
the Chinese Communist Party. They 
will be the last to take his message to 
heart. Rather, it is the supposedly intel- 





the position in which Taiwan finds itself 
today, with more than one party. 


Are the four fundamental principles a 
sort of strait-jacket that prevents China 
from developing into a democracy? 
Yes, if the principles remain rigid. 
But the leadership itself said that Marx- 
ism should develop. I read this sen- 
tence in the People's Daily and I picked 
it up. We can hold on to the principles 
provided they are being developed. 


But how can fundamental reforms be 
achieved within the present power 
structure? 

One could keep the form, but change 


and the China-watchers, sinologisy and 
Overseas Chinese intelligentsia? who 
might have difficulty coming to terms 
with a man who just will not play ball. 
But the rational and solemn voice of an 
award-winning scientist cannot be ig- 
nored as blithely as that of an aberrant 
young worker. 

The continuing disarray of the party 
leadership — something that we can 


lectually honest people within foc 


hardly expect will end with the up-com-: 


ing congress — the unpredictable forces 
unleashed by the open-door and reform 

licies, and the unprecedented level of 
intellectual forment in China will gradu- 
ally force even the most reluctant to 
realise that Fang is not an oddity. 

Fang's is the voice of con- 
science, one that in many ways 
echoes ideas and doubts that 
Chinese thinkers have been ex- 
pressing since the days of the 
first ill-fated open-door policy 
of the late 19th century. This 
time the message and the warn- 
ing, both to the Chinese Gov- 
ernment and those who think 
that erratic totalitarianism is 
tailor-made for the Chinese na- 
tional situation, comes from a 
scientist who should have been 
happy to accept his position in 
the burgeoning technocratic 
elite. His threat is the threat of 
an independent mind. o 


its content. The Protestants 
made their Reformation of the 
[Roman] Catholic Church, but 
keep using the same Bible. In 
China we could do the same, In 
front of the shop the sheep's 
head keeps dangling, but in- 
side the shop one sells dog's 
meat. 


You consider it possible to re- 
form a communist system — but 
until now this has never been 
achieved. 

It is difficult, but if any coun- 
try stands a chance, that coun- 
try is China. 


A better chance than the Soviet 
Union under (General Secretary Mik- 
hail) Gorbachov? 

Of course. We find ourselves in à 
much better position for a simple 
reason: In the Soviet Union the com- 
munist party has achieved a few success- 
es — in military defence and in the 
sciences. Their intellectuals enjoy much 
more freedom than we ever had. In 
China, on the contrary, the communist 
party cannot boast of a single success. It 
was achieved nothing of value during 
the past 30 years. That's why leaders on 
all levels are worried. That's why even 
among the highest cadres there are 
some who admit that nothing of value 
has been achieved. This couldn't 


a SS À 9 See ae 


be A as easily in the Soviet Union. 


| dum de iin, ea 


What do you mean by success? Sure, 
in pingpong and in volleyball we have 
been successful, but in no other field. 
That is why the need for reforms is being 
felt so strongly at all levels of society. 
The belief in the party has vanished in 
our country, particularly among the 
young. 

I have an older friend who also is a 
physicist. He has been a member of the 
communist party since before Libera- 
tion when he fought in the under- 
ground. In 1958, he was labelled a 
righwing deviationist, but never com- 
plained about it at the time. Only re- 
cently has he declared public:y: “All my 
life I have firmly believed in the Sati 
Today I realise it was only a dream.” 
Many intellectuals think as he does. 


You seem to consider it a matter of 
course that the intellectuals should be 
the vanguard of society. Isn’t that the 
old Platonic es of philosophers be- 
coming 

doct ais are no kings, but still 


they are the main force pushing society 
ahead. They should be independent and 
free. Intellectuals ought to play a big 
role. 


Up until now it has been the party which 
on the role of the intellectuals. 

the Cultural Revolution they 

were forced down to the lowest, “stink- 
ing ninth” position of the “nine bad 
categories” of society. Today, under 
Deng Xiaoping, they have climbed up 
again to the third position, after peas- 
ants and workers. But still they are not 

ndent. 

Quite right. Mao described this de- 
pendency of the intellectuals with the 
words: “The hair clings firmly to the 
skin.” Nothing has changed in this situa- 
tion. The intellectuals continue to be 
used as tools. Now is the time for them 
to show their strength. Nobody should 
be intimidated. That is democracy. If 
we fail to achieve this, China will hardly 
become a truly developed, modern 
country. 


in 1978 


was . In those days, the worker 


je no modernisation!” He got 
dE ed imprisonment for it. You, 
Fang, are still free. Is it be- 
cause you are a well-known scientist, 
whereas Wei was nothing but an electri- 
dan? - 

Of course. That's how things are in 
China. A worker who has done some- 
thing objectionable can easily be re- 
moved. Worker unrest does not worry 
the government, workers are easily 
dealt with. Right now there are quite 
a few incidences of unrest, but the 
public is not aware of them. Abroad 
one knows nothing of them, for these 
people have no international cen- 
tacts. 


M END eacus in the case of the in- 


Whenever it ts students who demon- 
strate, the government is more con- 
cerned. It does not as easily dare to taxe 
action against students. That is why I 
maintain that the power of the intellec- 


tuals is relatively great. That is why I 
keep telling my students: he who has 
knowledge has also influence, cannot de 
disregarded by the government. I advise 
my students not to open their mouths 
100 wide at first. but to study diligently. 
Those, however, who completed their 
studies successfully, those must open 
their mouths. 

Wei Jingsheng spoke 10 years ago. 
Today, I speak like he did. In 10 more 
years more scholars may rhaps 
equally speak up. Man should be al- 
lowed to criticise his leaders with- 
eut fear. That is a sign of demo- 


cracy. 


What about human rights in China? 

It is dangerous to talk about them. 
Human rights are a taboo subject in 
China. Our situation is far worse than in 
the Soviet Union. Wei Jingsheng's is a 
famous case, but there are thousands of 
others whose names are even unknown. 
In the Soviet Union name lists at least 
exist. Not in China. 


democracy really a necessary 
tion for the development of a country? 
States like Taiwan, South Korea, Singa- 
dai and the crown colony of Hong- 
have made enormous economic 
progress without being true demo- 
cracies. 

First of all, in the countries you 
named there is far more democracy than 
in China. Secondly, those countries are 
under American protection, and the US 
wish their economies to develop. In the 
case of China things are different. 
Moreover, in China it is particularly dif- 
ficult to separate economic from politi- 
cal democracy. 


Deng holds a different view, he has told 
the Chinese: "Get rich, to be rich is 
— The party shall take care of the 


yur China, the party does not want to 
manage only politics. It wants to control 
everything, including the way of life and 
the thou hts of the people. “Today, fac- 
tories are being managed by managers, 
but the party cadres keep wielding the 
power. Peasants enjoy the free-market 
system, but the cadres tell them: “You 
still need our rubber stamp, you still 


have to buy us off!” There lies the root 
of the new corruption. In order to create 
a true economic democracy in China, 
one ought to abolish political controls. 
That is exactly what the party fears 
most. 


Hasn’t Deng DM opened T 
dora's Box with 

forms? Doesn't Deng equally irent 
democracy? 

No. Deng's reforms are intended to 
stabilise the system in the short run. 
What Deng wants to avert is the col- 
lapse of the system. The party is in a 
quandary: if it introduces reforms, then 
it has to reduce its power; if it does not 
introduce reforms, then it loses its 
power even faster. 


Deco ee ER S, 
selected him the man of 
the year . The West views him as an ally 
on the international stage. 
The West seems to have a very sup- 
erficial understanding of China. 





22 OCTOBER 1987 e LAR EASTEFN ECONOMIC REVIEW 


Could Deng even revoke his reforms? 
I don't think so. The economy 
would collapse and also the party 
would disintegrate. In 1962, when mil- 
lions of people in China died of 
hunger because of economic mistakes, 
the country was kept together thanks 
to Mao's prestige. Today, nobody has 
such prestige. 


But haven't a lot of Deng's reforms 
been successful? 

Many people, particularlv people 
abroad, believe so. There have been 
some successes in agricultural produc- 
tion. But in the cities, in industry, re- 
forms have not really started yet. The 
reform of wages and of prices was un- 
successful. 


You cannot deny, however, that people 
in China are better off today. 

They have more TV sets and more 
refrigerators. 


Isn't that progress? 

Certainly, but the progress of a so- 
ciety could be all-round. The economy 
is an important indicator of develop- 
ment, but it is not the only one. The 


Arab countries are very affluent, but 
their society is not developed. I believe 
that education and the cultural standard 
are important characteristics of a de- 
veloped societv. Eating and drinking 
are very important, of course, especially 
in a poor country like China. But it 
is equally important for the human 
being to realise that he is a human 
being. 


China today is importing Western tech- 
nology in order to push ahead its own 
modernisation. Do you think this is 
right? 

Certainly. But it is not enough to im- 
port something Western here and there, 
to buy a few big computers. In order to 
become truly modern, we have to import 
the spirit of Western civilisation into 
China. Chinese civilisation has gained 
many a profound insight, but it ignores 
logic. For the sake of our development, 
we must adopt the Western spirit. 


The party has accused you of being pol- 
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luted by Western ideas, and to be ad- 
vocating a complete Westernisation of 
China. Is this true? 

We must open our country in all di- 
rections, then many positive things will 
enter it, while our own values will not be 
lost. I have never said that we shculd re- 
pudiate those Chinese traditions that 
are good. However, the feudal relation- 
ships of the Chinese society are bad and 
must be abolished. True, Western mor- 
ality is different from ours, but that 
doesn't mean it is worse. 


By inviting the communists to reform 
the system, don't you invite the party to 
commit political suicide? 

One cannot ask the party to relin- 

quish its power. The communists hold 
on to their totem pole. One must there- 
fore consider whether there isn't a way 
around it. Couldn't it be that one 
day the totem pole vanishes all by 
itself? 
If the totem pole vanishes, China will be 
without an alternative power structure. 
Wouldn't there be a danger of chaos 
breaking out, of warlords taking over 
the country? 


There is always that danger in China. 
What is going to happen when Deng 
dies? 


In the short run we might be worse 
off, but in the long run, better. It's pos- 
sible that after Deng's death Mao's 
thought will no longer be valid and that 
then we shall be able to eens discuss 
the past 30 years. That is probably what 
Hu Yaobang, who was demoted in 
January, planned to do. He once said 
that not one portrait of Mao should 
be hanging in China. Today, the last 
one hangs on Tiananmen Square, but 
Mao’s thought continues to dominate 
us. 


Could the army play an important role 
in future? 

In our society, the army does play an 
important role. But it is no monolith. Its 
different levels hold different views. I, 
for one, have received many let:ers of 
solidarity from many members of the 
army. 


How many have you received 
Thousands. Often they were Mpen 
postcards with the name and addréss of 
the sender — a brave deed in China. On 
one it even said: “If this postcard does 
not reach its destination, then there is 
no democracy in China." When I passed 
through customs on the day of my de- 
parture, the policemen on duty in the 
boats stopped their work and came to 
talk to me: “Are you Fang Lizhi? Have 
Ex solved your problems? Are you al- 
owed to travel abroad? That's good!" 


Are you sure that after your return to 
China you will not be arrested or at least 
banned to a faraway region? 

I am prepared for it. 


You could emigrate . . . 

In the past I thought about it seri- 
ously. Now I can no longer do it. Should 
I leave now, I would abandon my stu- 
dents and my friends in China. I have 
been criticised by high cadres, yet I 
don't leave the country, whereas cadre 
children who never were criticised do go 
abroad to study... 


What happened to the students who 
CHRIS MULLIN 


took part in the demonstrations? 

As far as I know, nostudent of one of 
the well-known universities has been ar- 
rested. However, we know that all of 
them have been photographed and re- 
gistered by name. Later, they will make 
ae wear narrow shoes, as we say in 

hina. 


The campai against 
liberalism” continues . . . 
That campaign has shown us the 
strength of the resistance against re- 
forms. It has shown us that we badly 
underestimated the strength of our op- 
ponents. We have been too optimistic. 
On the other hand, the campaign has 
convinced more and more people of the 
necessity of reforms. We do not want a 
revolution, which first of all is difficult 
to achieve, and second not necessarily 
Eos Therefore, the only way open to 
hina is that of reforms. Democracy, 
education and intellectual freedom are 
its absolutely indispensible prerequis- | 
ites. Oo 


“bourgeois 














| HISTORY 
| The cold war down under 


| The Petrov Affair: Politics and Espionage by Robert Manne. Progamon Press, 
| Sydney. A$19 (US$13). 


"xn? April 1954, the third secretary in 
the Soviet Embassy in Canberra, 


Vladimir Petrov, defected. Ten days 
| later, then prime minister Bob Menzies 
i | anm the establishment of à Royal 
| Commission on espionage. Then, after 
a dramatic confrontation between 
| Soviet officials and Australian police at 
Darwin Airport, Petrov was joined by 
| his wife. Thus began the “Petrov Af- 
fair." Not only was it Australia's most 
- important contribution to the annals of 
| Cold War spy-dramas, it divided the na- 
| tion and sparked a major realignment of 
| Australian politics. 
| The Petrov Affair erupted just be- 
| fore campaigning began for the elec- 
| tions of 29 May 1954. During the cam- 
| paign, the ruling Liberal-Country Party 
aition kept hammering the theme 
! that the Australian Labor Party (ALP) 
was “soft on communism,” and the Pet- 
rov Affair fuelled popular anti-com- 
| munism. The government scraped back 
| with 47% ofthe vote (the ALP got 50%) 
| but with a majority of seats. 
| The ALP leader, H. V. Evatt, was 
| convinced that Petrov's defection was 
à merely a stunt staged by Menzies and 
| the Australian Security Intelligence Or- 
| ganisation (ASIO) to rob him of the 
| electoral victory he was expecting. 
| Evatt sought pen to appear be- 
| fore the Royal Commission and tried to 
} discredit Petrov, to show that his docu- 
| ments had been faked, that Menzies 
_ knew about the defection many months 
| before it occurred and arranged for it to 
. occur on the eve of the election. Evatt 
tried to transform the Royal Commis- 
| sion from an inquiry into Soviet espion- 
— age into an investigation of the Menzies- 
— ASIO conspiracy. After weeks of ran- 
- corous exchanges with the commission- 
ers, he was excluded from the hearings. 
— The Royal Commission then turned 
to an investigation of Petrov's activities 
_in Australia, and that of a number of 
» members of the Communist Party of 
- Australia (CPA). When it presented its 
| final report in September 1955, the 
Royal Commission rejected Evatt's 
views. It found that the Petrovs were 
“witnesses of truth.” 
| It concluded that Soviet intelligence 
- had indeed been operating in Australia, 
and that between 1945 and 1948 several 
documents had found their way to the 
Soviet Embassy, via an intermediary in 
the CPA. However, no prosecutions 
| were warranted. Since 1949 there had 
| been no leaks; this was attributed to the 
effectiveness of ASIO. 























Evatt’s performance before the 
Royal Commission dismayed the pow- 
erful anti-communist wing of the ALP. 
It accused him cf playing into the hands 
of the communists, and he accused them 
of being part of the same dark Menzies- 
ASIO conspiracy. 

The ALP exploded in bitter factional 
feuds which remade the political map. 
Evatt held onto the ALP leadership but 
his opponents formed the break-away 
Anti-Communist Labor Party, soon to 
become the Democratic Labor Party 
(DLP). In 1955, Menzies took advan- 
tage of the split by calling 
an early election. Over- 
all, the DLP took about 
5% of the vote away 
from the ALP. This was 
enough to lock Labor out 
of federal office for many 
years. As Manne observ- 
es: "This was no mere 
electoral victory; the 
Menzies era had arrived." 

For the victorious 
Right, the Petrov Affair 
showed the sinister 
character of Soviet 
methods, and the alarm- 
ing willingness of a local 
“fifth column" to col- 
laborate with Soviet ex- 
pansionism. It proved the 
mecessity for anti-com- 
munist vigilance, and it 
proved that the ALP 


UST 


overnment. For the de- 

eated Left, the "conspiracy" exposed 
by Evatt showed that anti-communism 
was essentially fraudulent, and that in 
its name state-security forces could be 
used to corrup: democratic processes. 


anne's bock is the most thorough 
account of the Petrov Affair avail- 
able. Much of its interest comes from his 
use of the recently released ASIO ar- 
chives on the affair, as well as a lengthy 
interview with Sir Charles Spry, direc- 
tor-general of ASIO at that time. 

It is true (so Manne reveals) that the 
Royal Commission was conceived from 
the beginning as "a fruitful means of 
propaganda.’ But this was to be prop- 
aganda against international communism, 
not against the ALP. ASIO leaders 
were professional “cold warriors,” con- 
vinced they were saving Australia from 
the Red Menace. Yet, Manne admits, 
that once Menzies got hold of the Petrov 





. Affair, he played it for maximum elec- 


Va 
could not be trusted in | Menzies: superb 





toral impact. Menzies was probably not 
capable of organising a conspiracy, but 
he was a superb political opportunist. 

Manne uses the material from the 
ASIO files to argue that the findings of 
the Royal Commission were not, as has 
been claimed, an outburst of Australian 
“McCarthyism,” but essentially a mod- 
erate judgment. He suggests that the 
only reason some of the le investi- 
gated by the commission were not 
charged with treason was because of 
legal technicalities. This is based on the 
premise that Soviet espionage was a 
threat to Australia. But, even with ac- 
cess to the ASIO Petrov archives, he is 
able to provide litte justification for 
this. What is surprising is how little Pet- 
rov had done, and how incompetently 
he had done it. 

While he was bargaining over the 
terms of his defection, Petrov was 
promised he would be re- 
warded according to the 
importance of the infor- 
mation he provided. Ac- 
cordingly, he promised 
material of extreme 
value, and spoke of a 
very serious situation in 
the Department of Ex- 
ternal Affairs. j 

But when it de- 
briefed Petrov and de- 
ciphered his papers, 
ASIO was deeply disa 
pointed. Many of the 
people he named were 
alreacy under ASIO sur- 
veillance. ASIO was able 
to interpret some of the 
Petrov papers in ways 
that pointed to Clayton, 
but not conclusively. 
And Petrov failed to 
identify him. He obliged 
ASIO by telling of pro- 
viding Soviet funds for the CPA — add- 
ing the unfortunate detail that much of 
the payment was in US$25 notes (which 
do not exist), and picking a time for the 
alleged handover for which the CPA of- 
ficial involved had an iron-clad alibi — 
having been under ASIO surveillance at 
the time. 

Petrov’s efforts at playing spy-mas- 
ter in Australia did not rise above key- 
stone cops stuff. But, according to 
Manne, he was able to provide informa- 
tion concerning Soviet codes and c 
toanalytic practices, and information 
about the general organisation of intelli- 
gence services in Moscow. Anglo-Ame- 
rican intelligence apparently found this 
invaluable, and welcomed ASIO into 
the ranks of the professionals. 

This book adds to our knowledge of 
the Petrov Affair. It is a pity that the au- 
thor is not as sceptical about the myths 
of ASIO cold warriors as he is about 
those of the ALP. — Kelvin Rowley 
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| about investing outside of major stockmarkets, to diversify 


i S g 
The future still lies with — |,» mtm hich is separate trom 
emerging markets 


| 
| 
Finance is planning, also with IFC) is only one item on a fast 
expanding menu of special funds. The planned new ones tak 
several forms: conventional cash funds investing new mone 
directly into emerging markets, debt-conversion funds (som 
, introducing new money as well as equity conversions), ven 
l nvestment in the emerging stockmarkets of the world has be- | ture-capital funds and financial-reconstruction funds. — 
come big business and is likely to become bigger. There are — According to reports in New York, Shearson Lehman i 
distinct benefits to investing in such markets at a time when — working with the IFC on a new Thailand Fund considerabl 
mature markets are as fully valued orover-valuedasthey are | in excess of the US$45 million vehicle launched by Morgan 
| today. There are already a score of funds dedicated toinvest- | Stanley and IFC in 1986. Although the Bangkok stockmarket 
ment in emerging markets and half a dozen more inthe pipeline. | is already open to some extent to foreign investors, the suc- 


By Anthony Rowley in New York 


The 21 funds already in existence have roughly doubled — cess of the first Thailand Fund and the fact that emerging na- 
their aggregate launch value to nearly US$2 billion. Antoine | tions like to have a "calling card" in New York in the form of 
van Agtmael, formerly of the Washington-based Interna- a New York Stock Exchange listing, have led the Thai au- 
tional Finance Corp. (IFC), which pioneered emerging-mar- | thorities to look approvingly on the launch of a new fund. A 
ket funds, and who is now president of Emerging MarketsIn- | second Malaysia Fund may also be forthcoming. : 
vestors Corp., estimates the nominal value of special funds | The biggest success stories by far have been the various. 
likely to be in existence within 10 years or so at US$40-50 bil- | South Korea and Taiwan funds. These two markets have re: 
lion. As with existing funds, the majority of these will be ceived a heavy volume of investment not only from the coun 
listed on one or more major stockmarkets. , try-specific funds but also from generalised emerging-market 

Although the Brazil Fund and the Mexico Fund (the only funds such as the IFC's Emerging Markets Growth Fund 
ones to have performed poorly since inception) are oftencre- | (EMGF) and the Templeton Emerging Markets Fund. E 
dited with being pioneers, the real pioneer was the Japan | But the EMGF has also made investments in Latin Ame 
Fund launched some 20 years ago when Japan was a deficit 
nation. In keeping with its present status as a surplus nation, 
Japan is about to launch a US$200 million fund in conjunc- 
tion with the IFC to invest in emerging Asian and Latin Ame- 
rican markets, according to reports. This surplus-recycling 
vehicle will allow Japanese financial institutions, so far coy 





rican markets and expects to diversify its US$160 million. 
portfolio into many more emerging markets when conditions 
suit. There are 35 markets classified as being of emergent 
status, of which the 18 included in the IFC's (now commer- 
cially marketed) Emerging Markets Data Base represent 
around 90% of total capitalisation. These are: Argentina 
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ow you can capitalise 
on our capital. 


Prudential-Bache Secunties is one of 
the strongest capitalised investment firms in 
the financial services industry. In fact, we're 
part of the largest private, non-bank, financial 
institution in the world, the L.S. $134 billion 
Prudential Insurance Company of America. 

And in the financial services business, 
capital is crucial. 

Our unequalled resources help us 
serve investors in ways that no one else can. 
It gives us the ability to instantaneously and 
expertly develop individualised investment 
programs. 


HONG KONG 
Prudential Bache Securities 
(H.K.) Ltd 

lek 5-229051 Fax 
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Prudential Bache Securities 
Asia Pacific Lid 
Jel (65)-2246-122 
Telex: 2217 


POK YO 


| Japan) Ltd 
[i (3) 7R ERER Fas I 


Telex: 222 5392 


-B105474 Fax: (6502245 


» 540 





Prudential Bache Securities 





To be innovators. Implementors. ‘To 
initiate effective investment strategies in 
good times and bad. 

In an era where the best investment 
advice must have no borders or boundaries, 
we have the global resources that allow us 
to participate in any market, anywhere in 
the world. 

Resources that make it possible for us 
to help our clients achieve superior results. 

Call Prudential-Bache Securities. And 
let us show you how we put our capital to 
work for you. 


Prudential-Bache 


Securities" 


Rock Solid. Market Wise. 


MELBOURNE 

Prudential Bache Securities 

(Australia) Ltd 

357841727 Tel 
Tele 


SYDNEY 
Prudential Bache Securities 
(Australia) Lid 
123-612-9666 Fax: (5)-622-855 Tek (2-221533. Fas 


c 309754 Telex: 2952 





Fg WHERE TO PUT YOUR MONEY —. 


Chile, Brazil, Venezuela, Col- 
ombia, Mexico, Greece, Jordan, 
Turkey, Nigeria, Zimbabwe, 
Pakistan, India, Thailand, South 
Korea, Taiwan, the Philippines < 
and Malaysia. 

There is plenty of reason for 
investing in emerging markets 
based on past performance. A 
variety of developing-country 
economies, especially those in 
East Asia, show superior growth 
to those in the West and the total 
returns available from invest- 
ments in their stockmarkets over 
the past 10 years (in inflation and 
currency-adjusted terms) have 
been higher in many cases than 
those in mature stockmarkets. 

Many of the emerging mar- 
kets have not been open to direct 
foreign investment during this 
period (and still are not) and this 
is where the special country funds 
— variously listed in New York, on London or in centres like 
Luxembourg — come in. 

Prospects are more important than past performance, 
however, when the present outlook for major stockmarkets, 
especially Tokyo, is clouded by uhcertainty and by growing 
fears of a sharp and general correction in 1988. 

Here again, the emerging markets score, according to van 
Agtmacl. He suggests that the somewhat limited liquidity of 
many emerging markets' stocks gives them long-term status 
in the eyes of institutional investors. They will thus be less 
vulnerable to a sudden sell-off in the event of a bear market 
which could send investors scurrying to liquidate their stocks 
in Tokyo and maybe also Wall Street and London. 

There is also the fact that investments in emerging mar- 
kets so far account for only around US$2 
billion of the US$3-4 trillion of global fi- 
nancial assets under management and that 
institutions will, therefore, regard this 
0.5% of their portfolios as safe to hold 
while they ride out a bear market. _ 

And there are other compelling argu- 
ments for emerging-market investment. 
While the aggregate capitalisation of the 
35 emerging markets has doubled to' 
US$130 billion over the past five years, 
this still represents only 2*5 of global mar- 
ket capitalisation whereas the contribu- 
tion of the 35 countries to global GNP is 
nearer to 12%. In other words, there is 
plenty of scope still for GNP-relative 
growth. 

Van Agtmael believes the current 
aggregate capitalisation of US$130 billion 
could grow as high as US$800 billion 
within 10-13 years and the total number of 
stocks listed on the emerging markets 
could expand from 8,000 to 20,000. 
Foreign portfolio investment in the 
emerging markets, meanwhile, could 
grow from less than 1% of total portfolio 
to as much as 10% — in money terms, 
from US$2 billion to anything between 
US$25 and US$80 billion. 

Liquidity and market information in 
emerging markets is gradually improving. 
Restrictions on access are diminishing as 
any more country funds open up; and 
pst capital gains are tax-free while 
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Corp. REVIEWMAP by Ricky Hi 


dividend taxes are usually in line with international aver- 
ages. Disclosure is sometimes better in emerging markets 
than in mature markets (especially compared with continen- 
tal Europe) and the currency risk is diminishing as countries 
move away from over-valued exchange rates. Securities 
regulation is being improved in emerging markets and 
political risk can be hedged by investing in one or more 
single-country funds or by buying units/shares in a multi- 
country fund. 

Emerging-market investment no longer has quite the feel- 
ing of venturing into the unknown that it had even five years 
ago. Apart from IFC’s pioneering efforts, just about every 
major investment/merchant bank is now involved in one or 
other of the emerging-market funds. 

The IFC rejects outright accusations 
that it is competing with private-sector in- 
stitutions, which some see as inconsistent 
with its public-sector status as an arm of 
the World Bank. “We have established 
ourselves as a relatively neutral broker,” 
asserts IFC division manager Michael 
Barth. The IFC actively encourages pri- 
vate investment banks to manage the 
funds that it is instrumental in setting up 
and sees its role as complementary rather 
than competitive, he says. 

IFC's links with the World Bank have 
undoubtedly given it leverage in securing 
access to previously closed stockmarkets, 
and sometimes allowed it to secure special 
concessions for funds which are not en- 
joyed by foreign investors at large where 
they do have direct access to the local 
stockmarket. Such was the case in Thai- 
land and Malaysia, for instance. 

The World Bank affiliate essentially 
sees itself as being in emerging markets for 
the long term — come bull or bear mar- 
kets. That should provide comfort for in- 
vestors venturing into these markets. It is 
sometimes conveniently forgotten by mer- 
chant banks flushed with success from 
venturing into emerging markets (even on 
the coat-tails of IFC) that when IFC en- 
gineered the first Korea Fund, South 
Korea was hardly the success story that it 
is today. Some potential partners specifi- 
cally rejected the chance to participate. 3 
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Amencin Express Bank bad 


Growth opportunities worldwide 


ASSET MANAGEMENT 
IN SWITZERLAND 


Lg banking clients have many different 
goals, but they all face onc problem : how to 
protect and build their assets in zn increasingly 
complex world. American Express Bank and its 
subsidiaries have a solution: asset management in 
Switzerland, a unique service combining traditional 
Swiss professionalism, prudence, and discretion. 


Personal attention 


As step onc, our investment counselors will ana- 
lyze your individual situation - ncluding your 
financial goals anc current investments — and 
advise you on the porttol o that best suits your 
needs. This may consist, tor example, of short-term 
investments, equities, bonds, even precious metals, 
all carctully selected to give you an optimum bal- 
ance of yield and security. 

The money managers at American Express 
Bank (Switzerland) AG then monitor your port- 
folio on a full-time basis, alert tœ any cconomi 
developments that may affect yeur investments. If 
you wish, we accept discretionary power to h; ndie 
Inve stment de ISIONS On your be alf, in accordance 
with your personal goals. This is a practical, con- 
venient arrangement, particularly if you reside out- 
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Also, while our approach is Swiss, our outhi ok 
I5 glob il. Our network of 99 offices in 435 coun 
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Finally, as part of the American I Xpress family 


of companies, we can provide the discerning inves- 


tor with a wide array of investment opportunities 
that few financial institutions can match. 


Strictest confidence 


If asset management in Switzerland makes sense to 
you, contact your nearest American Express Bank 
for information. In Hong Kong, telephone 

05-844 06 88; in Singapore, 22-023 11 


Ameria EA JIENA Buan ; Í lil. Wad I all "hil ti d si byt, | 

FE Amertoan Expos Company, u bti bas aun of 
hill | \SOY i itn MH athi / i Li f Ni fei j CHI Hh) hl ONCE / 
ENSS T billion 








AMERICAN 
EXPRESS. 
BANK 











i ; , , 
I: vcl ont wort HW Hui PERIIT I 
f i 






Oal Vi8? 





Trusts provide another 
key to Seoul market 


By Mark Clifford 
pm Korea's stockmarket is closed to direct equity in- 

vestment for non-resident foreigners. But there are 13 in- 
vestment vehicles, with a market capitalisation of around 
USS$1.5 billion, that foreigners can buy. 

The seven domestically managed trusts are the least 
known of these. Like the well-known Korea Fund and 
Korea-Europe Fund (Eurofund), they invest in a broad 
portfolio of South Korean stocks. But the domestically man- 
aged trusts carry a much lower premium than the NYSE- 
listed Korea Fund and the London-listed Eurofund. 

There is a catch, though — the funds are tough to find. 
There are no official market makers. James Capel claims to 
be the most active trader in the issues. 
Other firms with a presence in Seoul, such 
as W. I. Carr and Vickers da Costa, can also 
lay their hands on some of the trusts. Only 
about 25% of the 15 million units available 
to foreign investors are traded actively, ac- 
cording to estimates by James Capel. 

Not a few investors bailed out of the 
domestic trusts during June's political tur- 
moil and premiums dipped below 50%. But 
the premiums — and, of course, the under- 
lying net asset value — rebounded during 


(million) 








July when the market leapt ahead on the 
strength of proposed political reform. It is 







WHERE TO PUT YOUR MONEY 


The seven trusts include five with issued amounts of 
US$25-30 million and two with issue amounts of US$2-3 mil- 
lion. The smaller ones are almost impossible to buy. 

The South Korean Government announced a comprehen- 
sive four-stage plan to liberalise the country's capital market 
in January 1981. The first stage called for allowing invest- 
ment trusts, managed by both domestic and international 
firms, to invest in South Korean securities. South Korean 
firms were also allowed to establish representative offices 
overseas. 

The second stage, from 1985-90, called for direct foreign 
investment in South Korean securities by foreigners. Con- 
vertible-bond issues could be considered to fulfil this part of 
the plan. The Samsung Electronics convertible is eligible for 
conversion in the middle of this month. The Ministry of Fi- 
nance has not officially approved the conversion, though it 
has indicated that foreign investors will, if they choose, be 
able to convert the issue. Foreign investors will apparently be 
unable to take profits from the sale of Samsung if they con- 
verted, and reinvest them in South Korean equities. Because 


SOUTH KOREA'S DOMESTIC TRUSTS 
(As of 30 June 1967) 
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likely that the premiums will hold up better 
during the next political crisis. And, having 
lost out on gains in June, investors may be 
less skittish about parting with their stock 
during the next political tremor. 

Premiums to net asset value are now 
more typically in the range of 80%. A buyer 
can expect to pay a premium of 5% or 10% 
more than a seller will get, though both 
the spread and the premium are very 
much at the discretion of the broker. 
The funds, in other words, are only for 
those who want a long-term play on the 
Seoul Exchange. 

The seven trusts raised US$145 million 
in their initial offerings, but with asset 
growth, and assuming a conservative 50% 
premium to net asset value, their market 
capitalisation was US$576 million as of 
30 June. The domestically managed trusts 
averaged a 37% increase in net asset value 
during the first half of 1987, according to 
James Capel, while the market gained 55%. 

The trusts were heavy in blue-chip man- 
ufacturing stocks earlier this year, and light on financials and 
construction, which until late September led the market. At 
the end of March the Korea International Trust, for exam- 
ple, had 25.7% of its portfolio in electric and electronics 
stocks and another 13.7% in two car makers, Kia and Hyun- 
dai Motor. Onl ly 1 1.4% of the portfolio was in construction 
stocks and 11.3% in finance. Most other trusts had even less 
exposure to the high-flying finance and construction stocks: 
Seoul International Trust, with only 1.9% in finance and 
1.7% in construction, was more typical. 

Because the trusts are big, they have even more trouble 
than individual investors in getting in and out of stocks 
quickly in Seoul’s thin market, so it is likely they will continue 
to underperform the market index. 
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REVIEWT ABLE by Ricky Mul 
of the issue’s sizeable premium — more than 150% for most 
of 1987 — it is unlikely that many of these investors would 
choose to conver: in any case. 

The third stage of South Korea's planned market open- 
ing, from 1990-95, is intended to allow direct investment in 
South Korean securities, the flotation and listing of South 
Korean equity in overseas markets, South Korean com- 
panies to handle overseas business and foreign securities 
firms to do business in South Korea. 

The final stage, after 1995, envisages free flows of capital 
and portfolio investment in foreign securities by South Ko- 
rean trust companies and individuals. And it is designed to 
allow foreign securities to be listed on the Korean Stock Ex- 
change. g 





The other option to 
writing your own ticket 


By James Bartholomew in London 


A little-known strategy for dealing in options is currently 
being promoted by James Capel, one cf the leading Bri- 
tish stockbroking houses. It is an extra wrinkle on the face of 
an well-known old face in options dealing — the “buy/write” 
strategv. 

The buy/write strategy consists of buwing shares in a 
company and then selling (or “writing’’) call options on 
those shares. An investor might buy 10€ shares at Guil- 
ders 289 (US$139.10) in Royal Dutch Shell and then sell 
a two-month call option at a striking prxe of G 300 for 
G 6 a share. The effect of this transaction would be to 
limit the investor's profit if the shares go up and to re- 
duce the loss if the shares go down. If the shares stay 
where they are or merely edge up a little, the investor 
will have the bonus of keeping the G 6 he received for the 
call option. 

Normally the strategy is a way of gettirg a better return 
than on a bank account, but it does prevent the investor be- 
nefiting from a sudden price surge. It is a eonservative stra- 
tegy when markets look as though they have reached a 
plateau. 

The variation on this theme promoted by James Capel 
still involves selling call options. But instead of buving the 
shares, Capel suggests the investor buys Dutch long-term op- 
tions or warrants. 


Going, going but 
not quite gone 


By Hamish McDonald in Sydney 


aybe it was too good to last. For nearly two years, 

foreign investors had prime resident:al real estate in 
Australia there for the picking. Local buyinz was subdued by 
high interest rates, the currency had plunged, and values had 
lagged way behind for a country that had suddenly become a 
top tourism destination for Asians, Europeans and North 
Americans. 

By mid-1987, the residential-property market was run- 
ning red-hot. Values in Sydney had shot up 50% in a year, 
and seemed likely to rise 
another 25% by year’s end. EEEE 
Most of the demand came from e 
Australian residents on the 
whiff of falling interest rates. |J MUN MT 
But on top was a highly con- EN Ix us A 
spicuous layer of foreign buying | 29 un 
(by Japanese, Overseas Chinese, | 
Filipinos, New  Zealanders, 
South Africans) that was con- 
centrated in a few areas and 
bruised a few local sensitivities. 

Rightly or wrongly, Trea- 
surer Paul Keating cut out the 
overseas pressure at a stroke 
with his 29 September change in 
foreign-investment rules. Previ- 
ously, foreign residents had 
been able to buy freely residen- 
tial property up to a value of 
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The Netherlands, Britain, the US and France are the only 
countries which have traded options markets and also mar- 
kets in either leng-term options or warrants. So the strategy 
can only be used in those countries. 

Long-term options are relatively new. They were intro- 
duced in the Netherlands in October last year. Five-year call 
options were introduced in the shares of five major interna- 
tional companies: Royal Dutch, Akzo. KLM. Philips and 
Unilever. 

One certain advantage of using long-term options or war- 
rants instead of buying the shares outright is a reduction in 
the amount of capital needed to take an interest in a given 
number of shares. The strategy also vields a higher potential 
return on capital invested if the shares are stable or rise. 

In a paper suggesting the strategy, James Capel says that 
if, instead of buying the Royal Dutch Shell shares in the 
example above, one bought the long-term options (which 
currently have four years to run) the outlay would have been 
only G 89 a share instead of G 289. Then, if the shares rose by 
say G 21, the price of the long-term options would also rise by 
a similar amount, and the return on capital invested would be 
an annualised 130%. This is far better than the annualised re- 
turn on capital invested in a buy/write strategy which, in the 
same circumstances, would yield an annualised return of only 

0 

Yo « 

This is fine. except for a few words of caution. First, 
Capel's calculations are made without deduction of dealing 
costs. That means the potential profits would be lower than 
the paper shows. Secondly, the calculations omit dividend 
payments which generally would improve the relative returns 
on the buy/write strategy since an investor receives dividends 
from shares, not options or warrants. A third point is that 
Capel's projected advance in the long-term option price is 


AS600,000 (US$435,000). Purchases of properties valued at 
more than that needed approval from the Foreign Investment 
Review Board (FIRB). 

Underthe new rule, all acquisitions of urban developed re- 
sidential real estate by foreign interests will now require prior 
approval, regardless of size. This approval will be given only 
to Australian citizens resident overseas, intending migrants 
already granted approval to take up permanent residence, 
and foreign companies seeking housing fcr senior executives 
resident in Australia. 

What openings are left for the Malaysian or Singaporean 
professional who wants to keep an eye on his kids while they 
study in Perth and perhaps spend more of his later years 
there? The Hongkong citizen with 1997 on his mind? Or the 
Japanese urban salaryman who wants to own a real house 
and garden, even if he can only occupy it for a week a year? 

Non-residential property remains open to foreigners, of 

course, and as a pure invest- 
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than housing. A small retail, of- 
rh SLE fice or industrial property can 
62A EXE yield 8-11%, where a house or 
y flat might only return half that. 
But this ignores the main pur- 
pose: the investors want a house 
they can live in, if not im- 
mediately or full-time. 
Australian real-estate agents 
are still waiting-and-seeing, or 
at least they are not yet ready to 
say whether they have found 
any loopholes. How wide they 
are will depend very much on 
how the FIRB applies the new 
rules. But at first glance, some 
possibilities look open, though 
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purum TO PUI YOUR MONEY _ 


on the optimistic side. And lastly, if the share price were to go 
down instead of up, the annualised loss using the Capel stra- 
tegy would be greater than with the old buy/write strategy. 

That said, Capel’s strategy is a useful addition to the in- 
vestor’s armoury. In the form so far described, it is more ag- 
gressive than the old buy/write strategy since the same 
amount of money buys an interest in more shares. But the 
Strategy can also be used in a way that is less aggressive. In- 
stead of using all the available capital to buy long-term op- 
tions, the investor could devote only part to the options and 
leave the rest in a bank account. In this way, the investor will 
still have exposure to the shares, but will be somewhat pro- 
tected against a major bear market since at least the money in 
the bank account will be safe. 

To use Capel’s strategy successfully, either in aggressive 
or defensive mode, naturally it is helpful to obtain a high |™ 
price for the options which are sold while paying a low price |- 
for those bought. The computer programmes which Capel 
and other brokers consult can help spot such opportunities 
and there should be plenty more of them as other countries 
start markets in traded options in the next few years, since 
anomalies are more frequent in young markets. 

Computers, though, are not enough. To make money, it is 
necessary to have the right view of which way the shares are 

| 
T 
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going to go. As already mentioned, the strategy is for the 
moderately bullish. It is not ideal when markets skyrocket or 
| fall. 
| In fact, the example given of Royal Dutch Shell was de- 
vised and promoted by Capel in August. Since then, the 
shares have not in fact risen to G 310 to give the hoped-for 


"annualised return of 130?5." The shares fell to G 268 and E GE ^ : l 
| any investor who tried the strategy would have lost G 11 a a. Bhd Md. T. Bu. us 
| share — plus dealing costs. 0 Futures dealers: adding to the investors armoury. mu 

















Balance, Control and Strength 
Three Good Reasons To Invest With Our Team 


olo and international investments. Boch demand exacting skills from their exponents. 
Both require balance, control and strength. Plus years of experience. And teamwork. 





At PFC we have a proven team of skilled investment professionals whose experience has 
already won results. 


Look, for example, at the success of the unique PFC International Portfolio Fund, which 
brings together some of the best funds and managers available in Hong Kong. 


The Fund offers three investment strategies: Specialist Growth up 16096*, Balanced 
Growth 14096* and Sterling Income 18796* (all figures in US dollars) since launch 
April 1985. And more than US$112 million is invested in the Fund. 


To take advantage of PFC's successful teamwork, complete and return the coupon below. 
a * Figures from SCMP bid to bid. The price of units and the income (in cases where income is distributed) 
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Ki H E | Please send me details of the PFC International Portfolio Fund. 
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. Corporate Electronic 
Hexagon. Centralise the finances of your 
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Banking. 
subsidiaries, instantly. 


Decentralising management control has its 
problems. Problems that arise because your 
subsidiaries do not work to your schedules. 
They may be in another time zone or lack 
the authorisation to make payments beyond 
a certain level. 


Hexagon gives you instant control over all 
your accounts and trade finance transactions 
— global, regional, or local. It allows you 
to make transactions including payments and 
transfers, and gives you detailed statements 
of your daily financial activities. 


Hexagon allows you to nominate which of 
your staff and subsidiaries can use the 
system. You may re-designate both access 
power and signing authority whenever the 
need arises. 


Hexagon also gives you and your delegates 
an ongoing status of all activities performed 
by your subsidiaries and staff. 


Hexagon is state-of-the-art corporate 
electronic banking from the HongkongBank 
group, one of the world's major financial 
institutions, with over 1,300 offices in 

55 countries. 

To find out more about Hexagon, and 

how it can help your company, contact the 
Hexagon centre at your nearest branch of 
the HongkongBank group. 


Hexagon. 


Puts the power of the bank 
in your hands. 


-———— 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 





Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM & M 
Equator Bank 
Carlingford and Gibbs Insurance Groups 
Concord Leasing 
Cere o —  — m 04 CX Fs GÀ. oT PEPERIT 


CONSOLIDATED ASSETS AT 31 DECEMBER 1986 . 
EXCEED US$91 BILLION. 
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hard work on the part of the investor. Wherz some have been 
buying on the basis of a hurried inspection — some simply on 
the word of an agent — investors will neec to search harder 
and weigh up location more thoroughly. 

The most obvious loophole is that foreign residents are 
not barred from buying land and building « house on it. Un- 
fortunately, not much vacant land is left on the areas so far 
targeted by foreign investors: Sydney’s north shore and east- 
ern suburbs; Queensland's Gold Coast ma-inas, and Perth's 
riverside. But Australian cities do sprawl and leave gaps. 

- Some older areas close to city centres but with low-quality 
housing could be ripe for clearance. Vacant land still 
abounds in less internationally known resort areas within two 
hours' drive from major cities — such as tae Central Coast, 
just north of Sydney. 

= Does “residential” include, for examkple, purchase of a 
A block of holiday flats at a Sydney beach waich will be man- 













Malaysia n property 
offers profit potential 


By Nick Seaward in Kuala Lumpur 


O ne of the few things in Malaysia which is cheap and freely 
e available at the moment is residential housing. That, im 
- itself, is no reason for the international investor to consider 
making a purchase. But a few consultants and brokers have 
started to predict an upturn in prices from 1988 onwards. 
With the dramatic turnaround in Singapore s property values 
_ this year so fresh in everybody's minds, few people would be 
-. foolish enough to deny the possibility of the same thing hap- 
» pening here. 
A report soon to be published by Crosby Securities argues 
- that lower interest rates next year, coupledwith a modest in- 
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crease in disposable income, could create am immediate addi- 
tional demand for housing equal to two years supply, or about 
. 190,000 units. The overhang of housing 
projects which remain unfinished or 
. abandoned as a result of last year's 
roperty-market crash is estimated at 
- 160-200,000 units. But it is reckoned 
that the majority of 166 abandoned pro- 
jects in Malaysia will never be completed. 
= There is a very real prospect, then. of 
the oversupply of residential units being 
_ soaked up relatively quickly if interest 
rates continue the downward path es- 
tablished this year. It should also be re- 
membered that natural population 
growth and migration to the cities is esti- 
mated to create an annual demand for 
- 120,000 new units of housing. Now 
might be the time to pick up a ki bar- 
gains in the main urban areas. 
There is already a feeling among 
. would-be house-buyers in the main urban 
area of the Klang Valley that prices have rezched their lowest 
Ep all that may be needed to get them to move into the mar- 
et is a sharp prod in the form of a new government initiative. 

The government has already allowed prospective pur- 
chasers to withdraw a greater proportion cf their Employce 
Provident Fund savings than bolere. Now the housing de- 
velopers are pressing the government to include tax relief on 
mortgage interest in this month's budget. 

Unlike Singapore, where there is still a ~estriction on for- 
eigners buying freehold, low-rise property Malaysia has re- 
cently liberalised its National Land Code to permit the own- 
ership of landed properties (except for low-cost housing cost- 
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Xuala Lumpur housing estate. 


aged by a local realtor? How “urban” does it have to be? For 
the price of a poky terrace house in Sydney's well-heeled 
Mosman, say A$250,000 or so, a pleasant house on a small 
“hobby farm” could be bought. Rural property up to a value 
of A$3 million is free of FIRB controls. 

For the wealthier investor who would be looking at a top- 
range city house, sending a family member as a business 
immigrant might be one solution. This requires a minimum | 
transfer of capital of A$500,000 — which is starting to look 
rather small beside the multi-million prices fetchec for har- 1 
bourside housing in Sydney. 

Those with much more modest resources might be well 
advised to wait until the Australian property cycle goes into a 
downturn. The removal of foreign buyers has had little dis- 
cernible effect on the current price surge, and Keating's po- 
licy switch generated enough controversy to make a re-open- 
ing of the door quite possible in less-heated times. 
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ing less than M$25,000, or some US$9,834), by foreigners. It 
has also amenced the discriminatory two-tier aspects of the 
Real Property Gains Tax Act, so that fcreigners and locals 
pay the same 20% tax if they sell their property within two 
years of purchase, sliding down to 575 after five years. | 

Prices are undoubtedly very cheap at the moment. The | 
Selangor Development Corp., for instance, reduced the cost | 
of its flats by 18-30% last year, according to the government's 
Property Market Report 1986. Private developers were 
forced to make cuts of up to 35% in some of their less- 
favoured, high-cost (M$100,000-plus) projects. Judging by 
the advertisements in local newspapers. prices have come 
down slightly since the report was compiled. 

A double-storey detached house in the popular Kuala 

Lumpur suburb of Petaling Jaya can now be had for as little 
as M$235,000 and a two-bedroom flat for as little as 
M$50.000. Such properties are currently being let out at 
around M$1,560 a month and M$400 a month, respectively. 
In Kuala Lumpur itself, a three-bedroom luxury apartment 
in a condominium, with swimming poo: Re PH per’ and 
24-hour security would cost about MS300.000. The same 
apartment could be let for about 
M$2,000 a month. 

Compared to other property mar- 
kets in the region, therefore, Malaysia 
must rank as the bargain basement. 
Singapore residential prices have im- | 
proved by about 10-30% since 1986, ac- | 
cording to a local valuer — and anyone 
thinking of buying there now has proba- 
bly missed the boat. Hongkong prop- 
erty values do not bear thinking about. 

For those who de not want to bother 
with the hassles of actual ownership, 
property-based stocks offer a painless 
play on the market — though it should be 
remembered that Malaysian stocks rarely 
offer value for money as prices currently 
average about 40 times earnings. As the 
Kuala Lumpur Steck Exchange is just 
beginning to emerge from a rather 
severe technical correction, now would be the time to buy. 

Crosby has :dentified seven counters which should benefit | 
from an upturn in the residential market. All are reckoned to 
be strong in the low-to-medium cost residential sector and 
are also relatively unencumbered by office developments in 
Kuala Lumpur's very tarnished “Golden Triangle," which 
are considered to be beyond redemption tor some years yet. 

The recommended stocks are: Bandar Raya Develop- 
ments; IGB Corp.; United Estates Projects; Faber Merlin 
Malaysia; Pelangi; Metroplex, and Island and Peninsular. At 
current prices and in the light of potential profits, some of these 
are trading at prospective p/es which lock attractive. o 
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INVESTMENT UPDATE 





HONG KONG S LEADING 
FAR EAST EQUITY FUND' 


The Connaught Pacific 
Enterprise Fund has increased 
on the US$10 launch 
offer price (launch 25.3.87). The 
unit price stands at US$15.44 as 
at 30.9.87 Invest in Asia while 
its hot 

The price of units and the 
income (in cases where income is 

j SUID ited) from them may go down 
well as up. Call Roger Pyrke at 
Cor \naught now 5-282458. 
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Five of Hong Kong's Top Unit Trusts. 
All from Fidelity. 











Sector Perlormance 

Ranking* Figure 
Fidelity Special Situations Trust No. | * 106% 
Fidelity European Trust No. | + 66% 
Fidelity Japan Special Situations Trust No. 2 + 629 
Fidelity American Trust No. 3 + 36% 
Fidelity South East Asia Trust No. 3 + 108% 


*Hong Kong UTA performance figures calculated | yr to 
31/8/87 (HK$) 


Send in the coupon today or call 5-8108281. Well tell you 


all about them 
Fidelity 


A member of the Hor Arana di fa HORRORE Unt Bost AMOCHROR si Assocute 


SCHRODERS ASIA 
INTERNATIONAL TRUST 












HONG KONG'S No.1 
INTERNATIONAL EQUITY FUND 
OVER 1, 2 AND 3 YEARS. 






& Schroders 


Schroders Asia Limited 





‘source Hong Kong UTA 



















Maximum choice 
Maximum freedom 









è 21 sub-funds to choose from 

€ Covers all the major international equity, 
bond and currency markers 

€ Unlimited switching without manager's 
initial charge 

€ Minimum investment only US$2,500 

€ Backing of Standard Chartered's worldwide 


expertise 
Invest in the Scimitar Worldwide Selection 
Fund now! 
Standard % Chartered 
Scimitar Asset Management Asia Limited. 


THORNTON RESULTS” 


THORNTON TIGER FUND, now standing at US$ 28.46 per 


unit as at 5.10.87 ,an increase of 184 % since inception (May 
86).* 


THORNTON HONG KONG & CHINA GATEWAY FUND, 


unit price US$ 31.90as at 510.87 ,an increase of 219% 
since inception (July '85).* 


CALE TATOO sean net 


Sandlund about :*hese and other worldwide investment 
opportunities. The price of units and the income (in cases 
where income is distributed) from them may go down as 


well as up. 
: my THORNTON 


- = Te i a ee Hr 
PROFITING FROM LOCAL KNOWLEDGE 


* The tf 6 a! launch was US$TO 
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Ms Elaine Goocwin, General Sales Manager 
Far Eastern Economic Review, GPO Box 160, Hongkong 






Please send me without charge or obligation further infor- 
mation on the following funds. Thank you. 
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LJ Connaught Investments Ltd. | 
[ ] Fidelity Int'l 
C] Schroders Asia Ltd. | 
| 

| 

| 

| 

| 

| 

| 
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| 









[C] Scimitar Asset Management Asia Ltd. 
[ ] Thornton Management (Asia) Ltd. 
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Investors are reminded that the price of units may go down as well as up 
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IN TRADE 
FINANCE, THERE'S 
ONE BANK THAT 
SEES BOTH SIDES OF 
THE PICTURE. 


Standard Chartered Bank has a 
network of offices which spans over 
sixty countries around the world. 









s.a m 
*. 


















; Which is why, in trade finance, 
Wen) ES vou! find few banks better placed to 
tg Bo RE. S VT E help you at both ends ofthe transaction. 

AUR QR. vim vni LE. But we have much more to offer 


than the breadth of our network. 

Just as important is the depth of 
our experience. 

With experts in fields which range 
from international financial instru- 
ments to local financial conditions, we 
ean help you identify the real oppor- 
tunities while avoiding even the less 
obvious pitfalls. 

Consider aiso that all Standard 
Chartered offices share sophisticated 
and comprehensive telecommunica- 
tions systems, and you'll see immediate 
benefits in terms of speed - both in 
decision-making and in cash trans- 
mission. 

y A In short, a service which starts 
"gium t. with the right advice and ends with 
a ms the right contract. ".a ^ | 

| So when you're next moving into RAP MA 

a new market, or expanding further Sah s | 

into an existing one, take the broader Eo p 

view. | | 

Talk to us, and get the complete 
picture. 


Standard % Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. E 


i ] a BH SIASDARD CHARTERED BANK HEAD OFFICE 38 BISHOPSGATE LONDON ECN 4DE 
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The fight to gain entrée 
into the Bangkok arena 


By Paul Handley in Bangkok 
I: you are looking at fundamentals, in comparison to other 
markets, the Bangkok stockmarket still looks like a good 
buy. The economy prepared for takeoff as foreign investment 
gushes in; manufactured exports are growing stronger, and 
interest rates show little sign of moving up from their current 
low levels. Price/earnings ratios have risen recently, but still 
average 16-17, and local analysts predict a drop to 13-14 
when the next round of earnings rolls in. 

But if you are eum, at a graph of the Securities Ex- 
change of Thailand (SET) Index, you might hesitate. The 
index has doubled since end-March to more than 450, and 
put on 100 points since the beginning of September alone. 
Predictions of an imminent correction have been thick since 
mid-September, yet it took a uou of warnings to small 
investors to be careful from SET 
president Maruey — Phadoongsidhi 
on 5-6 October to calm the mar- 
ket. Still, by the end of that week 
it was not clear whether investors 
would merely catch their breath 
or get into some serious profit- 
taking. 

Any correction should not last 
long: the attractive fundamentals 
should ensure that. As with the July 
correction, which was also produced 
by government attempts to calm things 
down, investors are likely to halt the 
plunge when scrip gets only slightly 
cheaper. 

What to buy is the question: over- 
seas interest has severely limited the 
amount of shares available to foreign 
punters. A new facet of the market, 
the foreign board, provides one 
window. 

The SET inaugurated the foreign 
board on 9 September as a place where 
foreign buyers can bid for shares 
held by other foreigners in counters 
which have reached their foreign- 
shareholding limit. About 35 listings 
currently fall in this category, though 
the situation. changes daily. Many 
firms are taking advantage of market 
liquidity to raise capital and issue more shares. But 
even these often quickly rebound to the foreign-holdings 
limit. 

This makes shares which are nearing the limit, companies 
increasing capital and new issues an attractive option. A 
good look at the prices of counters traded on the foreign 
board gives an idea why. Those traded on the board's first 
month commanded a premium of 5-10% over regular board 
prices, and at times, overseas buyers paid a differential of 
more than 20%. 

It has been a seller's market on the foreign board — while 
liquidity and the toup cinis e new-investor syn- 
drome has driven the main board up and up, foreign institu- 
tions have refrained from taking profits. Their confidence is 
shored up by the regular calls on brokers made by newcomer 
foreign institutional investors, including the slow-to-move 
Japanese houses. 

Looking at it another way, even as local advisers were 
warning of an imminent, and perhaps steep, correction, 
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THAI INDEX HEADS 
FOR THE SKY 





"4 WHERE TO PUT YOUR MONEY 


| throughout the heady days of late September and early Oc- 


Sete there was only a slight sign of concern on the foreign 
oard. 

The number of trades daily has ranged consistently be- 
tween five and 10, and the size of those trades had only 
started to grow to institutional proportions at the time 
Maruey was raising alarms for the little guys. All told, there 
was not much profit-taking. 

To help calm this boom, soak up liquidity before the Bank 
of Thailand has to, and satiate hungry investors, the SET 

lans to list a number of new firms over the next four months. 

leven are planned, at least six to come before December, 
giving a Baht 4 billion-plus (US$155 million) boost to market 
capitalisation. 


Getting a share of some of these stocks before they hit the f 
foreign board is a good option for the small investor. While it - 


is verv difficult to become one of the lucky initial subscribers, 
it makes sense to try. 

Just listed in the first week of October was Boutique New 
City, owner of a chain of high-fashion boutiques and a dis- 
tributor/exporter of fashions, much of them made in the fac- 
tories of parent company New City (Bangkok) Co. Both are 
part of the giant Saha Pathana group, 
which has already floated six firms on 
the market and may list another two in 
coming months. 

Also coming up soon will be 
Bangkok Bank of Commerce, the 
country's eighth-largest commer- 
cial bank, and CMIC Finance, 
which is among the top 20. CMIC 
is likely to be awarded an SET 
seat when SET membership is ex- 
panded from 30 to possibly 35 
securities firms. It looks to be a 
good punt. The SET-member finance 
and securities firms already listed rose 
sharply at the end of September, as 
daily market volume climbed above 
the Baht 1 billion level. Most firms 
complain they cannot handle the vol- 
ume of orders, so that new members 
will not be hard-pressed to find cus- 
tomers. 

Another solid newcomer will be 
American Standard Sanitary (Thai- 
land), manufacturer of vitreous- 
China sanitary ware (like bathroom 
fixtures). Probable future listings 
include another couple of finance/ 
securities companies — Thaimex 
Finance Co. and Thai Financial Syndi- 
cate, the latter the country’s oldest fi- 
nance and securities firm. Following that, more firms 
from the country’s booming textile trade and possibly a hos- 
pital or two currently traded on the over-the-counter market 
might appear. 

Another area to look at is shares which are close to the 
foreign maximum. With the overseas institutions still coming 
in, there is a good chance that these will eventually be selling 
at a premium on the foreign board. Ditto for listed com- 
panies issuing new shares which might result in diluted 
foreign holdings. 

This is not to say that all existing and new listings are a 
good bet. The Thai newcomers to the market are not wasting 
any time studying company financial reports. Foreigners 
should keep an eye on the basics. There are a few firms that 
will be left behind in Thailand’s economic boom. But one 
sign of local sent:ment is that the shares of certain financial 
institutions widely rumoured tp be weighed down by sizeable 
bad loans are performing weakly in the wake of the 
mainstream. Oo 
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(Performance of unit trusts recommended by fund managers 
in Where To Put Your Money — Review, 8 January 1987) 
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By Nigel Holloway in Tokyo 

W hen people discuss share dealing 
on the Tokyo Stock Exchange 

(TSE), they are almost always referr.ng 

to the first section, whose market 

capitalisation vies with New York's Big 

Board as the world's largest. 

The second section hardly rates a 
mention. Yet because of its smaller size, 
it can be a happier hunting ground for 
individual investors than the first, 
where they are often crushed in the rush 
5y big institutions. 

And while section one, with its 1,098 
listings, has marked time since April, 
the second-section index of all 224 
stocks has risen by 34%. Prospect ve 
price-earnings ratios now average 68 for 
the first section and 55 for the second 
and brokers think there are still some 
bargains in the smaller market. 

The second section became under- 
valued during Tokyo's dramatic bull 
run, which lasted from February 1986 to 
April this year. The main board dou- 
bled in value in that time while the sec- 
end section hardly moved at all. The 
smaller market made little headway be- 
tore April because the bulls were busy 
soaking up the well-capitalised stocks, 
financial institutions’ shares and those 
with undervalued assets. 

Section two did not fit the bill and. in 
any case, it was too thin a market ‘or 
mstitutional investors. Average daily 
turnover last year was ¥14.1 billion 
(US$95.9 million), compared with 
¥ 558.8 billion on the first section. This 
vear trading has become more active 
¥27.1 billion a day in August — but it is 
still tiny in comparison with big brother 
where trading totalled ¥894.1 billion a 
cay in the same month. It can take a 
week to sell a million shares of a particu- 
lar company in the second sectien, 
brokers say, but this of course is rot 
such a problem for individual investors. 

Although a listing on the main board 
is more prestigious, this does not mean 
the second section contains a higher 
number of risky companies. The differ- 
ence between the two is a technical ore. 

For example, a Tokyo-based firm 
must list a minimum of 6 million shares 
to get onto the second section, com- 
pared with 20 million for the first. The 
maximum proportion of the equity that 
is tightly held cannot be more than 80% 
ef the total at the time of listing on 
the second section, against 70% on the 
first. 

As the domestic economy recovers, 
mopping up liquidity as a by-product. it 
i manufacturers, retailers and con- 
struction firms which are finding favour. 








Investors set sights on 
Tokyo second section 





There are proporionately more of 
these on the little board than the big 
one. Financials make up 15% of the sec- 
ond section's market capitalisation, 
against more than 30% on the first. Re- 
tailers and traders comprise 13% , more 
than double their weight on the big 
board. Services, such as tourism, com- 
puter software and land surveyors 
which are all growing rapidly, make up 
5.9% of market capitalisation against 
0.9% in the first section 

Specialist retailers have performed 
well on the second section partly be- 
cause of their small size. If they can find 
a way of reaching consumers by circum- 
venting Japan's distribution labyrinth 
they can return gooc profits. Shimachu, 
Viva Home and Chiyoda Shoes fall into 
this category. 

There are some interesting hi-tech 
stocks. albeit with volatile earnings, 


TOKYO STOCKMARKETS 


(September 1985 = 100) 


2nd section 


REVIEWGRAPH by Pocky Hur 


such as Mitsui High-Tech which has a 
leading market share in integrated cir- 
cuit frames, and Sokkisha, a maker of 
opto-electronic survey instruments. 

Peter Tasker, general manager of 
the research department of Kleinwort 
Benson in Tokyo, recommends shares 
in sectors which are currently recover- 
ing strongly and where prices have not 
been driven up by bullish reports on 
them. His firm has published a list of 67 
second-section companies which are 
thought to offer large discounts relative 
to a theoretical value which places less 
emphasis on liquidity and latent assets 
and more stress on fundamentals. 

The biggest problem is the lack of in- 
formation about second-section stocks. 
However, several of the better-known 
investment management companies 
offer funds either completely or par- 
tially specialising in the TSE's second 
section. 





















N avigator. 


Your Financial Consultant’s most 
important job is to understand 
where you want to go and how 

to chart your course. 





As aserious international investor, Consultant, we give you access to 


it's reassuring to know that you 
have a partner who keeps abreast 
of investment opportunities 
virtually anywhere around 

the globe. 

Its your Merrill Lynch Financial 
Consultant, the person who 
becomes familiar with your objec- 
tives, and helps you fulfill them 
with all the resources of one of the 
largest, most experienced finan- 
cial institutions in the world. 

Through your Financial 


markets around the world, around 
the clock. We offer you the benefit 
of our top-ranked research team. 
And we provide you with a broad 
array of other services. 

You will also have the satisfac- 
tion of knowing that your Financial 
Consultant has been trained in a 
program that is widely regarded 
as the finest in the industry. 

Merrill Lynch Financial Consul- 
tants are ready now to help you 
move closer to your investment 
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goals in eight offices in five 
countries throughout Asia and the 
Far East. Call our office nearest 
you today. 

©1987 Merrill Lynch, Pierce, Fenner & Smith Inc. Member SIPC 


Harness the power of a 
global presence. 


S Merrill Lynch 
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Rabobank. Your partner 


for business 
with the Netherlands. 


Rabobank Nederland, with 
offices in Singapore, Hong Kong and 
Jakarta, provides a personal service 
to companies with trade relations in 
the Netherlands. 


Rabobank is an “AAA”-rated 
Dutch cooperative banking 
institution with total assets of 
U.S. $ 65 billion. It ranks among the 
largest banks in the world. 


Rabobank - with 2300 offices in 
the Netherlands - derives its strength 
mainly from its dominant position in 
the domestic market, especially in 
Dutch agriculture and agribusiness. 


Rabobank’s deep involvement in 
these particular sectors of the 
Netherlands - the world's second 
largest agricultural exporter - 
provides a sound knowledge of inter- 
national financing. 





So. when considering a bank to 
introduce you to the Netherlands, or 
elsewhere in the world, why not 


Rembrandt country is Rabobank country. The country where traditions of 


anaidai Rabobank. excellence continue to flourish. 

Member of the Unico Banking G roup Singapore Branch Hong Kong Representative Jakarta Representative 
50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 
Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 
Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 indonesia 
Telephone: — 652259896 Telex: 80556 Telephone: + 62215781271/2 
Telex: 42479 Telex: 47534 


habobank 


Rembrandt country 1s Rabobank country. 


~ Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. Te:ex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-BANK Frankfurt. 


Museum Mauritshuis, The Hague 
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Technology and Tokyo challenge the role of Simex 


Clouded futures 1 
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By Anthony Rowley in Chicago 
ingapore’s role as a major Asian 
link in international futures markets 

is in danger. A strategic location in the 

timezone midway between the close of 
trading in North America and the open- 
ing of the following day’s markets in 

London has enabled the Singapore 

International Monetary Exchange 

(Simex) to win a place in the 24-hour 

global financial market. Now Singa- 

re’s three-year-old futures exchange 
is threatened by the evolution of tech- 
nology and the nse of Tokyo as a finan- 
cial centre. 

| The Chicago Mercantile Exchange 

(CME), which has had formal trading 
links with Simex since 1984, has decided 
to concentrate on developing a global 
automated electronic trading system in 
partnership with Reuters, the British- 
based newsagency and financial inform- 
ation. group. Such a system would 
eliminate the attraction of employ- 
ing local resources to maintain an 
offshore operation like Simex. 

Singapore's hopes of becoming 
a key fink in a chain of global fi- 
nancial markets were dealt a 


further blow recently by the Srt 


CME's competitor, the Chicago 


conditions via the 125,000 or so termi- 
nals of the Reuter Dealer Trading Sys- 
tem. 

The terminals will enable players, 
the CME's 92 clearing members and 
their associates, to key orders directly 
into the system, thereby obviating the 
need. for links such as the one with 
Simex. The Singapore link, which has 
operated under a so-called mutual 
offset system, has in any case been 
something of a disappointment, accord- 
ing to CME officials, except for the ac- 
tively traded Eurodollar interest-rate 
contract. 

CME officials are not prepared to 
say what will happen to the Simex link if 
the PMT venture proves successful. 
They have offered assurances that 
Singapore's interests will somehow be 
"accommodated." However, not all 


Simex contracts could be absorbed into 


TRADING THE TIME ZONES 


Board of Trade (CBoT). In recog- PERUIEESNN 


nition of the growing importance 
of the Japanese markets, the 
CBoT has decided to lengthen 
out-of-hours trading so that it 
overlaps with the Tokyo time- | 
zone. 

Both developments appear to 
signal the end of pass-the-book 
market links in futures trading, 
where the players on one trading 
floor take up the action as the sun 
goes down on another. However, 
whether such links will be replaced by 
CME-style automated trading systems 
or CBoT-type arrangements, where 
arbitrage is conducted among conven- 
tional markets, remains unclear. 

The deciding factor will be liquidity. 
It is liquidity which has made financial- 
futures trading in Chicago the mam- 
moth business it is today. Volume and 
value often outstrip those in the conven- 
tional securities trading markets. 

The CME is confident that it can 
achieve a sufficiently liquid 24-hour 

lobal market with its screen-based Post 

Pre) Market Trading (PMT) system 
which it will operate with Reuters. This 
system, which is due to begin operations 
in about 18 months, will allow banks 
and other institutional and individual in- 
vestors to trade futures under CME-like 
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the CME system because it would be 
difficult to offer membership to all 
Simex players; therefore some form of 
financial compensation might be paid in 
order to dissolve the link. Simex might 
turn to trading energy futures in con- 
junction with the New York Mercantile 
Exchange by way of consolation, ac- 
cording to sources in Chicago. 

The alternative would be to devise a 
system which enables Simex traders to 
operate in tandem with the bids and of- 
fers being fed into the PMT system by 
traders in other parts of the world dur- 
ing Singapore trading hours. 

This would be technically difficult, 
though not impossible, and a good deal 
of emphasis is currently being placed by 
the CME and the CBoT on integrating 
conventional auction or pit-trading sys- 


tems with electronic systems so that, 
eventually, computer terminal-sourced 


orders might be fed directly into trading — 


pits. ! 
Electronic trading systems have yet 
to prove themselves as effective means 


of conducting futures trading. On- | 


screen electronic market-making has 
successfully supplanted 
“specialists” or “jobbers” on the floors 
of stock exchanges. But, according to 


the CBoT, the open-outcry auction sys- — 


tem used in conventional futures ex- 
changes can never be completely re- 
placed by screen-based systems. 

Since the CBoT began trading grain 
for Mid-Western farmers in the late 


1840s, it has given birth to a special caste | 


of risk-takers or “locals.” They have 
trading in their blood and as individuals 
— some 6,000 of them operating on the 
two exchanges — they are prepared to 
risk their money at any time and 
thus give the Chicago markets 
enormous liquidity. 
Many of these locals, accord- 
ing to one CBoT official, do not 
understand high finance and pos- 


Journal." But they are born trad- 
ers and that is more important 
when trading sophisticated finan- 
cial instruments, such as futures 
or options on futures, than a 
knowledge of what purpose such 
instruments serve. The techni- 
ques are the same in trading pork 
bellies or grain. 

The CBoT recently commis- 
sioned a study from the univer- 
sities of Chicago and Michigan to . 
determine precisely what consti- 
tutes and creates liquidity in a fu- 
tures market. It concluded that the lo- 


cals, who know and can see the other. 


players in the market, were more willing 
to buy and sell than would be the case if 
they were operating "blind," that is, 
using electronic terminals. The study 
also suggested that orders could be exe- 
cuted more quickly in a conventional 
auction market than on a screen-based 
system. 

If the CBoT is right in concluding 
that an automated "book" system, 
where bids and offers have to be 
matched without the efficient inter- 
mediation of a local, is not really liquid 
then the omens for the CME-Reuters 
joint venture do not look especially 
good. ° 

The CME, however, remains con- 
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sibly “never pick up a Wall Street . 
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vinced that its new system is the way for= | 
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_ ward. Simply making the system avail- 
able to so many new players via Reut- 
| ers’ huge network of terminals will pro- 
| vide liquidity, says the CME. For exam- 
| ple, bapks which at present conduct 
perhaps 90% of interbank transactions 
| on a cash basis outside of the futures 
| markets are likely to become much big- 
| ger players via the PMT system. Their 
|] presence will ensure continuous two- 
| way trades. The trading of currency and 
interest-rate futures is a natural exten- 
- sion of the interbank market and PMT 
t . will enable traders to deal simultane- 
ously in cash and futures markets. 
The PMT system, which will nave 
- the guaranteed 24-hour settlement and 
| clearing facilities of the CME behind it, 
| will probably begin by trading currency 
| futures and then move on to interest- 
| rate futures. After that are likely to 
come stock-index futures and possibly 
- agricultural futures — all instruments 
T that are already traded on the CME. 
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| By Robert Keith-Reid in Suva 


/ E late June, the Fiji dollar was de- 
valued for the first time by 17.75% in 
| aneffort to stem a panic outflow of capi- 
tal from the country after the 14 ay 
coup. A further devaluation of 15.25% 
announced by the Reserve Bank of Fiji 
on 5 October brought the effective de- 
valuation since May to about 40% 
against the five currencies — Austra- 
| lian, US and New Zealand collars, the 
| yen and sterling — used by the reserve 
| bank in setting local exchange rates. 
f Announcing the latest devaluation, 
| the bank laid customary stress on the 
4| improved earnings to be obtained from 
| prime exports such as sugar, gold, 
timber, canned tuna and coconut oil. 
But it imposed tighter credit restraints. 

Waxing on the benefits of devalua- 
tion, the military regime (using heavily 
. censored Radio Fiji) failed to mention 

that while the country may suddenly 
_| have become much cheaper for Austra- 
lian and New Zealand tourists, cancella- 
| tions by tour wholesalers and a dwindl- 
| ing of airline flights — aia, the 
withdrawal of Japan Airlines, Conti- 
nental and the suspension of all Air New 
Zealand services — means that from 
late October virtually no visitors will be 
entering the country. By mid-October, 
resort hotels were already reporting 
that room occupancy rates were down 
to 20-30% and falling fast. 

Another fact not mentioned by 
Radio Fiji was that bans being applied 
on all trade with Fiji by trad@ unions in 
Australia and New Zealand were block- 
mg the shipment of timber, processed 
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In order to protect the open outcry 
auction system, the PMT system will 
operate after the CME has ceased trad- 
ing in Chicago. This will mean PMT will 
be in action for 16 hours each day. It will 
also give traders access to Reuters fi- 


Devalued prospects 


Fiji business teeters in aftermath of the coup 


foods and locally manufactured goods, 
and supplies of imported raw materials 
were drying up. 

By 6 October, Fiji's reserves were re- 
sorted to have slumped to US$79 mil- 
ion, compared to more than US$130 
nillion prior to the coup. The reserve 
yank is endeavouring to prevent the 
evel falling below US$78 million. It was 
"umoured to have printed an extra F$33 
million (US$21.8 million), about 10% 
of the government's recurrent budget, 
30 ease the liquidity crisis. 

Much of the outlook for Fiji's econ- 
emy depends on the efforts of reserve- 
bank governor Savenaca Siwatibau, 
who has refused to recognise the mii- 
tary regime. The regime, acknowledg- 
ing his value, appears to be content to 
allow him to function independently. 
There are constant rumours in Suva that 
he has resigned, but a staff member of 
tae reserve bank said Siwatibau in- 
tended to remain as head of the bank for 
as long as he was able to act indepen- 
dently. If he does ultimately resign, it 
would be a serious blow for interna- 
tional confidence in the Fijian ecor- 


omy. 

Despite a worsening drought and a 
late start to the sugar harvest, the Fi:i 
sugar industry is still counting on pro- 
Hp mem 350,000 tonnes of sugar, 
150, tonnes below the 1986 level. 
Tais should earn about F$70 million by 
the end of this year. Gold production 
ard canned-tuna exports also are hold- 
ing up. 

But in almost every other sector, 





nancial information services as well as a 
dynamic dealing capability. 

The CME began its move into finan- 
cial futures, through its subsidiary 
the International Monetary Market 
ipie with currency contracts in the 
early 1970s. Later it started trading in- 
terest rate futures, via US Treasury Bill 
and other contracts. Its stock index con- 
tract on the Standard and Poors 500 has 
since become the most actively traded 
instrument. This brought securities 
houses into the trading arena and other 
institutions, like pension funds, also be- 
came active players. 

The IMM is expected to add the Nik- 
kei 225 stock index futures contract, 
which is successfully traded on Simex, 
to its list of offerings in the second quar- 
ter of next year. An index futures con- 
tract based on the Europe, Australia 
and Far East index operated bv Morgan 
Stanley Capital International is also 
likely to be introduced. 


Fiji's business life seems to be destined 
to decline and, in many instances, col- 
lapse. Gordon Ryan, chairman of the 
Associated Banks of Fiji and chief man- 
ager of the state-owned National Bank 
of Fiji. said the second devaluation was 
"devastating" for businesses that were 
struggling to make ends meet after the 
first one. With al interest-rate re- 
straints lifted by the reserve bank, com- 
mercial banks were paving 28% on re- 
serve-bank borrowings, with a sub- 
sequent impact on their own rates. "We 
are revaluing securities in lots of places 
— à nasty thing to have to do. There are 
simply no buyers for most mortgaged 
properties; in a lot of instances we will 
just have to see major borrowers 
through," Ryan added. 

According to Pat Clark, merchandis- 
ing manager with Fiji's main supermar- 
ket chain, Morris Hedstroms, by 
January next year the price of most im- 
ported foodstuffs will have risen by “at 
least 50%.” 

The devaluation has killed sales of 
new cars and electrical equipment while 
the duty-free trade — a prime tourist at- 
traction for more than 20 years — ap- 
pears also to be doomed. Serious conse- 
quences are being predicted for the con- 
struction, bus transport, taxi and local 
inter-island shipping industries, and a 
question mark hangs over the govern- 
ment-owned airline Air Pacific. 

The coup has cost Fiji investment of 
at least US$500 million in planned 
tourist resorts. Next vear it could cost 
60-70% of the vital foreign aid received 
from Australia, New Zealand, India 
and other countries that say they will 
not recognise the military regime. It 
could also have perilous implications for 
Fiji's main sugar market. Britain takes 
about 176, tonnes a year, 33% of 
normal output, at preferential prices. 
The loss of that market could spell the 
demise of Fiji's sugar industry. o 
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The CBoT is the bigger of the two 
Chicago futures exchanges and traded a 
total of just over 100 million contracts 
last year, compared to the CME's 69 
million. But it is not a head-on com- 
petitor with the CME in terms of con- 
tracts traded. The 45% of world futures 
trading which the CBoT does is mainly 
at the long end of the business — in 
treasury bonds and municipal bonds for 
instance — whereas the CME concen- 


trates on short-term instruments like 


Treasury note futures. And the CME 
trades meat while the CBoT trades 
grain futures. 

But the two are coming increasingly 
into competition on global trading. The 
CBoT claims that its experiment in 
evening trading, designed to overlap 
with the morning session in Tokyo, has 
been so successful that it recently had to 
add Sunday evening trading to the 
timetable (even the CME is considering 
introducing Sunday trading during the 
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The lure of gold 
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interim period). The CBoT is now 
considering opening trading sessions 
from 2-8 a.m. local time to overlap with 
trading on the London International Fi- 
nancial Futures Exchange (LIFFE). 
This, rather than electronic trading, 
is the way forward, asserts the CBoT. 
Ultimately, it envisages three major 
world futures markets — Chicago, 
LIFFE and the Tokyo Stock Exchange 
— all trading their own contracts in such 
instruments as Treasury bonds and bills, 
yen bond futures, Eurodollar interest 
rates and British Government gilts but 
with active arbitraging among the three 
through extended trading hours. Arbit- 
rageurs can operate more effectively 
than screen-based traders if they can 
rely on locals to provide liquidity in the 
markets, says the CBoT. This global ar- 
rangement, which might also embrace 
the Sydney Futures Exchange, would 
extend to trading in stock index futures 
like the S&P 500, the Nikkei 225 and 


Japanese speculators move from equities to commodity futures 


By Charles Smith in Tokyo 


à ks excess savings which have helped 
to drive up equity and land prices in 
Tokyo during the past 18 months are 
also providing a spectacular boost 
for Tokyo's commodity-futures market, 
helping to close the gap with larger and 
better organised rivals such as the 
Chicago Mercantile Exchange or New 
York's Comex. 

Turnover in the gold-futures con- 
tract traded on the Tokyo Commodity 
Exchange for Industry jumped from 
83,000 kg in January 1987 to 368,000 kg 
in August, before falling back to 
161,000 kg in September under the in- 
fluence of higher US interest rates. On 
the strength of figures for the first nine 
months of 1987, the Tokyo gold-futures 
market is now about 7% the size of 
Comex, the market which continues to 
dominate world trade in gold futures. 
Officials at the Ministry of International 
Trade and Industry (Miti), the govern- 
ment authority which controls commod- 
ity-futures trading, say this compares 
with 4% in 1986 and 2.5% shortly after 
the market was established in 1982. 

The market's rapid growth reflects 
Japan's healthy appetite for gold (of 
which it is the world's largest importer). 
But gold importers, or traders who need 
to hedge their purchases of physical 
metal, are far from being the main force 
behind recent growth. Private transac- 
tions by speculators accounted for 
nearly 70% of outstanding positions in 
gold futures in September compared 
with 65% in January and 53% at the 
start of 1986, when the market was 
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much quieter than it is today. Turnover 
in platinum futures jumped from just 
over 90,000 kg in January to 244,000 kg 
in August, with private investors aver- 
aging nearly 80%. of outstanding posi- 
tions since the beginning of the year. 

Market officials see gold and 
platinum futures as an alternative to 
equities, which have begun to look less 
attractive since the Nik- | 
kei Average began mov- 
ing sideways in the later 
summer. 

An important indi- 
cator of the Tokyo gold 
market's rapid emer- 
gence as a s lative 
vehicle is the increasing 
size of "open-interest 
units” (buy or sell 
transactions which are 
not balanced by similar 
transactions in the op- 

site direction). Dur- 
ing 1986 the largest 
daily total of open- 
interest units record- 
ed by the exchange was 
75.000 kg, but from April onwards 
figures of over 100, kg have 
been reported each month, with Se 
tember setting a new record of 150, 
kg. 
Increasing speculation in gold fu- 
tures has been welcomed by Miti offi- 
cials, who admit that in its early days the 
market lacked enough speculators to 
balance its basic function as a place for 
the hedging of commercial transactions 





“Footsies” (the FT Stock Exchange 100 
Index). 


CME officials say that further links | — 


between markets, along the lines of the 
Singapore model, are unlikely in future 
because of increasing com 
tween major markets. ey expect 
Tokyo to extend its own range of futures 
contracts rather than collaborate with 
foreign exchanges directly. | 

Since Japanese institutions were 
given official permission to trade in 
overseas financial futures markets in 


May, two of Japan's biggest securities 18 


houses, Nomura and Nikko, have estab- 
lished a presence in Chicago and are ex- 
pected to apply to become clearing 
members of the CME. Seat prices on 
both exchanges have risen as a result of 
Japanese interest. China too is believed 
to be hedging its own foreign-exchan 
exposure, especially to yen, through 
Chicago futures markets as well as trad- 
ing grain futures there. u 





in precious metals. However, popular 
interest in precious-metals futures also 
means that public confidence has be- 
come more of an issue. In a report in 
November 1986, an advisory council to 
Miti called for a number of regulatory 
measures to enhance public trust in 
commodity-future's markets. 

The report also suggested that Miti 
try to get profits earned from trading in 
futures contracts exempted from capi- 
tal-gains tax. Most types of equity trans- 
actions in Japan are already exempt 
from capital-gains tax, but Miti officials 
say that negotiations with the Ministry 
of Finance (MoF) on similar treatment 
of commodity futures may take time to 
produce results. MoF officials may re- 

——— sent the fact that 
the commodity-futures 
markets have broken 
the ministry’s mono- 

ly of control over 
okyo’s major finan- 
cial markets. The MoF 
seems in no hurry to 
grant equal-tax treat- 
ment with equities mar- 
kets. 
Unlike the Tokyo . 
stockmarket, ^ where 
full membership is now 
open (at a price) toa | 
select list of foreign |. 
securities companies, 
companies handling 
transactions for private 
investors in gold futures are required to 
be registered in Japan. Market au- 
thorities, however, claimed to be an- 
xious to integrate the Tokyo exchange as 
far as possible with other major futures 
markets, eventually introducing a 24- 
hour trading system to link Tokyo with 
New York and Chicago. Even before 
this stage if reached Tokyo could come 
to account for a major share of world 
trading in precious-metals futures. W 
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3y Nick Seaward in Kuala Lumpur 


B alaysian-based marine and civil- 
FS contracting group Promet has sign- 
ed a financial-restructuring agreement 
with banks holding 92% of its unsecured 
debt. The agreement should pave the 
ay for the relisting of Promet’s shares 
on the Kuala Lumpur and Sing yas 
'k exchanges, where they have 
aspended from trading since 10 Sep- 
mber last year. 
Two banks — Morgan Guaranty and 
1e National Bank of Abu Dhabi — re- 
ised to sign. Banking sources in Singa- 
re indicate that Morgan is adamant 
t it will not sign and such a move may 
:& Promet to apply to the Malaysian 
'h Court for a court-ordered restruc- 
ing scheme. 
Ources close to Promet told the 
:W that they do not expect the dis- 
o get as far asthe courts as Morgan 
ot be able to Per NOR its teow 
ditors to petition for 
winding-up order. 
rtheless, if things 
"gh, Promet has 
pport of holders of 
n 75%. of the- 
of. the- unsec- 
debt in question, 
ugh to force dissent- 
creditors to join. 
Between them, the 
dissenting banks are 
ed a total of M$22.75 
n (US$8.9 million) 
tof a M$68.25 million 
idicated loan, which 
fas led by Morgan Gua- 
ranty. The other par- 
ti Te antsin the syndicate 
~~ First Interstate Bank 
of California, Amro, 
anque Nationale de 
aris, Royal Bank of 








ack from the brink 


k deal opens the way for relisting of Promet 


ranks and signed the agreement. Ac- 


Canada and Lloyds — have broken 


cording to one source, it is only “a mat- 
ter of time" before the National Bank of 
Abu Dhabi signs as well. 

Promet's total unsecured debt is 
™M$285.3 million owed to 15 Malaysian 
and foreign banks, and to Promet chair- 
man Datuk Brian Chang's own private- 
mvestment vehicle, Tonnage Invest- 
ment Lines (TIL). TIL became a cred- 
itor when it had to honour a guarantee it 
had given on a M$39 million loan frem 
Morgan Grenfell to Promet subsidiary, 
Ramunia Bauxite. Apart from that, 
however, Chang's own personal fortune 
‘which is said to be large), is not in- 
volved in the restructuring plan. 

According to the terms of the plan, 
which is reported to have been drawn 
ap and coordinated by Wardley, tae 
M$285 million of unsecured debt will be 


-PROMETS 


UNSECURED . 
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reduced to M$155 million over a period 


of six years. (Promet has M$18 million 
of secured debt, which is outside the 
scheme.) Repaymen: will be split into 


. two tranches, with Tranche A covering 


M$157 million and Tranche B the re- 
maining M$128 milbon. 

Tranche A is a six-year term loan 
with interest set at one point above the 
Singapore inter-bank offered rate. 
Tranche B will also de a six-year term 
loan but with interes ed ir only after 
a six-year grace period. Ín addition, the 
banks have the option to use their 


Tranche B loans to buy shares in Promet. 


from the “major shareholders" at the 
rate of one share of M$1 nominal value 
for every M$1 of debt, within a six- 
month period following the relisting of 
Promet shares. 

It isunderstood that both TIL, which 
holds about 24% of Promet, and the 
Kuwait Investment Office which holds 
1595, have agreed to sell their shares in 
this way and most of the banks have in- 
dicated their willingness to convert their 
debt to equity. Once the conversion has 
taken place, Promet will then apply to 
Malaysia's Capital Issues Committee 
for authority to issue to the major share- 
holders the same number of new shares 
as those that have been 
converted. 

Assuming that the 
entire M$128 million of 
Tranche B :s converted, 
Promet will end up with 
M$398 million of share- 
holders' funds and debt 
of M$175 million — a 
debt-equity ratio of 
0.44:1. This compares 
with shareholders' funds 
before the restructuring 
scheme of around M$270 
millicn and debts of 
M$303 million — a ratio 
of 1.1:1. The price that 
the major shareholders 
will have to pay is the di- 
lution of their combined 
stakes from 39% to 28% 
after the additionalshares 


have been issued. E 
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The Almanac of China’ S 
Foreign Economic Relations 
&. Trade 1987 


China's trade policies with the rest of 
the world have never offered more 
opportunities than they do today. The 
country represents an unprecedented © 
potential - an expanding market 
equivalent to one quarter of mankind. 
And yet, data on this rapidiy growing 


e People's Republic of 
hina Year-Book 1987 
People's Republic of China Year- 
)k 1987 is not only fascinating reading 
hose with social and cultural interests in 
una, but an essential reference for 
ople with business dealings in the 
ony: 
hat is it? 
us classic volume with over 750 pages 


















































NOW THESE TWO CLASSICS 
-CAN BE YOURS AT A 
SAVING OF US$34.80 

Buy both of these informative books 
and you can save US$34.80 off their 
original combined price. Which 
means that for less than US$140 
you'll get: 
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ngularly offers the most complete guide * Thousands of pages of detailed economy has, until recently, been scant 
de ety aspect of life within China data examining the changing face of and unreliable. | 
vailable today. Its contents range from | China. Now, there is one sai gee 
people and culture to economics, - encapsulates every detail relevant to a 
na ide, polities, education. science | * EX b eru) ed and articles businessman conducting dealings with 
ology. Plus countless other — . coni routed oy authori arians, China ~The Almanac of China's 
wered in precise detail. per taining to bs SUE nc. Foreign Economic Relations & Trade. 
h invested by the New China available i E China. | The Almanac records articles arid data 
rofessionals who know the undreds of photographs and contributed by leading scholars and 
illustrations of interest. authoritarians as well as representatives 
e Two systematic and valuable from China's Forzign Economic Relations 
" references for those with business _ and Trade Department. Its contents are 
| it? e in China. extensive and detailed, systematically 
laid-out for ease cf reference. It includes 
vital information to businessmen, such 


as trade policies and 
n restrictions; and even 
7 offers listings. of potential 
" — joint-venture partners. 
Who needs it? 
The Almanac is absolutely 
vital to anyone thinking of, 
| or already involved in, 
business relations with 
. China. It is aiso.a fascinating 
record of the changing face of 
A ; m China's trade policies. Not only 
É- ! is it one of the few books that 
- | Offers an accurate view of China's 
economy but it is also the most 
f up-to-date documentation of this data. 


To take advantage of this opportunity and save US$34.80 simply clip and mail this coupon to: 


Publications Division, Far Eastern Economic Review Ltd., GPO Box 160, Hong Kong. 
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on. And, because 
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By Paul Handley in Bangkok 


"I*hailand's rice crop looks likely to be - 


S the decisive factor in determining 


just how high rice prices will soar next - 


year. Drought and catastrophic floods, 
which disrupted crop planting in several 
major rice-producing countries from 
July to September (REVIEW, 10 Sept.), 
will reduce the amount of rice available 
on world markets next year by.as much 
as 16%, according to some estimates. 


Thailand’s mixed blessing 


| Poor harvest may send rice prices soaring 
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Paddy Milled 


At the same time, demand is expected | |; 


to jump because many of the producer 

countries hit by the bad weather, like 

India and Bangladesh, will have to im- 
 portsignificant amounts. 

Thailand is the world's biggest ex- 
porter of the grain and the swing pro- 
ducer on world markets. Reports that 
its rice crop has been hit by the bad wea- 
ther have sparked a 29% jump in. white 
rice prices since mid-July. Over. the 
same period, prices for parboiled rice, 
which is commonly consumed in India 

. and Bangladesh, have leapt more than 
50%. Parboiled rice prices have. now 
overtaken those of the usually more ex-- 


pensive whiterice,favouredin Eastand o .. —  — ^ — ^ | — id 
— — ^5 [2 Thailand's Ministry of Agriculture 

Rice Research Institute has 

| that the upcoming crop will be 17.5 mil- 


Southeast Asia. : — m 

The rise in prices has also been 
fuelled by a significant reduction -in 
national rice stocks worldwide. Aggre- 


gate global stocks (excluding China 


and North Korea) have so far fallen . 


E 14.5% to 22.5 million tonnes this year, 
according to estimates by the US De- 


ms  partment of Agriculture (USDA). The | -As a result, Thailanc ar 
down from the 4-million tonne mark. 


department predicts that by the end of 

the year they will have been reduced by 
30% against 1986 levels. Stocks in both 
Thailand and the US, the world's sec- 
ond-biggest exporter, are already low so 
neither country is in a position to inter- 
vene in the market to slow the rise in 
prices. 

-A clearer picture of the state of the 
Thai rice crop will become available in 
early December. Analysts believe 

the estimates are unlikely to re- 
verse the price trend. It is already 
clear that the area planted this year 
is slightly smaller than in previous 
years because..of drought and 
floods. Replanting in drought-hit 
areas was delayed and in many 
cases slower-growing seed, instead 
of seedlings which were destroyed |. 
by the bad weather, was used. 
Yields on photosensitive varie- 
| ties, which mature late in the sea- 
|. son when daylight hours have de- 
creased, are also expected to be 
. low. Many farmers replanted their 
fields with. high-yield non-photo- 
Sensitive var after the first 


planting was destroyed. 
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lion tonnes of paddy, equivalent to 


about 11.6 million tonnes of milled rice. | 


This compares with an estimated 18.8 
| million tonnes of paddy for this year's 


main and second crops. X 


-As a result, Thailand's exports are 


which has been reached for the past four 


“years. Coupled with reduced éxports by” 
other regional rice producers, this is 


likely to cut the amount of milled rice 


available on. world markets next year 


from 12.7 million tonnes in 1986 to 11.5 
million tonnes or less. 
Some analysts have predicted that 


THAI RICE PRICES 


"T 100% B white rice 


Thai 1096 parboiled 
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has estimated - 


| Thailand are hard to come by. Bu 


| stocks is held in the form of paper 

















This would relegate 


world's second-biggest exporti ne 
hind the US. USDA, based on anal 
by US Embassy officials in Bangkok, 
timated on 8 October that Thai prodi 
tion for 1988 would be 15.75 million to 
nes of paddy, about 10.5 million tonn 
of milled rice. This would reduce Tha 
T to 2 million tonnes, agai 
2.4-2.6 million tonnes forthe US. __ 
A US official has insisted that 
forecast is not a “worst-case” scenario 
Thailand’s rice millers, who. stand 
benefit from poor crop predictions t 
cause of the stocks they hold, ha 
agreed with the USDA forecast 
Bangkok’s main private exporte: 
however, have disputed the low figure 
though Vichai Sriprasert of Riceland | 
ternational said exports might. hit 2 
million tonnes, “if we are very lucky 
The market has evidently taken th 
USDA figures to heart. A group fre 
the US Rice Millers Association. 
Thailand after a survey visit in 5 























tember confident that a po 
. would mean rising prices. “The 
bullish they have got horns- 
heads," commented one Bangl 
based commodities trader. - 


The urgent demand for part 
rice, a small part of the Thai crop 
pushed its price from US$190a t 
| July to US$292 at the beginning 
_ tober. The price of white rice has 
driven up by the prospect of shor 
and the reluctance of US farmers 
traders and some Thai millers to re 
| their stocks. | 





























































for the level of stocks h 


Figures 


in Bangkok say the government's 
. of more than 500,000 tonnes in res 
ds exaggerated. A large part of 


private traders, who, analysts belie 
could not meet a call for the rice if pri 
ed without defaulting on their own c 
tomers. dm 7 OE 
The prospect of a tight local supply 
next year is beginning to generate some 
concern. One locally based foreign 
analyst said that given the threat of a 
bad crop, low stocks and strong over- 
seas demand, Bangkok was being 
far too complacent. If prices soar 
and the crop is small, Vichai says, a 
small domestic shortage is possibl 
Kamnan Song, the operator of 
one of the country's largest rice 
trading halls, has suggested that the 
government intervene if local prices 
move to Baht 5,000 (US$193.8) 
a tonne. Currently, prices are Baht 
4,200 for medium-grade padd 
double the January figure. | 
The government, howeve 
48 would be hard pressed to remoy 
. the windfall to farmers, who are et 
joying a Boldenyear. " For the firs 
time, eaid a local, the farmers at 
deriving the maximum benefit fr 
the price situation. LT 
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ECONOMIC RELATIONS 


Beggar-thy-neighbour 


EC stands firm on the need for agricultural subsidies 


By Shada Islam in Brussels 


TE European Commission has un- 
veiled a cautious and deliberately 
vague “two-step” approach to solving 
the growing crisis in world agriculture, 
effectively dashings hopes of rapid pro- 
gress towards liberalising world farm 
trade. The proposals reaffirm the EC's 
distaste for what officials in Brussels de- 
ride as the “unrealistic and aggressive” 
US calls for the elimination of farm sub- 
sidies by the end of the century. 

The EC plan, to be presented to the 
General Agreement on Tariffs and 
Trade negotiating committee on ag- 
riculture in Geneva at the end of Oc- 
tober, is unlikely to win over the farm- 
exporting nations which want urgen: ac- 
tion to tackle the problems of agricul- 
tural overproduction, falling commod- 
ity prices and farm trade barriers. 

The EC proposals, including a con 
troversial plan for higher 
tariffs on imports of oilseeds 
and cereal substitutes, confirm 
Europe's image as a high- 
ly protectionist agricultural 
power, willing only to make 
minor changes in its much- 
criticised Common Agricul- 
tural Policy (Cap). Unless EC 
foreign ministers can tone 
down some of the commis- 
sion’s demands, the proposals 
could provoke an increase in 
the “beggar-thy-neighbour” 
trade measures which have 
been condemned by the UN’s 
Food and Agricultural Or- 

anisation director-general 
douard Saouma. 

During a meeting in Rome 
of the organisation’s commit- 
tee on commodities at the be- 
ginning of October, Saouma 
said the volume of world agricultural 
trade had been “virtually stagnant for 
five years.” Export prices were lower 
than at any period during the past 10 
years. The “state of profound crisis” in 
world agriculture showed no signs of im- 
proving, he warned, as industrialised 
countries continued to insulate domestic 
markets from world market forces and to 
curb market access for low-cost produc- 
ing countries. 

But the EC plan does go some way 
towards meeting demands for changes 
in European farm policies — at least 
from the agricultural exporters of the in- 
dustrial world. Recognising that high in- 
ternal prices have encouraged Euro- 
pean farmers to produce surplus food, 
the EC has now promised t@undertake 
a “progressive reduction in farm sup- 
“port programmes.” However, just when 


Car marooned in a sea of potatoes dumped by French 


and how such subsidies will be phased 
out — a move prompted to a large ex- 
tent by domestic budgetary difficulties 
— has been left deliberately vague. 

EC experts say this is because such a 
move has to be tied to discussions on 
Cap reform. “It is extremely important 
that the mandate for Gatt negotiations 
on agriculture does not frustrate our 
own efforts to reform EC agricultural 
policies,” said Farm Commissioner 
Frans Andriessen. Some form of aid for 
farmers would continue to be necessary 
even by the year 2000, he added. 

de eg di e most worrying aspects of 
the plan, however, are suggestions that 
the phasing out of farm subsidies wil: be 
accompanied by a "rebalancing" of the 
EC's external barriers. Andriessen ad- 
mits he would like to increase tariffs on 
European imports of oilseeds and cereal 
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substitutes, such as corn gluten feed, 
manioc and sweet potatoes from the 
US, Asia and Latin America. 


hile US corn gluten feed enters the 
EC duty-free, Asian and Latin 
American ex of manioc are subject 
to a 6% tariff and annually imposed im- 
port restrictions. Chinese exports of 
sweet potatoes enter duty-free and, on 
paper at least, face no curbs. But, re- 
ports of a "spectacular" increase in Chi- 
nese shipments prompted the EC to sus- 
pend imports last April and to consider 
the introduction of duty-free quotas 
Officials say that import restrictions 
on animal feed are essential if the EC is 
to control its massive cereal surpluses. 
The community produced a record 173 
million tonnes of cereals this year, up 
12.5% from last year. Production of 


farmers. 





oilseeds rose by 20% this year. Since 
domestic consumption continues to lag 
behind production, most of the 
surpluses continue to be dumped on 
world markets. 

EC experts say that higher import 
tariffs on products lixe manioc and corn 
gluten feed will force European farmers 
to start using EC-produced cereals as 
animal feed, and therefore- reduce 
European sales of cut-price cereals on 
world markets. 

The commission’s proposals are 
being backed by the French Govern- 
ment, but opposition to the proposals 
has already come from Britain, Holland 
and West Germany. 

Increased tariffs and import restric- 
tions will not solve Europe’s problem 
of chronic agricultural overproduction, 
says an Asian farm expert. This can only 
be done by stopping farm subsidy pro- 
grammes which encourage farmers to 
produce unwanted food. The introduc- 
tion of curbs is also counter to the aims 
of liberalising world trade set by the 
Uruguay round of Gatt talks. 

The EC would like the Gatt talks to 
be divided into two distinct phases. The 
first, short-term stage would concen- 
trate on restoring a balance in 
the sectors suffering from the 
worst surpluses. mainly ce- 
reals, milk and sugar. The ma- 
jor cereal-exporting nations 
could avoid dangerous “sub- 
sidy races” by agreeing to a 
“market-sharing arrange- 
ment,” ensuring them a cer- 
tain percentage of the world 
cereals market, suggests An- 
driessen. 

EC officials insist that they 
are not calling for a world 
“cereals cartel” and that their 
proposals do not therefore 
contravene international rules 
on free trade. “There will al- 
ways be room for newcom- 
ers,” they insist. But the pros- 
pect of what one Asian farm 
expert in Brussels described as 
an “agricultural Yalta” is 
hardly likely to win Europe many 
friends in Gatt. 

The second stage would focus on the 
phasing out of subsidies and the re- 
negotiation of tariffs that distort agricul- 
ture markets. “We need new rules re- 
garding access to our markets and ex- 
exports,” insists Andriessen. 

Unlike the Americans who want to 
put agriculture on the “fast track” in 
Geneva and whose dramatic proposals 
for slashing farm subsidies by the year 
2000 continue to irritate EC officials, 
Andriessen does not want agriculture to 
be viewed in isolation at the Gatt talks. 


| His views are backed by EC External 


Trade Commissioner Willy de Clercq 
who stresses that the Lruguay talks 
must produce “a balanced global pack- 
age of which agriculture is just one 
element.” o 
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Bond Centre The new centre 
of Hong mS. 


You have no doubt seen Bond Centre. Its twin towers rising 
]S— n 
= around Bond Centre at Queensway. Currently Central's 
=— <] fastest growing business area. 

a Three minutes away, and still under construction, 
| " "^^, are the new Bank of China and the Marriott, Conrad 
X CRURA and Shangri-La hotels. To the west, the Mandarin, 

Furama and Hilton hotels and the Hongkong Bank. 

Whilst on its doorstep, extensive transport facilities including trams, 
buses, minibuses, the MTR, taxis and a variety of shops and restaurants 
within Queensway Plaza. " 

Pedestrians can reach Bond Centre via 
a convenient network of overhead walkways 
leading into the four corners of the building at © 
first floor level. qi 

In all, it should come as no surprise that Sifi ls edie rer ie br 
Bond Centre has already become the preferred og e 
business address of many prominent corporations. Those who demand an 
excellent location, convenient transportation facilities, an exciting working 
environment and, above all, superb value for money. 

If you too would like to make the move to the new & 


centre of Hong Kong, call or write to Mr. Michael Laven or 
Mr. Simon Haynes of First Pacific Davies in Hong Kong. BOND 


Completion date: November 1987. CENTRE 


Central, Hong Kong 
e 

















FIRST PACIFIC DAVIES 
Central, Hong Kong. Tel: 5-8104838 





. FIRS 1 23rd Floor, Two Exchange Square, 
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Deutsche Bank 
get the job done. 





It means employing, or creating, 
the most efficient financing instru- 
ment. It requires direct placement 
capability in. every important cur- 
rency, as. well. as a worldwide 
network that can distribute even 


the largest issues. Finally, it 


demands a demonstrated com- 


mitment to mai intaining a liquid 
and price- competiti ve secondary 
market. 

The Deutsche Bank Group is a 
world leader in corporate finance, 




















Deutsche Bank AG 
Head Offic 
"eunusanlage 12 

BO Box 10 0601 
000 Frankfurt a. M. 1 
al: (69) 7150-0 


DB Capital Markets (Asia) Ltd. 
Tokyo Branch. 

ARK Mori Building 22F 
12-32, Akasaka, }-chome 
Minato-ku, Tokyo 107 

Tei: (3) 589-1986 . 


Corporate Finance and the 
roup. Resoui 


Deutsche Bank 
Capital Corporation 
40 Wall Street 

New York, NY 10005 
Tei: (272) 612-08 00 





















because time and time again, we 
apply. whatever resources we 
need to get the job done. In fact, 
last year our clients relied on usto 
lead-manage euroissues valued at — 
over US $ 12 billion. ow 
For corporate finance, as wellas | 
other investment and commercial 
banking services, consider using 
the resources of one of the world's 
leading banks. m 
Contact the Deutsche Bank . 
Group office nearest you. 
















Deutsche Sark d 
Capital Markets Limited ^ t 
150 Leadenhall Street — 120 Gandve - 
PO: Box 126 | Case Postale 242 
London EC 3v.4 RJ 1211 Genévet | 
Tat. (1) 2830033 Tels: (22) 3901 1 














FIND PEACE & TRANQUILITY 
IN THE HEART OF BANGKOK. 


When the pressures of business in 
Bangkok get too much, escape to the 
sanctuary of the Hilton International. 

Here, in 8^ acres of beautifully 
landscaped park, excellent recreational 
facilities combine with superb service 
and accommodation to create an casis 
in the heart of the city. 

Add to this a comprehensive range 


of business amenities and you have 
the very best of all worlds only a snort 
stroll from everything that Bangkok 
has to offer. 


For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service. 





HILTON INTERNATIONAL 


BANGKOK 
AT NAI LERT PARK 





WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your hel 
to survive 


QN JE every eighty to a hundre ^d ve: 
bamboo forests in Chinas S 
Province, burst into flower and then die o: 
thats bad news for the Giant Panda, 
depends for its survival on huge amot 
bamboo. 

But that's just one of the problems fac 
Panda. 

To ensure that it has 2 future it is * 
preserve the complex ecosystem in wj 
lives, to carry out resea-ch into its dietary 
and investigate possible alternatives, to di 
the reasons for its low reproduction r 
study the problem of internal parasites — a 
factors and many more which tarea! 
survival. 


Recognition of the urgent need to solv 
and other problems has resulted in a uniq 
historic partnership between WWF a 
People's Republic of China. 

WWF has agreed to contribut 
$1,000,000 towards a total of abo 
$3,000,000 needed bv the Chinese G 
ment to mount a major Panda Conse 
Programme. This includes constructic 
research and conservation centre in the la: 
the Panda reserves— Wolong Natural Res 
Sichuan Province. 

A team from WWF, led by the disting 
ecologist Dr. G. Schaller, is already at v 
Wolong together with top Chinese sc 
under the leadership of Professor Hu Jin 

The Giant Panda is an endangered : 
It is also the symbol of WWF's wor 
conservation efforts to save life on earth. 

But WWF needs money — your money 

Please send con: ributions to the W'W 

National Organisation m your country or d 

WWE International, 1196 Glanc 
Switzerland. 





WORLD WILDLIFE 


WWF acknowledges the donation of this space & 
Far Eastern Economic Review 
Advertisement prepared as a public sermce by Ogilvy & 


omes from experience 


Dedication and knowledge make our flight and cabin crew 
very special. 


\t the Kuwait Airways Training Centre, pilots and flight 
engineers undergo stringent tests to ensure the highest 
degree of proficiency. 


Just one more example of Kuwait Airways commitment to 
rem Tras carefree and comfortable flight — every d a ól " Ipi b's 
minute o e way. r +1 

KUWAIT AIRWAYS 
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TEMP mmm 


UNECET 3p 


The old adage: ‘You only cet out 
of life what you put into it,' also 
applies to the results you get from 
your advertising. 

Put it in the right place, with the 
right momentum behind it, and there 


are no limits to what you can achieve. 


Think of The Review as a high 
performance vehicle. A means of 
rapidly transporting your product or 
service straight to the too. As Asia's 
most respected and highly regarded 
publication, The Review reaches 
more leading ‘igures in government, 
finance and business, more decision 
makers and top management, than 
any other publication. 


And does it more cos: efficiently. 
@ 





For your product or service, the 
environment of The Review adds to 
the mileage you get out of it. 
Outstanding editorial content and a 
mix of other high octane advertisers 
make The Review well received in 
influential circles, all over the worid. 


Now there's fuel for thoucht. 
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During the past year, 9 leading automotive 
manufacturers invested in 87 pages of advertising 
with The Review. 
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Cotton confrontation 


Pakistan puts a tax squeeze on yarn exporters 


By Husain Haqqani in Islamabad 


akistan's cotton-yarn exporters, 

among the major suppliers to the 
world market, are locked in battle with 
the government over the doubling of the 
duty on exports, which will cut their 
profits, while yielding Rs 900 million 
(US$51.42 million) in additional state 
revenue. The increase in the export 
duty on cotton yarn was part of a pack- 
age of new levies announced last month, 
designed to increase the federal govern- 
ment's income by Rs 10 billion, while 
stabilising the domestic yarn market at 
the same time. 

Under the new measures, the export 
price of cotton lint was fixed at 73.50 US 
cents a lb and a new duty imposed at the 
rate equivalent to the difference in 
the local procurement price and the ex- 
port price. Export duty on cotton yarn 
was doubled to Rs 10 a kg and basmati 
rice exported in packets was subjected 
to a new tax of Rs 5,000 a tonne. 

Justifying the new taxes, Commerce 
Minister Mahbubul Haq said the gov- 
ernment was trying to secure the na- 
tion's share in the profits of business- 
men who have had a windfall from 
higher world prices of cotton and rice. 

Pakistan expects to export 3.5 mil- 
lion bales of cotton, 20 million kg a 
month of cotton yarn and 300,000 ton- 
nes of rice during the current financial 
year (ending 30 June 1988). 

ile the rice and lint levies were 

uietly accepted by the private sector, 
e yarn exporters decided to fight back 
and the All Pakistan Textile Mills As- 
sociation (APTMA) has launched a 


SHIPPING 





major lobbying effort for the removal of 
the additional duty. APTMA says the 
levy makes export of cotton yarn un- 
competitive and that Pakistani export- 
ers might not be able to honour forward 
contracts signed before the doubling of 
the export duty. 

The government claims that the spin- 
ning industry has been making huge 
profits through exports at the expense 
of the domestic powerloom and ancil- 
lary industries. Since the export of yarn 
is a quick, cheap way of making money, 
textile-mill owners have shown little in- 
terest in developing ancillary industries 
to produce higher value-added goods. 
Domestic supply shortages have also 
been reported, despite an increase in 


Problems contained 


Anew transport service opens doors for Nepal’s exports 


By Kedar Man Singh in Kathmandu 
A US shipping company has intro- 
duced the first direct container link 
to Kathmandu, opening the way to a 
significant reduction in cost for Nepal's 
exports and an easing of the bureaucra- 
tic stranglehold India maintains on the 
landlocked country’s trade. 

American President Lines (APL) has 
started a door-to-door containerised- 
cargo service to Nepal via Pacific and 
Mediterranean ports — a move which is 
likely to cut the costs and losses now in- 
volved in Nepal’s foreign trade, more 
than 99% of which must now pass 
through the Indian port of Calcutta, 
reputedly the world’s least efficient. 
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Heavily congested Calcutta, 500 
miles southeast of Kathmandu, is the 
nearest port now available to Nepal — 
though a small amount of trade is routed 
orong Chittagong, in Bangladesh. All 
Nepal trade passing through India is 
subject to Indian customs scrutiny, 
which means unpacking each consign- 
ment at the port. The cargoes are then 
transported overland, usually in small 
trucks to the Nepalese border, where 
they are once more broken down and 
reloaded onto other trucks for their 
final destination in Nepal. All these 
transfers provide an ample opportunity 
for damage and theft. 





| underprice in the export market and | 
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yarn production from 482 million jn | 












turer-exporters would still make a 24% 
profit a kg after the imposition of ad- | 
ditional taxes, resulting in cumulative | 
profits of Rs 2-3 billion for the spinning | 
sector. On the other hand, the export | 


duty would check the tendency to | 


would improve the supply of yarn to — 
local cloth manufacturers at a reason- | 
able price. “a 
According to APTMA, taxation of | 
yarn exports at a rate higher than raw | 
cotton violates the government's policy _ 
of promoting higher-value exports. Cri- | 
tics say the duty could jeopardise as- | 
sured foreign-exchange earnings andre- | 
sult in stockpiling of yarn as the localab- | 
sorption rate of cotton yarn is claimed to — i 
be quite low. B 
PTMA is also upset by the applica- | 
tion of the new duty on export contracts | 
concluded before its imposition, but the | 
government claims many of these con- | 
tracts are bogus and have been | 
backdated. Haq alleged the exporters | 
had produced backdated contracts for | 
more than a billion kg of yarn and says | 
most of them were booked in places like 
Dubai, which are not traditional mar- | 
kets for yarn. k 
In retaliation for the cartel's pro- | 
tests, the Commerce Ministry has taken | 
away the administration of yarn export | 
quoa from APTMA and handed it to 
e official Export Promotion Bureau. | 
APTMA had handled the allocation of | 
quotas since the beginning of this year | 
when Pakistan introduced voluntary re- - 
straint on exports of cotton yarn to cer- 
tain markets, notably Japan. | 


t 
| 
| 
l 
| 

These losses add 40-60% to the cost | 
of imported goods to Nepalese manu- | 
facturers — and doubles the ultimate | 
cost to consumers, a senior spokesman | 
of the Nepal Overseas Export Promotion | 
Association told the REVIEW. In addi- | 
tion, port procedures at Calcutta add | 
heavy demurrage costs to Nepal's trade 
account: some Rs 100 million (US$5.1 
million) a year, according to private es- 
timates. Nepal sought to ease this prob- 
lem in the early 1970s, by launchingtwo | 
shipping lines of its own — neither of | 
which is still operating. é 

APL actually started its direct con- 
tainerised-cargo service to Nepal in | 
April 1986. But during its first eight | 
months of service, it handled only one | 
consignment — a shipment of San | 
Miguel beer from the Philippines for Na- 
tional Trading, a semi-government ex- 
port-import organisation. 

Howevg, after the first shipment, | 
the service stalled because of bureau- | 
cratic difficulties with Calcutta Port au- | 


s 





bruary; traffic has risen to 60 contain- 
$a month — almost all e. 5 
The exparsion of the APL service 
ould be a boon to Nepai's manufac- 
urers and traders, as well as the public. 
yoods from markets such as Taiwan, 
ongkong, Singapore, Japan, the US, 
he European Community. China and 
he Nordic countries will be handled, 
till using Calcutta port. APL uses inter- 
iodal. (vessel-and-truck) containers, 
which are sealed with high-security steel 
Ocks. The line accepts cargo on a col- 
ect-charge basis as well as prepaid. 
- The service should be of special help 
o garment, woollen carpet and handi- 
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Lower freight. costs could also help 


, Nepalese garment and carpet manufac- 
| turers tc compete with Indian, Chinese, 

_ Bangladeshi or even South Korean 
. manufacturers, said a senior official of 
| the Nepal Trade Promotion Centre. . 





rhe keys to the cache 


ign fund | managers begin: to tap the Japanese: — 


irst board meeting of the Japan | 
| alone was US$246 billion as of 
October brought | 
n end the opening chapter of | 
country’ 8$ fund-management in- | 
so far suggests | 
an's ¥400 trillion (US$2.72 trillion) - 
gs market will grow rapidly, is still | 
e and that, therefore, the op- - 
ities. for foreign fund managers : ^ 

i 1986, tightened official 


; rities Investment Advisers As- 
tion on 14 
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mmense. 
jere are two ways of doing business 


is market: giving advice to others | 
yw to invest their money and, more | 
ively, being given the mandate to | 
ge the cash on somebody else's be- : 

. Foreigners have for years been | 

» to offer the former service. Only | 
ice May has the government issued li- _ 
ences to foreign (or, indeed, local) — 
irms to manage investments on a dis- | 
cretionary basis within Japan. There are | 
now 115 licensed fund managers, of . 
which 23 are foreign. More than 30 | 
other non-Japanese investment advisers | 
, exist in Japan. Institu- 





are waiting in the wings. 


- ;; One of the two foreign companies on | 
the association's 15-member executive | 
board is Baring International Invest- 
ment Management. The Tokyo sub- 
sidiary’s managing director, Kimisato — 
reckons that the total- 
amount of local money either advised - 
on or managed by Japan-based foreign - 
institutions (excluding the non-Japan- | 
ese trust banks) has now reached US$10 | 
ilion; about US$3 billion more than at | 
e end of last year, when firms could 
y act as advisers. The amount has | 

; tions and cash-rich corporations were 


Nagamine, 


nibled each year since 1984, he says. 


at makes it all the more encouraging 1 
; where to put their money. The Japanese - 
_ brokers have little experience of global 
. portfolio management and have never. 





that these amounts are nly’: 


hare of total Japanese funds under 
institutions’ bs 


anagement. Financial 


gross holdings of Overseas securities 


February this year. | 

-Fore:gners got their foot in a | door 
opened by the Finance Ministry, which 
was mainly concerned with protecting 
small investors, 8,000 of whom lost 
¥18.4 billion in the notorious: Toshi 


Journal securities fraud of 1983-84. The | 


Investment Advisory , 
passed in May 


supervision of securities 
investment. It placed 
fund. management on a 
sounder footing by issu- 
ing licences to firms - 
which wanted to enter 
the business and they 
had to fulfil certain cap- 
ital (and other) require- 
ments to qualify. Until 
three years ago, invest- 
ment advice as known 
in the West did not 


tions and individuals 
with money to save received free ad- 
vice from. Japanese securities houses 
and did not feel much need to go else- 
where. 

Portfolio diversification has changed 
that picture. Tokkin funds (corporate 
investment trusts) began investing in 
equities in addition to fixed-interest 
securities and capital in all forms started 
flowing out of the country looking for a 
home. Ignorant of the investment ways 
of the outside world, financial institu- 


now prepared to pay for good advice on 








^ épelese garent and. textile | conducted a feasibility st 
o the US face quotas, this cate- - 
. gory of goods has emerged as Nepal's 
| leading non-farm export — with gar- 
; ment sa'es to the US in 1986 exceeding | 
. Rs 800 million. Using the door-to-door 
| container service should reduce the 
| transport cost of these goods by about 
| half compared to air shipments, which 
; are often used by textiles exporters to 
= avoid the problems at Calcutta. 








| on Nepal's $: F 
multi-modal containerisation, and rec- 
ommended that Nepal seek to have it 
included as a provision of the Indo- 
Nepalese treaty governing trade and: 
transport. (This treaty, dating from 
1955, gives India the right to check 
Nepalese import and export shipments 
as they transit India.) Amending the 
treaty to reflect the new cargo service, 
the bank said, would allow the move- 
ment of International Standards Organi- 
sation marine and domestic containers 
between the ports and the Nepalese 
border, either on highway container 
chassis or on rai ‘way-container: wa- 


gons. o 





been particularly strong c on  fandamen- 
tals, both of whick US and European 
houses are good at. 

Local brokers and other financial 
institutions are trying to catch up 
with their foreign rivals, but for the 
moment, companies like. Fidelity Inter- 
national and Paribas Asset Manage- 
ment have a comparative advantage 
in advice on overseas . investment, 
But these are still early c days for. the 
industry. — - 

Because the basma is still unfamil- 
iar, a typical Japanese firm with, say, 
320 billion worth of surplus cash will 
give equal amounts to seven or eight 
fund managers, of which perhaps one or 
two are foreign. Al:hough performance 
is important, long-term. 
| corporate relationships 
| also count for a great 


deal. Many financial 
institutions, such as 
banks and insurance 


companies, are learn- 
ing from the foreign | 
fund managers so that 
they will soon be able to 
do the same job... >. 

Nagamine suggests 
that most foreign fund 
managers are touting 
for business at the top 
of each type of finan- 
cia! institution's league 
table and working their 
way down, though he suspects that 
eventually it will orly be the smaller fry, 
such as the lesser regional banks and in- 
surance firms, which will want other 
companies to manage their foreigh.i in- 
vestments indefinitely. 


Masayoshi Hircmatsu, president of 
Merrill Lynch Capital Management i in 
Japan, says that his firm is the only 
foreign concern to receive all of its man- 
agement business, via Merrill's broking 
arm, from Japanese. clients. He believes 
that foreign f ms which are either com- 
pletely independent or operate at arm's 
length from their brokerages, will find it 
difficult to win many Japanese it institu- 
tional ceni : 
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i gm eagerness of the Indian Space Re- 
search Organisation (ISRO), the 
government agency that executes the 
country’s space-exploration program- 
me, to significantly increase industry 
participation in space programmes is 
understandable. As India’s space ef- 


forts have grown in complexity and size, 


ISRO has become bogged down with 


.] the problems of manufacturing and 


routine industrial operations. This is ad- 
versely affecting its concentration on 
major projects and research and deve- 
lopment tasks, and is threatening to 
slow down substantially the pace of the 
programme. 

Back in January 1986, the chairman 
of ISRO, Prof. U. R. Rao, said that the 
organisation was “now quite keen to di- 


- | vest the management and technical op- 
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rwy 


_ erations of selected production, techni- 
cal and operational facilities and hand 


them over to Indian industry.” 

Selling goods and services to ISRO 
was worth a measly Rs 130 million 
(US$14.6 million at the exchange rate 
prevailing on 30 December 1977) in fiscal 
1977-78 (ended March). Nine years later, 
the market had grown to Rs 1.19 billion 
(US$90.8 million). Net of annual infla- 
tion at 8%, this represents a real growth 
of around 350% in less than a decade. 

Projections for the 1990s should be 
even more heartwarming for Indian in- 
dustry. According to D. Sasikumar, 
head of the Trivandrum-based Indus- 
trial Planning and Liaison Division of 
ISRO, the 1990s will see ISRO (pending 
about Rs 70 billion to launch 37 satel- 
lites. It is expected that Rs 24 billion of 


- this will be spent on acquiring supplies 


from indigenous manufacturers. 

Despite the quantum leap in actual 
and projected size of the market, India's 
spacemen have gone a step further by 
rawing up strategies to induce reluc- 
tant Indian entrepreneurs to do busi- 
ness with them. Since August 1984, 
ISRO has been organising, in collabora- 
tion with the Confederation of En- 
gineering Industry (CEI), a series of 
meetings, workshops and seminars all 
over the country to woo Indian industry 

into participating in space projects. 
is would call for a racical role re- 
versal on the part of domestic industry. 
From being merely suppliers of pro- 
ducts, industry is now expected to as- 
sume the role of prime contractors — 
and have the capability of executing 
complete projects. The first such con- 
tract in the public sector, for the manu- 
facture of a 9-m spacesimulation 
chamber, has been awarded to Bharat 


f. Heavy Plates and Vessels. 


In a feature on the Indian space pro- 
gramme (REVIEW, 27 Aug.) it was 
noted that “it is not the big industrial 
houses that ISRO is most eager to pro- 
mote.” However, the response of the 
majors is a crucial elementin how well 
smaller firms will respond to ISRO 
overtures and, subsequently, to the suc- 
cessful implementation of India’s space 
plans in the 1990s. 

There are three main reasons why 
ISRO needs big business to take more 
interest in the space programme. First, 
the level of investment required to meet 
ISRO's needs in the 1990s is far beyond 
the scope of small-scale units. 
Sasikumar estimates that Rs 6 billion 





will have to be spent on plant and 
machinery to produce the Rs 24 billion 
worth of products ISRO expects to Duy 
from indigenous E 

Secondly, small firms are not in a po- 
sition to set up consortiums to take ever 
systems jobs from ISRO. Rao has re- 
peatedly said that this is the direction in 
which the space programme has to 
head, if its targets for the turn of the 
century are to be met. 

The third reason is rarely discussed 
in public. While large number of firms 
have already supplied a variety of pro- 
ducts to ISRO, the space agency is dis- 
tinctly unhappy about the overall ex- 
perience of doing business with these 
firms. 


Deep Kapur, an Indian financial jour- 
nalist, is currently undertaking re- 
search at the Department of Econo- 


mics of the Australian National Uni- 
versity, Canberra. 








For example, a report prepared at 
the ISRO satellite centre in Bangalore 
lists three major headaches: firms are 
reluctant to give priority to the low- 
volume, specialised jobs of ISRO; there 
are problems in getting the job done on 
time, and industry is hesitant to do the 
kind of experimentation required, such 
as using new types of raw materials. 

Another document outlines the ex- 
perience of a centre in Sriharikota. 
ISRO officials there find little response 
from industry to take up ISRO projects. 
Often there are no takers for even sim- 
ple developmental jobs, let alone dif- 
ficult and challenging tasks. Quotations 
submitted in response to ISRO tenders 
are often incomplete. This leads to 
lengthy correspondence. The cost es- 
timates submitted with tender papers 
are invariably wrong — quantities, 
weights, procedures and prices are not 
shown properly. 

Sometimes, the quality of the pro- 
duct is so poor that costly repairs are 
needed, icy delays in delivery. In 
addition, ISRO officials claim, poor 
planning in the design, production and 
erection stages severely delay the com- 
missioning of the equipment and 
facilities. 


a owever, these problems are less 
evident when large, reputable en- 
gineering firms are involved. 

Unfortunately for ISRO, it has to 
battle with a marked reluctance on the 
part of big companies to do business 
with it. For example, after Larsen and 
Toubro turned down a fabrication con- 
tract ISRO offered, India's spacemen 
had to spend days conferring with the 
firm's top brass to persuade them to ac- 
cept the job. 

While that occurred some years ago, 
the situation is fundamentally little dif- 
ferent today. Various sweeteners have 
to be thrown in to make big firms swal- 
low the ISRO pill. Larsen and Toubro, 
with Walchandnagar Industries, re- 
centlv accepted a Rs 200 million fabrica- 
tion contract from ISRO for the Polar 
Satellite Launch Vehicle Project. ISRO 
has re to advance these firms nearly 
Rs 70 million interest-free through a 
purchase contract. With bank-lending 
rates in India above 17?5, this should 
add substantially to the companies' pro- 
fit margins. 

Why then, is big business unen- 
thusiastic about the rapidly increasing 
space-products market? There seems to 
be a consensus that given the intricately 
complex nature of [SRO projects, the 
profit margin is too small. In the lexicon 
of spacemen, industry's manufactured 
products have to be “space-qualified.” 
This means the products have to be 
highly reliable, occupy as little volume 
as possible, have the capacity to with- 
stand the very low temperatures of outer 
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space, and consume minimal power. 

Moreover, new processes and 
technologies may have to be used and 
the manufacturing unit is likely to be 
totally unfamiliar with them. Execu- 
tives who do business with ISRO also 
complain of last-minute changes in de- 
sign because the scientists may have dis- 
covered a better way of doing things. 
Even more unpalatable to the business- 
men is the fact that often non-standard 
machine tools may have to be acquired, 
even for a one-time, small order. 

This is how Vinod Doshi, chairman 
of Walchandnagar Industries, describes 
his company's first business deal with 
ISRO. "We received an inquiry from 
ISRO for a job called rocket-motor cas- 
ings. The job looked innocuous and re- 
latively simple for our expert fab- 
ricators. The budgetary cost indication 
given by ISRO appeared quite attrac- 
tive for a straight-forward job. As we 
began the work, the complex nature be- 
came increasingly evident. The very 
first lesson we learned was never to 
underestimate the complexity of ISRO 
jobs and at the same time, never to 
overestimate the apparent generosity of 
ISRO in its cost budgets. As it turned 
out, both the aspects — that is the job 
and the price — were designed with very 
tight tolerances and low allowances." 

ISRO officials first denied that the 


€ Various sweeteners have to be 
thrown in to make big firms 
swallow the ISRO pill.9 


profit margin was not adequate but after 
a meeting organised jointly with the 
CEI last year, they publicly assured in- 
terested rms that it would guarantee a 


1596 Jos margin on its projects. This 


would be quite lucrative for many firms 
in the engineering industry where a 15% 
margin is considered to be rather good. 
For comparison, Larsen and Toubro's 
gross profit margin on sales for the past 
two fiscal years were 11% and 13%, re- 
spectively. 

However, bigger profits are not the 
only carrot ISRO is holding out to the 
engineering industry. While the profit 
motive has quietly started to take hold, 
the spacemen have launched a cam- 

aign to convince entrepreneurs of the 
intangible benefits of participating in 
space projects. Time and again they 
have been arguing at seminars and 
meeting$ that space projects would en- 
able participating firms to hone their 
technological skills, and pave the way 
for successful utilisation of these skills in 
non-space applications. 

The argument cuts little ice simply 
because technological superiority de 
never been a crucial determinant of cor- 
porate success in India. Government 

licies have ensured that the mar- 

etplace is not competitive. Without 
competition from overseas (and pro- 
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pions such as Bajaj Auto 
he technology carrot may begin. 
ork if substantial liberalisation does fi- 
illy take place in the Indian industrial 
ctor. Until then, ISRO has no option 
it to continue providing sweeteners of 
arious kinds. There is one particular 
incession that indust 
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ing for: sales to ISR 








should be-con- 
itle the suppliers to huge tax conces- 
ons and import entitlements that can 
ld to realise substantial profit. 

In fact, if ISRO can get the govern- 
to agree to this particular arrange- 
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has been lob- 


dered a “deemed export.” This would. 


it can easily free its tcp officials’ | | 
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atural Gas Commission, the pub- 
or giant that is in charge- of oil | 
phone (NTT), by about 25%. Competi- 
sT” by the tax and trade laws as. |. 
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| Onet profit ir increases by 


Ar ce te to “sign up | subscribers in 
apan's newly deregulated long-cis- 


ae telephone market is barely cne 
month old, 
Aas emerged. The. company is Daini 


but already a clear winner 


Denden, and the: secret of its success 
over rivals Japan Telecom and Teleway 
Japan is that it has opted to use US 


rather than Japanese technology 


At stake is the lucrative Tokvo- 
Nagoya-Osaka route, which accounts 
for almost hak the US$14 billion the Ja- 





panese spend each year on trunk calls. 


Daini Denden claims to have already 
captured more than 500,000 customers 
oute, compared to Japan Tele- | 


mms 250, 000 and. Teleway Japan's 








ES hree new. companies are offering 
ore r. less the same rates for calls, 


iib, Nippon Telegraph and Tele- 


Hon ‘between. Mic three is therefore 


“Services are a hic of software 
and-here Daini Denden has the edge. 





| The company's digital switches, which 
‘are the heart of modern telecommuni- 
cations networks, were made by the 
Dallas-based Digital Switch Corp. 
(DSC). They are loaded with software 
features developed. through DSC’s 
years of experience in the competitive 
US market. 
In | operation, 
mainframe computers. But the main 


;endiches: resemble 


difference is that they have to be able to . 
handle thousands of inputs and outputs. 


to and from terminals (in this case tele- 
phones) simultanecusly and instantane- 
ously. The switch. converts incoming 
voice : vip — jagged jumbles of dif- 
ferent 


ways. 


reorigination for- "customers calling 
public-phone boxes. After com- 
pleting one call, they can go straight to 
the next simply by pushing the button 
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requencies — into neat trains . 
of digital pulses, which can then be |. 
stored and processed in a variety. of 


For example, Daini Denden’ s digital. 
switches offer a handy service known as 
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Re sult 1986/1987. 


"Year to Year to , 
| 30 June 1987 30 June 1986 Change 
— HKD5billion HKD 3.2 billion + 56 9$ 
_HKD 419 million HKD 162 million +158 % 
139 cents 70 cents + 99 9$ 
20 cents 13.6 cents 47 % 


Twelve Month Highlights 





4KD 257 million to HKD 419 million. 


ning: r share increased me 99% 


*Earnings & dividends per. share have been diluted on a time weighted basis for bonus and cash issues. 


; Industrial Equity Cac) Ltd market capitalisation at 23 September 1987: HKD 9.7 billion 


thereby avoiding the tiresome rig- 
marole of having to wait until the box 
ejects the change or card and then rein- 
serting them. 

Software also makes life easier for 
the operator. Daini Denden's switches, 
unlike those of its rivals, are flexible 
enough to accommodate new subscrib- 
ers without having to be taken out of op- 
eration. Self-diagnosis functions keep 
switches informed of the state of their 
own hardware. 

Such software is necessary, accord- 
ing to Sachio Senmoto, the outspoken 
44-year-old ex-NTT strategist who runs 
Daini Denden, because US hardware is 
terrible. “Japanese manufacturers 
would never use such [poor] quality 
chips and components,” he says. 


owever, reliability has not been a 

headache for Senmoto, because “the 
total diagnosis structure [of the 
switches] is far better.” He claims that if 
a single component in a Japanese switch 
has a fault, “then the whole machine 
goes down.” But this would not be the 
case with DSC switches. 

In a country where hardware relia- 
bility is regarded as paramount, Sen- 
moto’s decision to buy American was 
met with disbelief. DSC was a small 
company, about which little was known 
in Japan. This ignorance was surpris- 
ing, in view of the fact that DSC was 
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NTT headquarters: increased competition. 


and Sprint, AT&T's principal post-de- 
regulation rivals for long-distance traf- 


fic in the US — and Daini Dendenetal’s | 


direct US equivalent. 

Japan Telecom and Teleway Japan 
plumped for the same type of switches 
as NTT. Their decision was almost in- 
evitable because the engineering mana- 
gers who made it were loaned to the 
companies by NTT's switchmakers — 
NEC. , Fujitsu, Hitachi and Oki. 

But the decision was also misguided. 
In NTT's network, the switches play a 
different role as most service functions 
are delegated to local exchanges. As a 
result, to achieve the necessary control 
over customers' telephones, both com- 
panies have been forced to graft soft- 
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that is reportedly causing difficulties. 

On the other hand, they have not 
had problems plugging their switches 
into NTT's network. This has been a 
major headache for Daini Denden. 
"NTT was so accustomed to its mono- 
poly and so unused to internationalisa- 
tion," explains Senmoto, that the giant 
corporation had never bothered to pre- 
pare a clear-cut universal interface 
through which any manufacturer's pro- 
duct could be connected. Making such 
connections therefore proved unexpect- 
edly difficult. 

Despite such handicaps, however, 
Senmoto is confident that Daini Den- 
den can become profitable within 
three years, well before either of its 


| rivals. o 
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Fleet waves a wand for Merlin 


€ OCTOBER has a habit of becoming 
a turning point for the Malaysian econ- 
omy and for the individual investor. The 
annual -— has a lot to do with it of 
course but Shroff suspects that the cause 
is essentially cabbalistic. October seems 
to be a propitious time for companies tc 
start afresh, to cast off the old worries 
and to tackle new challenges. 

Let us hope then, that Faber Mer- 
lin's recent spate of corporate man- 
oeuvres has put it on the road to re- 
covery. The beginning of October 
marked the s:art of a new era for the 
hotel manager and property developer. 
At that time, the remaining M$45.6 mil- 
lion (US$17.9 million) of its 1983 issue 
of 8.75% convertible unsecured loan 
stock (CULS) fell due, forcing the loss- 
making company to restructure its bal- 
ance-sheet in order to raise cash. 

It is lucky for Faber Merlin that it has 
such an understanding major share- 
holder in the Fleet Group. Fleet — the 
investment arm of the dominant politi- 
cal party, the United mn: Nationa! 
Organisation — owns orly 23% of 
Faber Merlin but has been unusuallv 
generous to its associate in helping it 
raise the money it needs. 

Last month, for instance, it was an- 
nounced that Fleet's then 50.3%-owned 
subsidiary New Straits Times Press 
(NST) had agreed to buy Faber Meriin's 

rime asset, the Hotel Merlin Kuala 
umpur complex, for a total considera- 
tion of M$110 million, satisfied by the 
issue of 14.16 million new shares in NST. 
Faber Merlin will continue to manage the 


hotel and has guaranteed NST a 7.5% 
return on its investment for a period of 
five years. In a statement to the Kuala 


Lumpur Stock Exchange (KLSE), 
Faber Merlin said it will save M$10.5 
million this year because of the sale. 

€ BUT why should a major hotel chair 
sell its major asset at a time when both 
commercial real-estate prices in Kuala 
Lumpur's “Golden Triangle” and the 
hotel business are near their all-time 
lows? Undoubtedly, 
Faber Merlin will bene- 
fit from lower debt ser- 
vicing, but a saving of 
M$10.5 million seems 
hardly worth it. 

Even with the re- 
demption of the CULS 
looming, the sale of the 
hotel should not really 
have been necessary. 
Long before the re- 
demption da:e, Fleet 
had given a firm indi- 
cation that it would be 
exercising its option to 


CULS issue, amounting 





to 6195 of the outstanding amount. 
In doing so, :t would have had to pay a 
premium of 60 M cents for the conver- 
sion of each M$1 unit of loan steck, 
indicating that Faber Merlin shculd 
have received a total of M$16.6 mil- 
lion. 

This M$16.5 million would have cov- 
ered all but M$1.2 million of the sum 
that Faber Merlin would have needed to 
redeem the remaining CULS — unless 
Faber Merlin had been borrowing 
money from Fleet beforehand. What 
seems probable is that Faber Merlin nad 
been hoping that the bull run would 
take the price of its ordinary stock to 
beyond the level where all the holders of 
the CULS would choose to convert, re- 
sulting in a tidy cash gain of about M$10 
million, once Fleet had been paid off. 

Unfortunately for Faber Merlin, the 
market ran out of steam just when it 
needed it most. Even though the com- 
pany had undertaken to award an addi- 
tional ordinary share for every two loan 
stock shares converted, the deal wasstill 
not attractive enough, with the market 
price hovering around 90 M cents. To 
get his free share, the investor would 
have needed to forfeit the M$2 re- 
demption value of every two CULS and 
additionally pay out two conversion 
premiums of 60 M cents each, making a 
total effective outlay of M$3.20 for 
three shares of ordinary stock. 

Who wants to pay M$1.06 for a share 
they can get for M cents on the 
KLSE? Stand up the Fleet Group. 

Incidentally, the issue of new NST 
shares to Faber Merlin has diluted 
Fleet's holding of the newspaper group 
to below 50%. It will be interesting to 
watch whether Fleet will be content to 
keep its holdings below this level or 
whether it will decide to help out Faber 
Merlin again by taking some of the 
14.16 million NST shares off its hands. 
e BY an accident of fate, 1 October 
was also a milestone for another listed 
company, Public Bank. On that day it 

——— took control officiallv of 
the stockbroking firm 
GP Securities — only 
the second instance in 
Malaysia of an existing 
firm being 100% “cor- 

ratised." Public had 

ught the firm for a 
reported M$4.25 mil- 
lion. 

It should have been 
a moment of consicer- 
able pride to Public to 
have acquired one of 
the top names in the 
local broking industry, 
but strangely for a bank 
which values its public 
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image almost as much as Arab-Malay- 
sian, the moment passed without fan- 
fare. 

The reason for the subdued nature of 
the takeover could lie in the contents of 
the prime minister's rather tactless 
speech at the officia! opening of the new 

LSE premises on 14 August. Shroff 
will never forget the sight of the smile 
freezing on the face of E chairman 
Nik Mohamed Din that day as Datuk 
Seri Mahathir Mohamed announced the 
government's decision to award new 
stockbroking licences to the three 
largest commercial Danks, in return for 
the payment of M$5 million. 

Such a move ran counter to the rec- 
ommendations of a joint government 
KLSE task force last year, headed by 
the then deputy secretary-general of the 
Ministry of Finance. It was also made 
without consulting the KLSE commit- 


tee. 

But while Public Bank undoubtedly 
has a right to feel disappointed at the 
smooth entrance of the big three banks 
into the market, surely it should take 
comfort from the fact that it paid less for 
its seat than its rivais? Well, yes — un- 
less the total cost to Public in acquiring 
GP had been more than the formal 
M$4.25 million price announced to the 
KLSE. What if, for instance, Public felt 
obliged to pick up some of GP's former 
losses amounting to around M$7 million? 
€ OCTOBER marks a new beginning 
for UMW Corp. as well. The ailing heavy 
equipment and motor distribution com- 

any received the uranimous support of 
its shareholders at a meeting on 7 Oc- 
tober convened bv the High Court 
to approve a capital reconstruction 
scheme. 

The terms of the reconstruction 
scheme are extraordinarily favourable 
for subscribers to 145 million shares 
which will consist of two separate rights 
and CULS elements. Both the rights 
and the CULS issues will effectively be 
priced at a 50% discount to their nomi- 
nal value. The rights will be issued on 
the basis of two new M$1 shares for 
every one UMW Holdings share, at a 
price of 50 M cents. 

Subscribers to the rights must also 
subscribe to the same number of 10% 
CULS, but with a deal like that, few 
shareholders are expected to complain. 
In fact, with UMW recently announcing 
greatly improved interim results for this 
year and its major shareholder, the 
state-owned investment trust PNB 
firmly behind the board, the deal is be- 
ginning to look unnecessarily generous. 
With the closing price of U hover- 
ing at around M$1.01 a share. it is obvi- 
ous that not many people have cottoned 
on to that fact. 
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The very soul of France. 


When you stay at a Meridien hotel, vou ll soon see what "Art de Vivre 
means, even if you don't speak a word of French. If vou like stylish service and ele vant surroundings. 
if it suits you to be in a world class hotel with a « 'omplete range of business services and leisure 
facilities, and if you have a penchant for French cuisine. 
Le Meridien is the place for you: they've got it down to a fine art. 


The very soul of France in the very heart of: 
Athens, Lisbon, London. Nice. Oporto. Paris-Etoile. Paris-Montparnasse. Tours. Brazzaville. 
Casablanca, Dakar, Douala, Gisenyi, Kigali, Luanda, Marrakech. Mauritius. Port Gentil. 
Reunion Island, Seychelles. Tunis. Boston. New Orleans. Newport Beach, New York, 
San Francisco, Montreal. Vancouver, Bahia. Rio. Guade ‘loupe, Martinique, Abu Dhabi. 
Al Khobar, Baghdad, Damascus. Khartoum, Kuwait. Lattakia, Cairo, He eliopolis. 
Pa Imyra, Bangkok, Colombo, Hong Kong, New Delhi, Phuket. 
Singapore. Tokyo. 


Ope ‘ning soon: 
New York Liberty, San Diego. Antalya/’ lurkey. Nairobi, Beijing. 
Shanghai. Che ngdu. Taipei L 
Informations and reservations: Your Air France tic ket office. vour travel agent. 
or call "Meridien Reservation International” 
(MRI) in Hong kong (852.3) 66.99.96. 
or in Singapore (65) 733.28.78. 
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(C On January Ist, a major new force in communications systems was born. The mer ions mon 


ones 
E 


AAAA 
EIER 


xen 


Scu 
UN 


un 


ies 
AM 


a VER. 
ALI. —i: AM 
ew, | NIME 

dz 


THIS IS THE YEAR THE 


tec 


med a network spanning 110 countries worldwide, which provides a unique ability for local portnerships and 



















B LACK & DECKER 
BRITISH PETROLEUM 
CLEVELAND BRIDGE 
HALLIBURTON 
TOYO MENKA 
McDERMOTT 
SCHLUMBERGER 
SHELL 
UNION CARBIDE 
YORK INTERNATIONAL 
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They know that Dubai’s Jebel Al Free Zone m No persona! income taxes. 
has introduced exciting trade freedoms m No import duties/export taxes. 
and benefits, enabling comoanies to set up m Unlimited cheap energy. 
trading and industrial bases easier in the 


Middle East. They also know that with superb facilities 
ues | including an extensive infrastructure, state-of- 
x Just look at these benefits-unique to Jee! Aj. the-art communications. accommodation, 
m 100% foreign ownership. hotels, hosoitals, security and every modern 
@ Unlimited transfer cf profit and capita. amenity, Jebel Ali is a unique opportunity for 


@ Nocorporatetaxes for a minimum of 15 years. Middle and Far Eastern markets. 


ker more information contact 


Jle and à ad Leni! a Lit 
Jebel Ali Free Zone Authority 


Marketing Dept. No. 07, 
FO. Box 3258, Dubai, United Arab Emirates Tet: Jebel Ali 56578, 
Telex: 4658C TPAJA EM Cable: PAJADUB UAE. 





2 C 


ixi nso. 


See 


A RARE PUBLIC MOMENT IN A LONG 
PRIVATE STRUGGLE. A MOMENT OF RECOGNITION OF RESOLVE TO 
REACH FOR MORE. OMEGA. FOR ALL YOUR SIGNIFICANT MOMENTS. 






OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
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IVES LIKE YOURS 
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Omega — Official Timekeeper of the Olympic Games, Calgary and Seoul 1988 
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ECONOMIES 


Forlorn conclusion 


Burma nears the expected UN approval for LDC status 


By Ted Morello in New York 


Ds» its high literacy rate and 
charges of human-rights violations, 
Burma is about to win official UN clas- 
sification as a least-developed country 
(LDC), opening the door (at least 
in theory) to more generous foreign 
aid. 

The final step in Burma's application 
for LDC status will come when the UN 
General Assembly approves a package 
of recommendations by the UN Econo- 
mic and Social Council (Ecosoc). The 
assembly's action, probably next 
month, will cap a process that began 
when Rangoon petitioned the Ecosoc 

resident in January (REVIEW, 19 
ar.). 

Approval by the 158-member full as- 
sembly is a mere formality. At this 
stage, any challenge to earlier positive 
determinations by subsidiary bodies is 
"unthinkable," a UN official told the 
REVIEW. 

One of the few dissenting voices 
raised, a UN source said, was in the in- 
flow of “dozens of letters" from non- 
governmental organisations (NGOs) 
accusing the authoritarian Ne Win gov- 
ernment of human-rights violations. 
The accusations were transmitted to 
Rafeeuddin Ahmed, Undersecretary- 
General for international economic af- 
fairs. Ahmed passed them on to the UN 
division of human rights in Geneva, 
under the customary seal of confiden- 
tiality. 

Ahmed explained to the NGOs that 
its yardstick for measuring a country’s 
developmental level was restricted by 
mandate to three main criteria — and 
that human-rights considerations were 
not among them. Instead, a pe A 
generally considered eligible for C 
status if its per-capita income is under 
US$200, its manufacturing component 
is 10% or less of GDP, and its literacy 
rate is 20% or less. Burma had no prob- 
lem fulfilling the first two require- 
ments. 

Meeting in New York in April, the 
Committee for Development Planning, 
the key UN body for assessing LDC ap- 
lications, concluded that Burma “met 
the existing criteria” and should be 
listed as a least-developed country. 

In its recommendation to Ecosoc, its 
arent body, the committee said that 
urma’s share of manufacturing in 

GDP “has been less than 10% all 
nt a As for per-capita GDP, it noted 
that both the IMF and the UN's Statisti- 
cal Office agreed with the Rangoon 
overnment's figure of slightly under 

USS180. 

In addition. the committee pointed 
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out that the Rangoon government had 
reported that its debt-service ratio had 
risen from 15.9% in 1970 to more 
than 50% currently. Unofficial foreign 
estimates suggest the ratio is far high- 
er. 

The committee's only hesitation 
stemmed from the wide disparity in data 
on the literacy rate for Burmese aged 15 
and above. 

According to the UN Educational, 
Scientific and Cultural Organisation, 
between 75-85% of the population is 
currently literate. The World Bank, cit- 
ing 1983 as its most recent data, put the 
figure at 67%. The Burmese Govern- 
ment itself submitted a 1983 figure of 





78.6% — far above Ecosoc's 20% ceil- 
ing. 

However, Rangoon argued in its 
LDC application that the figure was 
“mainly a reflection of monastic educa- 
tion-level literacy.” Since the country 
was first united under King Anwratha at 
Pagan in the year 1044, the government 
explained, one of the Buddhist monks’ 
principal duties has been to teach the 
young to read and write. But, it added, 
the main purpose was to enable them to 
read the Buddhist scriptures. 


ex SG persons could not contribute 

much except as unskilled workers 
in the social and economic development 
of the country," Rangoon's petition 
said. “In order to benefit or contribute 
significantly in the economic-develop- 
ment plans of the country, more than 
four years [of primary-level education] 
need to be completed. Only then can we 
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classify them as literate manpower. 
Adjusted to these criteria, Burma 
claimed a functional literacy rate of 


18.65%. While some reservations were. | _ 
expressed, the committee accepted the | 


argument. 


Theoretically at least, the LDC clas- |. 


sification will give Burma access to a 
more substantial flow of development 
assistance from both bilateral donors 
and such multilateral sources as the UN 
Development Programme, the Interna- 
tional Development Association and 
other UN affiliates. 


UN sources said most of any increase — 


could be expected to come from such 
bilateral programmes as the US agency 
for International Development and 
the Canadian International Develop- 
ment Agency. It is also believed that 
Burma will seek renegotiation of 
its foreign debts pending LDC classific- 
ation, with a view towards reschedul- 
ing or even forgiving some of the 
debt, 

In presenting its case for LDC status, 


Rangoon told the UN: 
“With the existing world fi- 
nance and trade difficulties, 


the demand for Burma’s 
major export commodities 
are low and prices have fall- 
en considerably: con- 
sequently, its prospects for 
growth and development 
have suffered.” As an exam- 
ple, it cited the case of rice, 
one of Burma’s major export 
items accounting for 40% of 
total export earnings. It said 
the price for a tonne of rice 
plunged from US$320 in 
1981-82 to US$150 in 1985- 
86 and has continued to fall 
since then to about US$125 
this year. Among metals and 
ores — the third most impor- 
tant export category after 
rice and teak — the price of a 
tonne of tin dropped during 
the same period o about 
US$5,000 from US$9,000. 

Overall, the petition said, the level 
of export prices declined about 3096 
during the review period. 

Burma's terms of trade took a 
downturn after 1981-82, and four years 
later had fallen by about 30%, reflecting 
sharp declines in export prices and the 
rising cost of imports. 

The nation's three primary economic 
activities (agriculture, forestry and live- 
stock/fisheries) account for the employ- 
ment of 66% of the workforce and for 
nearly 50% of GDP. 

Since 1970, real per-capita GDP has 
consistently remained at a low level. 
The annual growth rate was about 
2.5% , while the population-growth rate 
for the same period was 2%. “Hence,” 
the government's report concluded, 
"there has Practically been no increase 
in the real per-capita GDP for the peo- 


ple of Burma." : 
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By. John Mulcahy in Hongkong 


A fascinating game . 
of tycoon-spotting has 
been under way imn: 
Hongkong for the. 
past year Of so, as 

| 


been touched directly or indirectly by 
the energetic trader's attentions range 
from property magnate Lee Shat-kee 
and shipping billionaire Pao to Lord 
Kadoorie. More recently, Lau has dealt 
success?ully with another blue-blooded 
Hongkong group, Jardine Matheson, 
through the purchase of two large build- 
ings from its CORB ODE Land associate. 
Up to and including the bitter battle for 
HSH, which exposed embarrassing in- 
adequazies in that group's marage- 
ment, Lau was underestimatec by 
Hongkong' s business mainstream. 

As that struggle proceeded, and it 
sar market with reputation and for- became clear thata Lau victory was con- 
e intact. ceivable, opinions ange’ aac to 

Easily the most widely known: and .. 
ytly discussed of the new generation is | 
ph Lau, an enigmatic 37-year-old | 
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stockbrokers, fund - 
managers and other. 
Observers of the busi- 
ness scene attempt to idertify the next 
Li Ka-shing or Y. K. Pao from a batch of | 
brash; young hopefuls. Bull markets | 
aturally spawn success stories, and 
- Hongkong has no dearth of them, but - 
the more intriguing question is which of | 
‘crop will make it through the next 
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speculator with a penchant for challeng- 
g the establishment, a growing asset - 
olio and a facility with the martial: 
‘tof kung fu, making him a dangerous < S 
mer in every sense. Lau's aggres- > B 
ve and iconoclastic style has alienated 
ich of the old Hongkong money, but - 
2 does have a loyal following, with at- | 
des to him falling firmly into one of - 
two categories — love or loathing. uw. a 
~ Since his public debut in 1983, when © 
ns flagship Evergo Industrial Enter- o 
prise headed a wave of manufacturing- = 
company listings in Hongkong, Laus | 
companies have tapped the market for | 
more than HK$6 billion (US$769 mil- — 
< kon), and his frequent rights issues have | 
become a regular feature of corporate - 
activity in the territory. Although this is Lau: c style 
a gross figure, it is indicative of the 
ground Lau has covered since he and his =- 
wife, Theresa, launched Evergo, a | 
| manufacturer of ceiling fans, in 1978, - 
¿with seed capital of HK$800,000 and a | 
staff of 26. : 
— He has successfully extracted green- 
mail profits from a sortie into Hong- 
kong and China Gas Co., and toalesser |. 
| extent from a bid earlier this year for | 
Hongkong and Shanghai Hotels 
_ (HSH), but analysts familiar with his ac- 
tivities say his personal trading activiti- | 
es have yielded far greater profits. A 
workaholic who expects no less from > 
hose involved with him, Lau has be- 
come known for his midnight telephone 
calls, used to inform key people that a 
deal has been struck — invariably in his 
favour. Several prominent partners, in- 
cluding  Hongkong-based, Australian 
financier Bill Wyllie, have been on the 
— end. of such calls 
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Man for both seasons? 
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the point where he now enjoys a reputa- 
tion that probably overestimates his 
ability. Either extreme is of great ad- 
vantage to an operator such as Lau, and 
he has capitalised on both. 

Although proudly Chinese in tem- 
perament and outlook, Lau has fre- 
quently adopted a Western aggressive- 
ness in business, notably in his bid in 
1986 for Chinese Estates, which he 
launched without owning a single share, 
a strategy so unusual in Hongkong that 
traditionalists would regard it as insane. 
His alienation from the establishment is 
a concern, aides say, but he is resigned 
to the fact, and a string of strategic in- 
vestments in young companies suggests 
Lau has an eye to the future, building 
his alliances among the Paos and Lis of 
the next generation. 


Le has a pathological aversion to 
personal publicity, and associates 
like to boast that no newspaper in Asia 
has a current photograph of him on its 


files. This has given him a dimension of 


mystique, prompted by allusions of sec- 
lusion. This analogy can go only so far, 
and Lau is not the Howard Hughes of 
Asia, but a shy individua! who feels un- 
comfortable in the spotlight. His wife, 
by contrast, relishes the profile she en- 
joys as chairman of the Tung Wah 
Group of Hospitals, an elite charity 
whose non-executive chairmen have 
commonly been awarded honours, in 
the form of knighthoods or lesser recog- 
nition on royal honours’ lists. - 

"Where Theresa revels in the visibil- 
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man is conser- - 

;vatively estimated to cost the incum- 

bent HK$1 million. However, after 
only seven months Lau believed to 

E : have comfortably exc: his sut 








| able to defend Ever- 


| and: apparently irration- 












ie ity, of the top table at social events, 


: Joseph is in agony,” says an associate, 
who observes that Lau is comfortable | 
with groups of two or three people, but | 
| withdraws rapidly when surrounded by 
crowds. Theresa Lau, whose small trad- 
ing company provided the capital to 
launch Evergo, is an integral element of 
. the business, and wields immense influ- 
ence over decisions. She is as ambitious 
as her husband, and at times appears 
even more aggressive. In the final days 
of the battle for HSH earlier this year, 
she remained determined to keep up the 
fight even after Lau had opted for a 
strategic — if profitable — withdrawal. 
What Lau had recognised, at a time 
when he appeared to have clinched con- 
trol of the hotel company, was that he 
was up against àn extremely powerful 
opponent, and one which could have 
outgunned him in a dollar-for-dollar en- 
counter. Blanket press coverage of the 
battle, focusing on the threat by a rela- 
tive upstart to a family with a record of 
generations to protect, had raised the 
stakes beyond the monetary value of the 
assets involved. 
. in Lau's view, the 
Kadoories would defend 
| HSH with everything 
1 they had, and if the fight 
were taken into his own 
territory he would be un- 


go against an all-out 
onslaught from the more 
powerful family. This de- 
cision, painful though it 
must have been, is an 
indication - that behind 
 Lau's often ‘impetuous 
al behaviour is sound 
logic. | 
Another example of 
Lau's rationale at work 
lies in his much-rumoured 
raid on Bank of East 
Asia, which failed to 
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(cdm exporting to! Nigeria, that Saar oe 
oo her charitable. duties at Tung "Wah. o 
Shi takes a keon inerent in all; 


v fhe HK$800,000 | vi 
Evergo Industrial Enterprise. - ee 
Both Laus have come a long way 
e the Jaunch of that venti 





y to the group controlled | by. y tion 
nd, , Joseph Lau. It was her 








| materialise. Although he had consi- 
! dered such a move, he rejected it on the 
| basis that David Li, the bank's 


HK$50 million to defend the bank. Why 
bother with the pickings so meagre? 

Lau's hyperactive share-trading op- 
erations, a feature of his personality 
dating from the time cash began to flow 
into Evergo, have been described as the 
actions of an ambitious but small-time 
gambler playing the tables on the 
periphery of the main event, building a 
stake large enough to qualify him for the 
big room. Now the bull market has pro- 
jected Lau into the main game, in which 
he has ignored the traditional cour- 
tesies, and even on occasion the rules of 
the game. 


| "f" he archetypal trader, Lau's critics 
| E say hesailstooclose to the wind, and 
either fails to draw the distinction be- 
tween the public companies under his 
management and his personal assets, or 
trades too aggressively in his own 
shares. "He's the ultimate trader; the 
best there is," says one stockbroker, 
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tivi contribu- — | and one fund manager, recalling a bid 
ions to charity have helped soften ^ | by institutional investors to wrest man- 
D Joseph's image a as a rathen, 8 abrasive M. 

, which was involved | b 2 7 






| agement control of Evergo from Lau in 


| them.” Lau sold his shares in Evergo 





| man, 
| months later, Lau bought his way back 


who regards Lau as one o 
three private clients any ! firmi 


to have on its books in Hongko 
ognising the value of his own bu 
Lau has spread his favours aroun 
can rely on impeccable service iror 1 
variety of top agents. i 
Shareholders intending to maintai 
undiluted positions in the group hav 
been forced to make repeated contribu 
tions to the kitty, but it is this propensity 
to raise permanent capital, rather than 
to rely on borrowings, that sets Lau 
group apart from Hongkong's ephe 
meral hell-for-leather speculators of the 
late 1970s. George Tan, whose infam 
ous Carrian group was the star of th: 
era until its spectacular collapse five 
years ago, and against whom Hongkong 
tends to compare its emerging entre- 
preneurs, relied extensively on bank bor 
rowings to create his paper empire. * 
Although Lau's is by no means a 
rags-to-riches story — his family has run 
a moderately successful ceiling-fan 
manufacturing business for several dec- 
ades — it is one of remarkable achiev 
ment, producing in just a few years. 
personal wealth r 
ning into billions | 
Hongkong dollars: Whi 
proportion of the mean 
to that achievement 
fair and how much o 
. otherwise is a matter. 
interpretation. | : 
“Joseph is a kind man 
an ideas man; he will n 
stomp on someone w 
down," says one. as 
ciate, who claims Lauh 
the power to ruin one 
Hongkong's best-kn 
corporate figures, Wyllie 
but declined to. pus 
through his advantage 
Lau and Wyllie face 
each other toe-to-toe in 
battle for control - of 
Chinese Estates last year, 
with victory going to the 
former, leaving Wyllie with an awkward- 
ly large minority holding. Lau could 
have forced on him a huge rights issue at 
a time when Wyllie’s resources were 
stretchéd, but declined to do so. iE 
Lau's critics see things differently, 




















































1985, says “some nasty things happened 
then, and it will be difficult to forget 


and resigned as chairman in February 
1985, making way for the deputy chair- 
Charles Leung. Only seven 


into the company, Leung resigned and 
the investors who had engineered th 
initial change were nonplussed, la 
describing .as mysterious the © 
cumstances finder which Leung had sc 
his stake to Lau. 

Several people in the anti-Las : 











tt that time received anonymous 
threats, in one case directed at à fund 
manager and his family. The animosity 


.between Lau and the professional in- 


vestors opposing him was so intense that 
some of those hatchets remain uninter- 
red, and are likely to remain so. “I have 
a long memory, and if the opportunity 
comes to take money off him, I will have 
no hesitation," says one critic, while 
acknowledging that Lau's reputation 


has improved in direct proportion to his 


wealth. A measure of the intensity of 
feelings from that saga is ir. the attitude 
of one fund manager, who refuses to be 
in the same room as Lau, and will leave 
a function if :he Evergo boss makes an 
appearance. Lau has taken to returning 
this compliment. | 

Other fund managers, less openly 
hostile, reckon there has been no com- 
petitive pressure to invest in Lau's 
group. “His companies have consis- 
tently underperformed the market, so 
we've suffered no loss in refusing to go 
near them,” says one. Some managers, 


bruised from losses incurred on invest- 
ments in the group in the past feel the 
time mzy again be approaching to watch 
the Evergo group. 

Lau's response to criticism of his ac- 
tions in 1985, according to sources close 
to him, is that he had never procured the 
sale of a single share in Evergo. Al- 
though his holding had dwindled to a 
small minority by early 1985 from 
around 50% on listing, he argues that he 
was bid for every share, and even pes- 
tered by some fund managers, at 
prices up to HK$4.50 (compared with 
a current market price of around 
HK$1.46). 

Lau's brother Thomas who is the 
group's spokesman, says institutional 
support for the group is growing, 
though he admits shareholders look- 
ing for short-term ca will have 
been d:sappointed. The share regis- 
ters of Evergo, as well as Chi- 
nese Estates and China Entertain- 

, ment, are impressive according to in- 
| siders, and reflect a growing following 


High flyer looks for 
a safe place to land 


On the day the bat- 
tle for HSH ended, 
Joseph Lau spent sev- 
eral hours in the cof- 
fee shop of the Kow- 
* loon Hotel, gazing 
‘| through the plate- 
^w glass windows at the 
endour of the Peninsula Hotel across 
the street. The emotion he felt was deep 
disappointment at the loss of the Penin- 
sula, HSH's crown jewel, an unrivalled 
symbol of wealth and achievement in a 
society which attaches enormous signifi- 
cance to such evidence of success. 

Lau's sympathisers would argue that 


HY IS 
THIS COUPLE 
SMILING ? 


at the passing from his grasp of one of 
Hongkong's few remaining historical 
landmarks, while his detractors would 
assume it was avaricious contemplation 


of the profits that might have accrued © 
from a modern redevelopment of the in- — 


efficient old site. The key to what Lau 
is, and might become, lies in the in- 
terpretation of his attitude at that time. 

In all probability, and if his preced- 
ing and subsequent actions are any 
guide, he had his eye both on the pres- 
tige and the profit potential represented 
by the Peninsula. Withdrawal from the 
fight at that stage, even though the 
HK$136 million profit on the deal 
seemed mediocre in the context of the 
HK$2 billion deployed. is an indicator 
that Lau’s vision does extend beyond 
immediate trading profit. 


As a trader, Lau's first Înstinct is to | 


auge the likely gain to 5e unlocked 


rom a prospective investment through | 


104 


his pae mood was founded in regret | 
e 


NT eni pum 


| astute market timing. As a budding em- 


pire bui.der, he was — and is — aware 
that his group needs an identifiable 
structure, and the eminent hotel would 
have provided the perfect base for that 
desired corporate edifice. 
Ever Lau's most ardent admirers 
stop short of describing him as a good 
business manager, and the talents he 
brought to bear in the early days of 
. Evergo were well-removed from the 
day-to-Cay management of the busi- 
ness. The Lau family business was pro- 
fitable but conservatively managed, and 





among foreign and local institutions. 

Lau, the man the establishment 
loves to hate, and if the truth be told the 
man they fear the most, has carved a 
niche for himself as Hongkong’s latest 
boom phenomenon. Untouched by the 
niceties of club courtesies common 
among the territory’s older money, Lau 
has built up a substantial group from a 
mediocre ceiling-fan manufacturer. 
Memories of his indiscretions are fresh, 
and for some will cloud perceptions of 
him. But the real test will not be his ac- 
ceptability to the social elite — it will be 
in his ability to hold his group’s course 
through the turbulence that will un- 
doubtedly come. 

If he does avoid spinning out of con- 
trol, Lau can draw solace from the fact 
that history has been kind to Hong- 
kong's winners. Few of the territory's 
tycoons are without unsavoury skele- 
tons, but success has allowed them to 
age into respectability. Lau’s particular 
odyssey is taking him from ceiling fans 
to Central. o 





Lau found himself in frequent conflict 
as he sought new directions, prompted 
by imaginative and lucrative marketin 
contacts he made in the US. Frustrate 
by the family’s refusal to take greater 
risks, Lau put his ideasinto prac- 
tice, launching Evergo, and was 
soon selling large quantities of 
ceiling fans, and later kerosene 
heaters anc bug killers, to top 
US retail groups. 


ut management was a pro- 

blem, and Lau often locked 
horns with deputy chairman 
Charles Leung. who felt the en- 
trepreneur spent too much time 
wheeling and dealing on the 
stockmarke: and no: enough 
time running the business. By 
the end of 1984, Evergo was vir- 
tually unmanageable. as Lau 
would wait for Leung to travel 
abroad, then throw out systems 
and people his deputy had 
painstakingly installed. On his 
return, Leung would revert to 
his own ways, leaving the com- 
pany's staff and customers in 
confusion. 

Manufacturing remains a 
core element of Evergo’s busi- 
ness, and until recently its sole source of 
recurrent income, but Lau leaves the 
management to others, devoting his 
energies to investment. A volatile per- 
sonality, Lau has come to blows with his 
brother Thomas over a difference of 
opinion at the height of the HSH battle, 
and is known to vent his rage stridently 
on the factory floor when dissatisfied 
with progress. “His tolerance for stress 
and work is staggering,” says one ad- 
viser of Lau, an is said to resent the 
time wasted sleeping. 

“He wants a large group, and every- 
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23 mo of “the new ‘His att 
duta Mn and its new 


Located night in the centér of bustling 
Jakarta, the newly extended and reno- 
vated Hyatt A ducal will offer you 
340 luxunously "$Bpointed guest 
rooms, including Executive" rooms 
in the new Ambassador Wing and 
the exclusive Regency Club. 


Experience elegance 3nd the whole 

new feeling of Ayat Aryaduta. Anew E 
fitness an poot Complex, business E 
center, function TOOMS, a mne- — — 

car park and very Special restaurant © 

and hae facilities will make your 

visit irresistible. 


Opening October 1987. 


HYATTE@JARYADUTA JAKARTA 


INDONESIA 


LS A Se URDU 
For reservations and more information, call hotel 376008, telex 46220, 
or contact your travel planner or your nearest: Hy att 
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PROFIT-TAKING IS FOR 
THE WELL-INFORMED 


Every minute of every business day, world markets are moving — and the difference 
between making a loss or gain could be The Asian Journal. With its full listing of closing 
prices from the world's most important markets, you can easily monitor the global 
economic pulse, 

But figures are only part of the story. The Asian Journal provides detailed news to 
keep you fully informed. Plus in-depth analysis and insight into business events and 
trends, written by financial experts in Asia, the U.S. and Europe. So you can make educated 
-| . decisions. And when you make a profit, it may even help you decide what to do. 

The Asian Journal is the most essential tool anyone in business can have. Use it wisely. 
But first, be wise enough to use it. 


Subscribe to The Asian Journal. THE ASIAN WALL STREET JOURNAL. 
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thing he does is ultimately designed to 
achieve that end," says the adviser. The 
aim, now materialising in the simultane- 
ous acquisitions of Windsor House and 
Harcourt House in the emerging busi- 
ness districts of Causeway Bay and 
Wanchai respectively, is to evolve an or- 
ganisation with sound recurrent income 
and the prospect of capital growth, but 
little active management. 

From a small manufacturing base, 
capitalised at HK$500 million when it 
was listed, Evergo now has a market 
capitalisation of HK$2.9 billion, and it 
controls Chinese Estates, which in turn 
controls China Entertainment and Land 
Investment. Chinese Estates is 
capitalised at HK$900 million and 
China Entertainment at HK$1.45 bil- 
lion. Under Lau's control are assets now 
valued by the market at HK$5.25 bil- 
lion, or 10 times the value of Evergo 
sil ago. 

is is before taking into account a 
huge rights issue by Chinese Estates, 
that will raise more than HK$3 billion to 
pay for the HK$2.4 billion property pur- 
chase from Hongkong Land. Impres- 
sive though those numbers are, Lau has 
yet to prove his ability tc make money 
for shareholders, who have had reason 
to question some of his recent actions, 
notably the apportionment of profits 
from the sale of the group’s HSH 
shares. While the bulk of that holding 
was acquired by China Entertainment, 
at an average price of HK$57, around 
10% was bou ht by Evergo at an aver- 
age price of HK$72 a share. 

Lau sold the entire stake at an aver- 
age price of HK$65 a share, but struc- 
tured the deal in a way that gave Evergo 
a proportionate share of the profit, in- 
stead of the loss that it should strictly 
have incurred. While Asia Securities, 







from time to time that 
Joseph Lau may be 
selling Evergo sub- 
sidiary Chinese Es- 
Y | E tates, or that com- 
het | pany's offshoot, Chi- 
mo na Entertainment and 
Land Investment, ignore one vital 
int. The three-tier structure that has 
en put in place is like a capital-multi- 
pur machine — for every HK$1 Lau 
as put into Evergo, minorities down to 
and including China Entertainment 
have provided HK$11. 

A fourth leg to the stool is now being 
added, with the proposed takeover by 
China Entertainment of the Inchcape 
subsidiary Road Holdings. The former 
Road Holdings, under its temporary 
name Newco, will change hands 
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the biggest minority in Chinese Estates, 
China Entertainment's holding com- 
pany, accepted the arrangement, it 
raised doubts about Lau's recognition 
of minority rights. 

Up to now, there is little in the fun- 
damentals of the companies under his 
control that would seem to justify a 
long-term following, and if Lau's 
strength is in deal-making, much of his 
success to date has been for his own ac- 
count. *Nothing in his actions so far has 
shown that you can make money with 
him if you hold for long enough," says a 
sceptic. 


ps for the group's development 
are unfolding, according to Thomas 
Lau, who describes Evergo as the group 
holding company, with manufacturing 
and some real estate, while 48.5% sub- 
sidiary Chinese Estates will hold the 
group's investment property and its sub- 
sidiary China Entertainment is the 
vehicle for "strategic" investments, a 
euphemism for major trading positions. 
China Entertainment has a cross-hold- 
ing relationship with the burgeoning 
publishing company Jademan, and is 
seeking other investments. 

“Lau knows he cannot continue just 
to speculate, but he's determined 
to control a very big group of com- 
panies," says an adviser, who does 


not rule out further outright takeovers - 


as a means to achieving that end. 
"People have been reducing their hold- 
ings, and in some cases not managing 
their companies very well — the new 
breed of cse entrepreneurs will 
have no qualms in taking such com- 
panies away from people," says a mer- 
chant banker. 

Thomas Lau, chairman of China 
Entertainment, agrees that further 


through a scheme of arrangement and 
will e Evergo's holdings in the 
Oriental Press Group and China Enter- 
tainment's stake in Jademan (Hold- 
ings). The new company will operate as 
a quasi investment trust, holding the 
group's short-term speculative and trad- 
ing positions. 

Lau's strategy since regaining con- 
trol of Evergo in 1985 has been to ex- 
pand the company and its subsidiaries 
through the regular and uninhibited 
issue of paper. Investments have been 
diverse and generally held for the short 
term, with profits taken as they 
materialise. Even now, the group lacks 
a coherent identity, and the only com- 
mon theme throughout is to expect the 
unexpected. The timing of Evergo’s 
listing was cheeky, coinciding with a 
near-bottom for the Hongkong market, 










ary ^ TREES S 
^ » 
s at 


takeovers are possible — “we have 
to be flexible” — and he admits the 
group's short-term performance has | - 
been unimpressive, but reckons the-|. 
actions taken so far are all in tbe in- | ` 
terests of ensuring long-term survival 
and growth. 1 

A dichotomy is starting to emerge, 
with long-term assets providing a coun- 
terpoint to Lau's essentially speculative 
array of minority investments, which 
are large enough blocks to trade on to 
professional investors, but small 
enough in isolation so that no one of | - 
them can influence the up as a | 
whole. Channelling his trading energies 
into his listed companies will help to 
boost their performances and clarify 
their structure, while a considered po- 
licy of establishing a strong earnings 
base should help to draw the group 
away from its image as an extension of 
Lau, the trader-cum-speculator. 
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Harcourt House: sound recurrent 






and its activities since then have been no 
less aggressive. 

Borrowings have tended to be short 
and sharp, as in the substantial lines 
Evergo and China Entertainment drew - 
on earlier this year to finance their 
Hongkong and Shanghai Hotels sortie, 
But in that case, as on several previous 
occasions, Lau has repaid the debt as 
soon as possible, preferring equity 
financing. 

Evergo itself has raised almost 
HK$1.2 billion through rights issues 
over the past year, and a placement in 
May raised? around HK$140 million. 
The Lau family has taken up its rights, 
but held only 143.8 million shares out of 
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' base of 


_ Evergo has raised a total 
— through new issues since 


share has been around 
HK$320 


| around 39%, through the 


| and an obligatory general 


513.9 million share issued in Janu- 
ary this year, when a rights issue 
to raise HK$1.06 billion was launch- 


-ed. 


Lay's contribution, based on a ratio 
of four-for-two, was HK$230 million, 
though he picked up another 73.96 mil- 
lion new shares, costing HK$59 million, 
when the rights issue was undersub- 
scribed. Of the total HK$1.06 billion 
raised, Lau's share was thus HK$289 
million. Evergo’s first rights issue, in 
August last year, was underwritten by 
Lau, who with his family and associates 
at that stage owned 25.94% of the com- 
pany. The issue raised HK$123 million, 
of which Lau’s share was 
around HK$32 million. 

Disregarding scrip di- 
vidends and shares issued 
in payment for assets, 
HK$1.425 


of billion 


listing. Of that total, Lau's 


million, Or 
22.595. He hassince raised 
his direct holding to 


acquisition of shares held 
by his brother, Thomas, 


offer, poorly supported at 
the price, but which now 
gives Lau the freedom to 
increase his holding by 5% 
a year without making 
another offer. 


d gears reallv begin 
to grind further down, 
however, and Chinese Es- 
tates, after its massive 
rights issue now in pro- 
gress, will have raised 
more than HK$4.2 billion 
since the Evergo takeover 
last year. Of that total, 
slightly more than HKS2 
billion will have been 
Evergo's contribution and 
minorities will have kicked 
in HK$2.2 billion. Chi- 
na Entertainment s only 
fund-raising exercise, a rights is- 
sue in October last year, raised 
HK$536 million, of which Chinese Es- 
tates, its 52.1% parent, provid- 
ed HK$279 million, the remaining 
HK$257 million coming from mirori- 
ties. 

New money totalling HK$3.58 bil- 
lion has flowed into the companies con- 
trolled by Lau during his brief career in 
public corporate life, and his contribu- 
tion in that time has been HK$320 mil- 
lion. During the four years Evergo has 
been listed, Joseph Lau’s interest has 
gone from 60% to zero and back up to 
almost 40%. Evergo is capitalised at 
around HK$3 billion, putting Lau's per- 
sonal holding at HK$1.2 billion, from a 
,000 less than 10 years 


ago and a market capitalisation in 1983 
of HK$500 million. 

A question naturally arising when 
whizz-k:ds emerge from nowhere is the 
source of their funding. A mystery 
backer? A syndicate? Money launder- 
ing? Soft loans? Such explanations are 
often morc comfortable than the 
straightforward notion of success, and 
gain currency when principals, such as 
Lau, refuse to discuss their businesses, 
but in tais case the answer seems less 
sinister. It may have been unwitting, 
but Lau has had massive public support, 
albeit in a convoluted and complex 
form through successive paper issues. 


A FLOOD OF EQUITY 
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issue — 7/1 at HK$5.40 — Oct. 1986. 
Chipan at HK$8 in share exchange. 
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What has he done with the money? 
Evergo's property assets have been 
valued at HK$1.24 billion, its share 

rtfolio at around HK$800 million and 
its holding in Chinese Estates (before 
the latest rights issue) at around HK$1.1 
billion. According to an offer document 
prepared by merchant banks Standard 
Chartered Asia and Jardine Fleming at 
the end of August, Evergo’s net asset 
value at that stage was HK$2.17 billion. 
After taking into account the putative 
issue of anotker 1.22 billion shares, rep- 
resenting full conversion of outstanding 
warrants, the net asset value rises to 
HK$3.23 billion. 

Chinese Estates, whose primary 
function Thomas Lau says is to invest in 
top-quality investment property, is in 





the throes of doing just that through the 
acquisition of two buildings from Hong- 
kong Land. It also owns the Entertain- 
ment Building, a prime Central site 
bought from subsidiary China Enter- 
tainment in April, several residential 
developments and has a number of 
poen projects under consideration. 

ts net asset value, by the directors’ cal- 
culation, is HK$1.86 billion. 


U: sed as the primary vehicle for hold- 
ing the group's interest in Hong- 
kong and Shanghai Hotels, China En- 
tertainment was left with cash and little 
else after that investment was sold. 
Since then, it has formed a 
cross-holding relationshi 

with Jademan (Holdings 

and, in the view of chair- 
man Thomas Lau, is con- 


tinuing to look for 
"strategic" holdings. Net 
asset value is put at 


HK$1.36 billion, and the 
-com has close to 
HK$1 billion in cash at its 
disposal. 

Joseph Lau's unrelent- 
ing activity has attracted to 
him an assortment of ad- 
visers and, aside from 
principal adviser Citicorp 
International, institutions 
that have done advisory 
and urderwriting jobs for 
his group include Jardine 
Fleming, Sun Hung Kai 
International, Standard 
Chartered Asia, Bankers 
Trust and Baring Securi- 
ties. This impressive stable 
of professional consultants 
has ensured not only that 
he has ready access to fi- 
nance, but that his own 
capital is put to the best 
possible use. 

The effects are evident 

in the immense leverage 
Lau manages to exercise 
from a comparatively 
small equity exposure, a 
point that has tended to 
professional 
investors, who doubted his full energy 
was going into a company from which he 
was deriving only 25% of the rewards. 
Since raising his stake in Evergo, Lau 
has used the public companies in the 
group as repositories for some signifi- 
cant minority holdings that in the past 
would have been for his own account. 

How great the - ren for Evergo 
group paper may still be, after a series of 
issues, will be tested with the impending 
Chinese Estates cash call, and Evergo 
itself will have to find a way to finance 
its participation. Although it may be 

content to borrow, at least as a bridging 
mechanism, longer-term funding is 
more likely to be in the form of capital, 
making full use of the Lau machine. 

— John Mulcahy 
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Hitachi's wide-ranging audio- 


visual technologies include 
Picture-in-Picture for simulta- 
neous viewing of more than 
one program on a single TV 
screen, DAT, a high-density 
projection display, and frame 
memory used in IDTV. 





AV should be more than faithful sight 
and sound reproduction. Ideally, it also creates 
drama and ambience. 


Digital technology (the conversion of con- 
ventional signals into computerized zeros 
and ones) has led to a remarkable prolifera- 
tion of audiovisual uses — in TV, for example, 
for more diversified and sophisticated pro- 
gramming and information services acces- 
sible through computer connections or 
videotex terminals. And this is only the 
beginning. 


Hitachi's scientists and engineers are 
using digital applications such as frame 
memory to develop Improved Definition TV. 
IDTV will greatly improve picture quality with- 
out changing current broadcasting stan- 
dards by doubling the density of scanning 
lines and increasing vertical resolution 1.5 
times. This same Hitachi technology has 
resulted in the Digital Audio Tape recorder, 
which is capable of superior recording and 
reproduction. 

Hitachi's original screen technology has 
led to high-density big screen projection 


TV, using screens up to 110 inches. It is con- 
tributing to a wholly new technology, High 
Definition TV. HDTV is capable of photo- 
graphic quality resolution and will soon 
enable satellite services to transmit wide 
Screen images that give the viewers the feel- 
ing of actually being there. 


We link technology to human needs, and 
believe that our special knowledge will lead 
to numerous easy-to-use systems and prod- 
ucts with highly advanced functions. 

Our goal in audiovisual — and in medicine, 
energy and transportation as well — is to 
create and put into practice products and 
systems that will improve the quality of life 
the world around. 


© HITACHI 


Hitachi, Ltd. Tokyo, Japan 
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There's one hotel in Seoul | 
every international executive 
traveller should know... 

The Hotel Shilla. 


From the comfortable convenience of 
prozessionally-stafied Executive Moors to the 
friendly efficiency of our fully-equipped Business 
Center, the Hotel Shilla offers international 
executive travellers the special acvantage of 
international executive services unmatched in Seoul 

Located in the heart of Seoul, the Hotel Shilla 
also provides the ultimate in gourmet dining, 
extensive health facilities, and à unique tradiuon 
of service that is as refreshingly attentive as it ts 
authentically Korean 

The Hotel Shilla. An impeccable advantage 
And the dynastic flavors of true Korean hospitality 


ie" Sorel S, 


Seoul, Korea 


ne of The Jeading Hotels of théWorld” 


CeS o) Headquarters Hotel 
Seoul Summer Olympics 88 
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Travels 


With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 














At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/57 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
General Sales Manager 
Far Eastem Economic Review, 
G.P.O. Box 160, 

Hong Kong. 


FarEastern Economic 





Unparalleled influence in Asia. 
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The man who advised his 
London board to buy into a 
Korean company which the 
| South China Morning Post 

had blown the whistle on 
last week. 
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From the pillar of financial journalism, 
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In this advertisement for its own Its influence in the business community commercial, and economic climate of the 
financial services, run in ts own pages, makes The Post essential ing for the world’s top growth region. 
London's Financial Times cited the leadirg papers and financial publications Every great city in the world has its 
South China Morning Post as the one ar the globe. It is invzluable as a eat newspaper. In Hong Kong it's the 
newspaper of reference in the Far East. barometer by which to gauge the political, ^ South China Morning Post. 


South China Morning Post 


ONE OF THE WORLD'S GREAT NEWSPAPERS 
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This year, more than 500000 will choose 
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United as their bridge to America. 


That's a lot of people. But 
then, we're talking about an 
airline with flights from all 
over Asia to all over America. 

For instance, from Tokyo 
United's nonstops are winging 
their way to New York, 

Los Angeles, San Francisco, 
Seattle and Honolulu on a 
daily basis. 

There are also convenient 
nonstops from Osaka and 
Seoul to San Francisco, and 
from Hong Kong to 
San Francisco and Seattle. 

Once in the U.S., United 


UNITED RESERVATIONS AND INFORMATION 


and our United Express 
partners can fly you on to 
almost 200 cities from coast to 
coast, including all the top 
business centers. 

Also helping to make things 
convenient are two United 
preferred hotel plans, which 
offer First and Business Class 
travelers special rates at 


special hotels all across America. 


So if you're planning a trip 
to the U.S, consider flying 
with the airline that's vour 
bridge to more of it. Call your 
Travel Agent or United. 


e TOKYO (03) 817-4411 e OSAKA (06) 271-5951 e NAGOYA (052) 571-5488 
e SEOUL (02) 777-2993/7 € BEIJING (01) 5128888 e SHANGHAI (021) 530210 
€ HONG KONG (05) 810-4888 e TAIPEI (02) 703-7600 € MANILA (02) 818-5421/25 


e SINGAPORE 220-0711 e BANGKOK (02) 253-0558 


€ KUALA LUMPUR (03) 2611433 @ JAKARTA (021) 361707 


e Routes and schedules effective Oct 26, subject to government approval 


e Routes and schedules subject to change 








We are Americas 
Friendly Skies. 
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BLACK LABEL COMMANDS MORE RESPECT 
(23 YEAR OLD 


! E 
JOHN WALKER & SONS LTD., SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND 
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-| men as conspirators who schemed to 


-] spiring to defraud creditors and de- 


-| bank’s loans were to Khoo-related com-. 
.| panies, allegedly without security or 










. By Karl Bostic in Bandar Seri Begawan 

| A fter months of delays and disputes, 
. £4 the trial has begun in Brunei of as- 
sociates of Australian-based Malaysian 
tycoon Tan Sri Khoo Teck Puat in the 
. [| billion-dollar National Bank of Bru- 
—[ nei (NBB) fraud case. And while de- 
| fence lawyers immediately challenged 
| Brunei's jurisdiction. to bring the 
charges, behind-the-scenes efforts to 






| reach .a financial settlement of . the. 


- underlying dispute between Khoo and 
the Brunei Government appear to have 
4j] stalled... l 

. The trial of Khoo's eldest son, Khoo 
.] Ban. Hock, who was chairman, of the 
| now-defunct NBB, and three asso- 


| ciates, began on 5 October but was im- 


| mediately adjourned for a week. The . 
"| prosecution is seeking to show the four 


~ | misuse B$1.33 billion (US$636 million) 
.| of bank funds and cover up the fact that 
.| the money was used for loans to mem- 
-.| bers and businesses of the Khoo family. - 
. | Khoo Ban Hock faces charges involving. 
|, alleged criminal breach of trust, com- 






the bank'sannualreport. | ^ | 

Also facing charges on similar allega- | 
tions are Andrew Peattie, a Singapore- 
based accountant, and Bernard Soo, a 
.] Brunei-based accountant in Peattie's 
-| firm. Azalan Robert Teo, senior man-- 
ager of NBB, who initially cooperated. 
.| with investigating authorities, is the - 
| fourth defendant following his arrest in 


| positors and making false statements in 


July. Tan Sri Khoo himself is not facing Í 


^| anycharges. 
| If convicted on all the charges, the 
_| four defendants face jail terms of up to. 
| 20.years. While no pleas were taken in 
^| the early stages of the hearing, which 
was devoted to legal argument, it is ex- 
pected all will enter pleas of not guilty. 
|. The charges against the former NBB- - 
| Officers, which led to the closure of the 
.| bank.on 20 November last year, stem 
|| from investigations by the Brunei Gov- 
 ernment which showed that 90% of the 


documentation; The probe suggested 
.| that the bank was, in effect, a personal 
.] liquidity source for Tan Sri Khoo, as at 
.| least some of the money was used to fi- 
-| mance. Khoo-family acquisitions. 

| The government has demanded that 










raud trial starts as settlement talks stall - 


_€rations were concerned, was 





t that: 


published NBB 


Defence counsel Colin Ross-Munro, 
challenging Brunei’s jurisdiction to hear 
the conspiracy charges, pointed out that 
the alleged conspiracy took place in 


Singapore, citing excerpts from a state- 


ment given by London accountant Peter 


Harrison, who was hired by the govern- 


ment to investigate the bank. Harrison 
noted that “the entire decision-making 
process, at least so far as head office op- 
physically 
segregated in Singapore." o 


The prosecution's case rests heavily. 
on the testimony of Harrison, a Peat 


Marwick McLintock accountant whose 
initial findings helped convince Brunei 
authorities to close NBB. In a 300-page 
statement Harrison criticised the pat- 


through 1986. 


'tern of activities at NBB from 1983 
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ANM | plans to come up with at least this 


In particular, the prosecution alleges 
> “Kiting” or "circular transactions" — 
loans to the bank or a Khoo company 
recycled around the | 
undertaken to give an inflated impres- 
sion. of the volume of NBB's business, 
deceiving investors who would base 
their decisions on published results. 


» “Window-dressing,” in which NBB 
made huge profits selling listed equities 


at above-market prices to Khoo-related 
companies, was undertaken to boost 
profits and support a 


high dividend. 


-| while chairman of NBB 


¿posits of Khoo-related companies s 


roup — were. 
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The prosecution hopes t 











 Hock circumvented normal ba 
practices and personally organ 
these schemes. ci 
The defence intends to argue that 
there was compliance with Brunei": 
laws and that further disclosure was no 
required. The propriety of lending dis- 
proportionately to a group of cor 
panies will emerge as an issue since 
there are no restrictions under Brun 
law on lending activities, unlike the 
Stringent. controls in. neighbouring 
Singapore. | E 
The defence is also intent on proving 
that members of the Brunei royal family 
had equity links with the bank. Among 
the files being sought as evidence by the 
defence are those relating to dividend 
schedules. XT E 
Despite optimism evinced by Khoo 
associates, many observers believe Tan 
Sri Khoo cannot afford to let matters 
deteriorate further as he already - 
major obstacles to overcome. Ami 
these is the refusal by Brunei to gr 
him immunity from possible crimi 
Charges in exchange for a settleme 
Beyond this, the “misunderstanding 






































































, between the two sides has hardened in 
-a resolve by Brunei to seek full prosea 
tion of civil matters involving the Kh 
companies. NBB lawyers have issued? 
writs against Khoo companies since th 
bank was closed, seeking either dire: 
repayment of loans or payment ftot 
.Khoo-related companies that guarar 
*eedthoseloans. —| ^. . | 
The most serious of obstacles for 1 
Sri Khoo, though, is liquidity. Afte 
adjustments are made for de 


held by NBB, the Khoo debt is reduce 
‘to about B$600 million. Financia 
analysts and creditor banks have bee: 
watching for indications of how. Khoo 


amount. Ci 
A source close to the investigation o 
Khoo's assets told the REVIEW that 
Khoo made a repayment proposal to the 
Finance Ministry early this month, but it. 
was deemed unacceptable without a 
guarantor satisfactory to the govern- 
ment. At that point, Khoo's representa- 
tives approached American Express 
Bank seeking a letter of credit of around 
5$495 million. This was due to be dis- 
cussed at a meeting of the bank's board i 
New York early this month, but there ha 
| been no indication of a response as yet. 
Observers suggest Khoo is taking a 
risk in letting the trial, which isexpected. 
to last two to three months, run-its 
course without resuming talks ona 
tlement of the financial dispute. A.co 
viction against his son would make fo 
Stronger case for full repayment of the 
loans outstamding and would da 
Khoo's standing in the financial c 
| munity. e « 77 2 are n 
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K? barometers of economic con- 
fidence are being depressed by con- 
tinued political tensions. The peso has 
recently touched new lows against the 
US dollar, stockmarket activity has 
slackened and inflation is accelerating. 
Domestic demand remains robust, ac- 
cording to most businessmen and 
economists, but persistent threats to the 
20-month-old government of President 
Corazon Aquino are starting to dampen 
the investment climate. 
A coup attempt on 28 August by dis- 
pe military officers failed, but its 
eaders have remained at large and 
hm in the opposition have started 
anding together to seek an early end to 
the Aquino administration. The militant 
sector in the labour movemen: has 
eaded work stoppages leading to 
a planned general strike. All these fac- 
tors have given rise to expectations of 


- martial law being declared. 


The peso, which hovered around 
P20.40:US$1 since the start of the year, 
fell to P20.60:US$1 after the 28 August 
coup attempt. Speculation in earlv Oc- 
tober pulled the rate down to a record 
low ¥#20.85:US$1, but central-bank 
intervention propped it up to 
P20.73:US$1 by 12 October. Monetary 
officials have pledged to support the 

amid continued speculation. 

The black-market rate has been as 
low as P22:US$1 and heavy demand 
from manufacturers ahead of the sea- 
sonal year-end surge in sales is expected 
to maintain pressure on the currency. 
Many importers have reported being 
unable to open letters-of-credit because 


. banks have tightened up on trade 


financing. 


Prospects for “selective repudiation” | 


of foreign debts are starting to fade, 
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x question of confidence 


on the peso. Congress had earlier consi- 
dered proposals to limit debt service to 
10-15% of annual foreign-exchange 
earnings. By mid-October, however, 
the mood appeared to have moderated 
as the consequences of debt repudiation 
were weighted. The formation of a com- 
mission to assess the debt situation 
periodically and recommend appro- 
priate policies has been proposed. 
Estimates of 1987 economic growth 
have been reduced to 4-575, compared 


PHILIPPINES FOREIGN TRADE 


p=" IMPORTS 


to earlier forecasts of up to 6%. In the 
first half the economy grew 5.1%, as 
manufacturing rebounded on increased 
consumption traced to government 
pump-priming. ` 

In January-August, fresh capital 
poured into new and existing enter- 
prises totalled P4.83 billion, an increase 
of 79% over the year-earlier level, ac- 
cording to the Securities and Exchange 
Commission. In new ventures alone, in- 


helping to ease another pressure point | vestment doubled to P2.14 billion. 


COMPANY RESULTS 








- 


Foreign investments amounted to P945 
million, up 50% from the same period a 
year ago. The Board of Investments 
said that foreign investments approved 
during January-August were P 1.92 bil- 
lion, up from P801 million. The in- 
crease ended a four-year downtrend. 

A survey of 900 leading companies in 
21 key industries sho overall total 
sales of P73.64 billion in January-July, 
an increase of 27% over the same period 
of last year. Consumer durables and 
garment producers led the sales expan- 
sion. The government expenditure pro- 
gramme, including projects aimed at 
creating up to 1 million jobs 
by the end of the year, 
should help sustain this 
momentum. 

In foreign trade, a poor 
performance by traditional 
exports and a rising oil-im- 
port bill widened the trade 
gap to US$454 million in 
January-July from US$180 
million a year earlier. Ex- 

rts rose 12% to US$3.08 

illion, while imports hit 
US$3.53 billion. up 21%. 
Projections for the whole of 
1987 now indicate a trade gap 
of about US$740 million, 
which would be 72% higher 
than in 1986. The new liberal 
import policy and increased 


REVIEWGRAPH by crys demand from domestic manu- 


facturers are contributing to this trend. 

Inflation is slowly gaining pace. In 
January-September, the consumer- 
price index rose an average of 2.7%, vs 
1.1% in the same period of last year. In 
September alone, the year-on-year rise 
in prices was 6.17%. The weaker ex- 
change rate could hasten a return to 
double-digit inflation, last seen in 1984- 
85 when substantial devaluations sent in- 
flation soaring to a peak of about 60%. 

— Jose 


i Country's largest maker of men's suits forecasts ¥6.1b full- 
i year profit, vs ¥5.7b. 


' 625A€ 
| (same) 


Lagifu oil find in Papua New Guinea said to 5e of "great 
significance." A$ depreciation improved profits 
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SEOUL soared to a peak in the period to 12 Oct., boosted by hopes of capital-market legislation. Tokyo and T 
Bangkok also advanced. But Taipei fell sharply and Australia declined following Wall Street's plunge. d 


SEOUL: The expected passage of 
legislation fostering a capital market 
set the bulls loose as the index climbed 
17.72 points to a record high of 515.25. 
Daily volume was 4.8m shares and the 
average turnover rose by Won 5.9b 
(US$7.8m) to Won 73.8b. Major gain- 
ers were Dongwon Electronics up 
10.2% and Angkuk Fire and Marine 
Insurance up 12.2%. 


HONGKONG: Stocks rallied after a 
bout of profit-taking trimmed earlier 

ins. A one percentage point increase 
in the territory's prime lending rate had 
little impact on the market. Property 
shares made the biggest advances. Ac- 
tively traded stocks were Promet and 
Evergo. Total volume for the period 
was 4.4b shares, worth HK$14.65b 
(US$1.8b). 


TOKYO: Shares reached a peak of [ 


26,286.75 on 8 Oct. in heavy tradin 
but fell back later in anticipation of U 


August trade figures. Fears of a rise in |: 


Japan's discount rate also dampened 


sentiment. Fuji Bank rose ¥90 (63 US ear 
cents) to Y 3,340 and Sapporo Bre- 


weries gained ¥20 to * 1,740. Dail 
sip averaged 1.23b shares, wort 
1.28t. 


TAIPEI: Prices fell sharply as investor 
confidence ebbed. The weighted index 


posted a record single-session drop of 


325.83 points. Biggest losers were 
banks. China evelopment fell 
NT$117.50 (US$3.9), a drop of 18% 
and First Commercial lost NT$316, a 
drop of 10%. Daily turnover averaged 

2.17b, down slightly on the previ- 
ous period. 


SINGAPORE: Strong buying interest 
was helped by the debut of new listing 
Singmarine Industries. Singmarine 


closed at S$2.10 (US$1), some 20 S | 


cents above its grey market price. Ma- 
laysian counter MMC put on 17 S cents 
to $$3.16 on strong buying support. 
Blue chips generally closed higher. 
Daily volume averaged 19.6m shares, 
worth S$61.7m. 


KUALA LUMPUR: Bearish news about 
the north-south highway failed initially 
to stop the recovery but the market 
eventually lost momentum and profit- 
taking set in. Most blue chips closed 
higher, MAS and MISC putting on 35 

cents (14 US cents) and 40 M cents 
respectively to finish at M$6.10 and 
M$9.45. Volume averaged 12.5m 

shares a day valued at M$33.1m. 

















. e over Wall 
Street's decline sparked profit-taking 
which wiped 3% off the value of the 
market. A further downgrading in 
Australia's credit risk also depressed 
sentiment. Media takeovers continued 
with the newly listed Hoyts Media buy- 
ing nine radio stations for A$1.51m 
(US$1.1m). A total of 560m shares 
were traded, worth A$1.36b. 


NEW ZEALAND: Prices, pushed by a 
rising New Zealand dollar and firm in- 
terest rates, plunged in the wake of 
Wall Street's steep drop. The market 
finished 7.8% below its 18 Sept. peak. 
Brierley fell 21 NZ cents (14 US cents) 
to NZ34.85 and Fletcher Challenge 
slipped 40 NZ cents to NZ$6.61. Vol- 
ume for the period was 87.35m shares, 
worth NZ$162.35m. 


BANGKOK: Prices closed higher on 
hopes of better cue venie company 
earnings despite mid-session profit- 
taking. The biggest gains were made by 
Multi Credit, Berli Jucker and Indo- 
Thai-Synthetic. Losers included Asia 
Fibre, Vidhayakom and Bank of 
Asia. Volume for the period totalled 
37.8m shares, worth Baht 5.62m 
(US$217,829). 


MANILA: Philex mining, Lepanto and 
Sime Darby stood firm amid tumbling 
prices as continued political uncer- 
tainty kept investors away. PLDT 
ended 10.8% lower at P181 (US$8.7) 
and San Miguel A slipped 2.9% to 
P102. Daily volume curing the period 
averaged 616.19m shares, down 48%. 
Turnover was P60.07m a day, a fall of 
40% on the previous period. 


BOMBAY: Stocks eased as turnover 
dwindled after financial institutions re- 
mained on the sidelines. Skirmishes in 
Kashmir and the apparent breakdown 
of the Sri Lanka peace accord also de- 
dee the market. Reliance fell from 
132 (US$10.1) to Rs 124.5 despite 
strong interim results. Oswal Agro 
ined five points to Rs 125 after a bonus 
issue and higher dividend payment. 


NEW YORK: Rising interest rates and 
a weakening US dollar hit the market, 
which suffered its biggest one-week 
drop on 5-9 Oct., falling nearly 159 
points, or 6%. Brokers said the rise in 
rates was slowly taking investors out of 
the stockmarket. Volume  totalled 
860.7m shares. The Morgan Stanéy 
Capital International Index closed 
.5 on 9 Oct., down 2.4. 
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(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A . (B) M2 or currency plus bank deposits — (4) Peninsular 
| ©) IMF definition of reserves minus gold except for Singapore 9 Cmomenege mne: mo (9) Excluding petroleum products — (10) 
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Business International Asia/Pacific Ltd is seeleng to re- 
place our Director of Client Research, who isitransfer- 
ting to the United States. 


7 The position involves managing of a group of “esearch. 
: staff inthe sale, coordination, and execution of esearch. 


G =) Business International Asia/Pacific Ltd . 
Director of Client Research 


Business International Asia/Pacific is the Asian regional 
headquarters of Business International, the world's 
leading company providing information on the business 
environment to multinational companies. We are a sub- 


/sidiary of the Economist Group, publishers of The 
Economist macazine. 





Do you have ensured your 
real estate and property long 
term? We can solve problems 
tactiully and reliably and fast. 
For detaiis please contact: 
S.H.S. Finance. Agency, Am 
Gotie 40-42, 8000 
Munich 50, | West Germany. 




























_ projects commissioned by our clients (multinational cor- 
-_ porations and goverment organizations). 

-Candidates should have a good knowledge ofthe busi- salary te: 
ness. environment in Asia; the maturity and uncerstand- 

ing to define the business problems of senior eperating 


i iet will range from $540,000 to S$70:000 per annum and wil 
€ femmensurate. with qualification and experience. 
ase write personally enclosing full curriculum vitae and a recent 
hoto (non-returnable) to Singapore Chinese Chamber o* Com- 
merce a and industry, 47 Hill St. Singapore. 0617 i 

The envelope should be marked "Contidential-Apolicat on for 
j esearch Director" at the top ieft comer. 
























Closing date: 12th Nov. 1987 


.— PUBLICATION 





















REVIEW INDE 
o The Fur Eastem Economic Review is now publishirz a quarterly ndex which 
< details by country. and date everything that has appeared in the Review. The 
. index is available on a quarterly basis. Subscribe now and each quarterly 

“index will be sent to you automatically as soon as it secomes avatable. A vital 

< esearch tocl, the Review index will save hours of needless searching tor in- 
| ormation. ORDER YOURS TODAY! Only HK$2€D (US$37.5C) for 4 quar- 
3 omple e the coupon below and sand with yourpayment. 














Please eno iny orderfor thue Eastern Econom 
Pencdoso H «$2 x odd iss ce 





Please write with details of your experience and current 


managers, and the strong analytic, project manage- : Caroline Pfohl-Ho 
andwiing skills required to find solutions to those Director of Client Research Passes works and 


1111- 1119 Mount Parker House 
Cityplaza, Taikoo Shing. 


Hong Kong 





MISCELLANEOUS - 
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If you have Christmas gifts and services to 
sell, then reach over 200,000 corporate deci- 
sion makers; husbands; parents aid affluent 
business and personal gift givers in this sec- 
tion. | 

A special ‘Christmas gifts’ column is now 
available — place your booking today by 
contacting: 





Hillary King 
International Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong | 
Tel: 5-293123 Telex: 62497 REV, AD HX 





.  PACER STUD FARM 
PUKEKOHE, NEW ZEALAND 


x Anideal opportunity. to acquire a thriving fully staffed stud farm. The Estate of 20 
acres includes: 9 paddocks, training track, stables, mating pen, 40 horse boxes 
and two houses. Sale due to owner retiring. Offers in the region of NZ$660, 000. 


For full details of this and other commercial and : 
A C 





‘residential properties please contact Mike Simister 
atiNTERSEARCH 1004 Dina House, 
 Buttonjee Centre, 11 Duddell Street, Central 





“Hong Kong Tel: §-8108511 Fax 5-8450304 INTERSEARCH 
Tix: 66862 INTSH HX INTERNATIONAL PROPERTIES 


Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell, let. . 
manage and arrange finance for your UK house or flat. 


felt Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 












BUSINESS OPPORTUNITIES 











AUSTR A LI A 2 
TOURISM PARTNER REQUIRED. 





The Sunliner group controls 9 companies involved in tourist coach and local bus. |n 
operations in Queensland and N.S.W., Australia. As such itis one of the largest. 

non public bus and coach operations in Australia with about 240 vehicles. Tum- 

over is around A$20m. It is heavily involvedin Queensland tourist activities hold- 


<- | ing appropriate licences in Cairns, Brisbane, as well as Syd: 
The three principals are seeking an equity partner to enable the | group to take 
, advanta le. of the tourism boom in Australia and esp 





Interested parties may write to: L. W. Francs. 

; Sunliner Queensland Pty Ltd, 
‘PO Box 44 MANLY QLD 41789, ‘AUSTRALIA 
Fax No. 617 393 5224. 


International fashion company 







MANAGEMENT / FINANCE 





















7 Avenue Desi P palins 


E HO MDE MARE BOA E 







aina Hamptou Sons 
o piire d 2nd floor Two Exchange Square. Hong Rong. UR che Stséet, ie SNAM ne E mmn X. 


esent e a rate Aor ee re VIPERA. 


specially the Far North | 
rier Reef area. It is pcd that Seca, nen wilbe |J. 








E Based in. Monte: Calo, principality of |. 
CONSULTING-SERVICES Monaco; ie looking for an exclusive dis- | 
| — Company / Trust / Foundation tributor licensee for an elite. prestigious 
. formation and Management parece need for ih ae aman 
50] — Trustee and fiduciary services oe would be delighted tó moet 
_[ = Project evaluation and Tokyo. Keio Plaza inter-Continental 
cope. Implementation "Hotel (Tel 03344 0111) 
Sup All international transactions . from October 20 to October 24 
po Contract negotiations Seoul, Seoul Hilton Intemational . 
~~. Developing contracts with Hotel (Tel 753 77 88) 
authorities, banks, investors, etc. from October 26 to October 28 
Lai Lai ton Hotel 
. IBS, Bahnhofstrasse 100 apart 55 iria 
CH-8023 Zurich from October 29 to November 1 
Phone 01/211-04-83 _| Hong Kong, Furama InterContinental 
Fax 01/211 7531 ] Hotel (Tei 852 5 62 55 111) 
Telex 813884 from November 2 to November 5 
Bas Singapore, Pavilion inter-Continental 
Hotel (Tel 65.7338 888) 
from November 6 10 November 8 
Manila, Inter-Continental Manila 
(Tel 63281597 11) 
from November 9 to November 11. i 
Alain Sangiorgio International í 
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NEW ISUZU RIGHT HAND DRIVE TRUCKS AVAILABLE. 
“FOR IMMEDIATE SALE. 

FTR 111 (PRIME MOVER — WHEEL BASE:- 3200MM, 
GCW:- 22,000KG) | 
FTR 113 (WHEEL BASE:- 4200MM, GVW:- 14,000KG) 
FTR 115 (WHEEL BASE:- 5000MM, GVW:- 14,000KG) 
CONTACT MALAYSIA 03-2212612 TELEX MA31490 
FOR SPECIAL NEGOTIATED PRICE 
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ike the jazz band performing nightly 
àt the city's Peace Hotel, Shangha 
itself has become fossilised; it retains ar 
atmosphere of times past but hardly 
functions as a modern city. 

Shanghai is painfully aware of it: 
relative decline and is determined tc 
bounce back — using the Asia-Pacific 
region as a springboard. 

Chen Minzi and Yao Xitang of the 
Shanghai Academy of Social Sciences 
(SASS) expressed the city's collectivc 
sense of crisis when thev wrote: “The 
speed of [Shanghai's] economic deve- 
lopment has fallen behind the country’s 
average for five years in succession, its 
economic results have started to decline 
and its foreign trade has failed tc 
achieve any breakthrough." One loca 
researcher explained that Shanghai ir 
the 1960s had accounted for 29% o: 
China's industrial output and 30% of its 
Ep. figures which were reduced by 
half by the mid-1980s. 

In a snail-paced car wading through 
bicycles and pedestrians between inter- 
view appointments, my guide from the 
local journzlists’ association repeatedly 
stressed (as did others during inter- 
views) the urgent need to revamp the 
city’s obsolescent infrastructure and tc 
build a centre of high-technology indus- 
try, domestic and foreign trade, and o: 
financial, information and professiona 
services. 

Integrating Shanghai into the Asia- 
Pacific economy is considered a must 
As one expert put it: “Shanghai ts 
China's door to the world. Of the more 
than 100 ports on the Pacific Rim 
Shanghai is particularly well endowec 
. . . Taking advantage of [this], it is 
gradually returning to its role as an eco- 
nomic centre." 

But there is also awareness that it is 
not going to be easy. The two SASS 
writers warned: “Today, as the focus o^ 
the world economy is gradually shifting 
to Asia and the Pacific region, we are 
obliged to face up to very powerful com- 
petitors." 

Economically and  intellectually 
Shanghai has spearheaded China s awa 


kening to the "Pacific Century" — 
though, with the recent upsurge of gen 
eral Chinese interest in the Asia-Pacific 


and emergence of a near-consensus tha’ 


China should participate in its growth . 


Peking seems to have stolen some of the 
initiative from Shanghai. 

Last year saw Peking joining the 
Asian Development Bank and applying 
for membership in the General Agree 
ment on Tariffs and Trade. After 
heated internal debate, the Chinese alsc 
became a full member — before the 
Soviet Union which is only an observer 
— of the Pacific Economic Cooperatior 
Conference (PECC), alf organisatior 
which is ostensibly private but has 
governmen: officials participating 


and has hence gained political stature. 

Those against joining the PECC ap- 
parently argued that it would only serve 
the interests of the region’s economic 
superpowers, the US and Japan, er that 
it wou d become their political-milita 
instrument. But Soviet leader Mikhail 
Gorbachoy seems to have tip the 
scale in favour of those who felt China 
must become part of the Asia-Pacific 
economy or fall hopelessly behind, 
when he reversed Moscow’s previous 
positien and indicated a desire to join 
the PECC in his celebrated Vladivostok 
speech in July 1986. 

For a China which has had to resort 
to exclusivist nationalism to unite itself, 
resist foreign aggression and pull 


ux es ii 





through Cold War containment, and 
which until recently limited itself to 
carefully managed bilateral economic 
ties, voluntary participation in multilat- 
eral economic activities is unpre- 
cedented, even revolutionary. Also rev- 
olutionary are the coastal special econo- 


mic zcnes, representing a wholesale ac- 


ceptarce of loans and investment from 
the capitalist West. 

These changes needed ideological 
justification. Among other things, the 
idea that economic relations between 
North and South were invariab'y un- 
equal and exploitative had to be re- 
placec by a rotion that mutually benefi- 
cial North-South division of labour was 
possible. The evident export-led success 
of the new!y industrialised countries 
also had to be rationalised, 


| 


In what is considered a crucial docu- 
ment underpinning Peking’s shift to an 
active open policy, Huan Xiang — head 
of the State Council’s influential Centre 
for International Studies and now also 
head of China's PECC national commit- 
tee — argued in :984 that instead of two 
world markets, cne capitalist and the 
other socialist, there stil: existed a single 
unified global market where capitalism 
remained ascendant. China was part of 
that one global market, Huan 
stated. 

Late that year Huan at- 
tended a trend-setting sym- 

ium in Shanghai on the re- 

ationship between growth of 
the Asia-Pacific region and 
China's modernisation, or- 
anisec by SASS, the Shang- 
ai Institute for International 
Studies and the city's Fudan 
University. 


s Japanese China expert 

Kazuko Mori sums up, 
the main conclusions of this 
symposium were that: the 
fast-growing region was gain- 
ing in importance; the re- 
gion's diversity implied lim- 
ited economic integration; 
this integration required sol- 
ution of North-South prob- 
lems within in the region; 
China should seek a positive 
regional role; Peking’s for- 
mula for integrating Hong- 
kong, “one country, two sys- 
tems,” would help boost the 
region’s economic coopera- 
tion, and the Soviets also are 
bounc to play an increasing 
role in the region. 

Although the full ramifications of 
China's Asia-Pacific thrust are difficult 
to fathom, regional countries generally 
welcome the emergence of a stable and 
predictable China. All are interested in 
China's market potential, though this is 
tempered by fear of competition and de- 
sire for not-too-rapid Chinese growth. 
Some want a strong China to fend off 
the Soviets, though the rise of Chinese 
“hegemonism” is a worry, particularly 
in Southeast Asia. 

How Peking handles its political 
agenda, including the upcoming 13th 
party congress, troubles with Japan 
over trade and Taiwan issues and the 
secessionist challenge in Tibet, should 
indicate the strength of its commitment 
to the open door policy and to the Asia- 
Pacific region. | — Susumu Awanohara 
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The discerning eye will have no difficulty in detect- 
ing that certain inimitable Audemars Piguet style. 
But only the masterwatchmakers of Le Brassus 
know of the individual dedication and skill that 
prec eeded its creation. 

How they captured the essence of feminity in a 
delicately elliptic form, mid-way between teardrop 
and petal. How they carved the crystal out of pre- 
cious stones, mysterious and aglow with colour. 
And then, patiently selected the purest and most 
perfectly cut diamonds to frame the watchface in 
shimmering light. 

Indeed, they spared no effort in creating that per- 
fect balance that is the hallmark of Audemars 
Piguet. 

A sense of balance that is similarly found in the 
measure of dedication and flair that goes into the 
cultivation of rare orchids. 

Although, here, the aesthetic achievement is 
backed by a glorious naturallogic. A precise and 


careful study of day and night-time temperatures, 
nourishing barks and acidity of rainwater, matched 


by twelve long years of patience, are required if 
nature is to yield i Its treasured prize — the perfect 
blooming of a precious flower. 
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The master-watchmakers at Audemars Piguet 
recognise that moment of exquisite pleasure as the 
completed creation becomes a reality before their 
eyes. And, like a certain style, that moment has no 
price. 
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whats in it for you. 


One Packie Place is the best piace for your busmess in Hong Kong supported by two 1.000 kva emergency generators which ensure that all 
- Decause it was intelligently designed with your business in mind. emergency end computer systems run optimally in the event of & power 
1] Considerallthe ins and outs. Access to One Paciic Place is convenient failure. 
E yet exclusive. A private road provides direct, same-level access : the 7] Consider your guests. The three Pacific Place hotels, sewe and 
impressive entrance lobby. M] residental apartments provide quests with 5-star accommocaton and 
.  Ànair-conditioned footbridge links the foyer of Ors Pacific Place to a a range of conveniences which include restaurants, business centres, 
comprehensive public transport network anc fomms conference and recreation facilities, 
the fret part of an elevated, traffc-tree » Consider what you'll have on your 
-. system to West Central and beyond. | MB plate. The Fache Place shopping 
| a Consider your security. A 15)-man || | mali, the largest in the Central Business 
(oU ME security force; computerised card- 1 IM qe District, will offer a'wide selection of Asian 
- key system; CCTV alarm networkand the. | EB E TENEBIT. 7 Wal and Western, gourmet and. fast-food 
respected name of Swre as managers. | PR EB EBEN IB | dining options, in addition to a full range of 
combine to maxe OnePaciicPlaceasde | IE IN T TEI TIE | fine shopping anc a complex containing 
- and secure business environment. IBI TIBI NI IB! INIT four cinemas. 
QW] Consider the wide open spaces. Gist TIBI NI | TT] Inteligently-cesigned. userefficient 
* BB {he floor pate at One Pacifc Piace | IM IM IE BIA | : | | ME space, totally convenvent, first class 
~igamong the lergest:n Hong Kong Each | EB IB I ini H IIl facilities and amenities. & package of 
evel offers a minimum of 20000 sq to! E IB INI HELL TIHI features which make it easy to see why 
-easily divisible space. Floors ere coumo | IB E TI HEI | III you won't be the first to 5e persuaded 
tree, with above-average celirg Faghs | IB IN T TINI NI age | that One Pacific Place is fhe best place 
and floorloading capacities. IB II TIBI | | | for your business. 
uU the  echnicalies f IM IN T IBI MINI INIT For further information about the 
MB Comparmented wire-managenent | EN EN isign gg TE office and commercia space al 
— systems in the floor, ceiling and skirtings B IEIINIIBII BIN Pacific Place, contact 
faciitate easy installation of power, tele- a! B IB ua | | ; the sole leasing agents, 
phone and communication-data systems | EN EN IB EERIIRE IE Jones Lang | 
7] Considerhow compatible weare. A | B INIIINIIE Il | Wootton. ONE 
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The fruit of the garden 


Centuries old and 374 feet long, the White Horse performance computer compact enough to fit into a 
at Uffington lies cut into the earth's greenery. Unlike ^ briefcase. And a flat-screen, high-resolution LCD TV 
anything pre-existing, it was the fruit of man’s fertile tiny enough to fit into the palm of your hand 






imagination. Epson's goal remains steadfast. To create 
At Epson we view new and fantastic ideas like products and means which enhance "AA wu 
living seeds. And in kind, give them space, air and daily life. Like our impressive 
light, and the skilfulness of our engineers, to blossom selection of IBM* PC compatible 
into the innovative products and technologies that computers with easy to use —— 
have always put Epson a step ahead features, at an easy to enjoy cost 
It's no surprise Epson were the first company to As for what's next, it's hard to say o- 
develop a printer small and fast enough to work in Except that we will continue to nurture the 7 
mí tid Lee | 


a calculator. Or the highest quality and performance ground-breaking ideas that, like seeds in a bountiful SREP urge 
printers; ranking Epson as the world's leading printer garden, become the fruits which in turn nourish us all BÉ DRUMS - inan 


manufacturer. 





We were also the first to produce a desk-top BM is a reg s'ered trademark of International Business Machines Corporation Epson. Where anything is possible. 
\ 1 ` j 
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JAPAN: SEIKO EPSON CORPORATION Tei: (0266) 52-3131 Telex 3362435 SINGAPORE: EPSON ELECTRONICS (S) PTE. LTD Tel: 2786071 Telex. 39536 HONG KONG EPSON ELECTRONICS TRADING LTD 
Tel; 5-8314600 Telex. 65542 TAIWAN: EPSON ELECTRONICS TRADING (TAIWAN BRANCH) Tei. (02) 7160855 Telex: 24444 BANGLADESH: FLORA LTD Tei. 231950 Telex 642418 INDONESIA: SARANA 
HITECH SYSTEMS Tel: 711043 Telex: 44199 MALAYSIA: EQUATRON (MALAYSIA) SON. BHD. Tei. 7558322 Telex 39840 PAKISTAN: ABM DATA SYSTEMS LTD. Te! 540574 Telex: 23431 SRI LANKA: COMPUTER LINK DATA 
SYSTEMS LTD. Tel: 28641 Telex: 21321 THAILAND: SAHAVIRIYA INTERNATIONAL COMPUTER CO. LTD. Tel 2360295 Telex: 87172 PHILIPPINES: U-BIX CORPORATION Tal 218-7501/2/3/4/5 Telex: 23120 
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Suites at the top of You Could | 
| The Dynasty Si ore... Gather 
EE EIS It Yourself 


The Recognized Authority 





1 Now in its 24th year the CHINA TRADE 
e REPORT which is published monthly by 
T E the Far Eastern Economic Review has 
LEE long been recognized by leading busi- 
Aone ness executives throughout the world as 
Gos the most authoritative newsletter of its 
22-4 kind 
1; CHINA TRADE REPORT 
Provides A Broad Range 


Of Information 

Covering subjects which range from 

foreign investmer to fashion, electronics, 

| ' | p xen telecommunication, engineering, contract 

Low Ic Es dim m Viva e s " — en of 
ee wok others the A is 
aati CHEF I= essential reading for anyone doing, or 


come down to earth. voting do, busines thre 


From now until end '87, the Execative Suites of the hotel you want to You probably could get the same informa- 
take pictures of are going for 40% less: Yet you'l get more — fruit baskets, tion on your own but in order to locate 
chocolazes, free use of health centre, and the impeccable service. what is contained in each and every 16 
So the next time you come down to Singapore, go one up and check into foolscap page issue of CHINA TRADE 
the Suites of The Dynasty Singapore REPORT you'd have to read hundreds of 
publications, not to mention have your 


THE 
320 ORCHARD ROAD. SINGAPORE 0923. TEL: 734 9900. TLX: DYNTEL RS 38633. Q dynasty own network of people reporting from all 


CABLE: DYNASTY SINGAPORE. FAX: 7335251 FOR RESERVATIONS: UTZLL INTERNATIONAL (WORLDWIDE). the important zones in China. 
PRESTIGIOUS HOTELS RESERVATIONS SYSTEM — JAKARTA (679952) 
Why not subscrioe now and discover 


for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 

Small Investment... 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
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and you're about to fly the “Freandly Skies" of United money. 


Airlines. Be sure to ask for your copy cf the Far Eastern 


1 | ES | Post this coupon today! 
1 Economic Review. Available on all United flights from Asia Circulation Manager, e d 
n" Far Eastern Economic Review. Ltd., 
G. P. O. Box 160, 
i | Hong Kong 
Reading the Review will make the skies seem even | Please enter my one year subscription 


inendlier 


(12 issues) for the CHINA TRADE REPORT. 

| | enclose a cheque/money order of 

| made out to the Far Eastern Economic 
Review. Or, please charge my credit card 

| (tick one): 

| American Express O Diners Club O 

MasterCard |J Vise O 
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Royal Jordanian is soaring high with its 
newly equioped fleet, ready to fly you to any one of 
AIT our 42 destinations worldwide. 

When you're flying to and from the Middle 
East, Far East, Europe or USA, we can give you the 
convenient connection times you need, plus service 
and efficiency that are hard to beat. So take a 747 
or Tristar anywhere from Singapore to Los Angeles 
and relax in our new reclining sleeperettes, enjoyin 
our superb cuisine and the warmth of our traditiona 
hospitality. 

As part of our continued commitment to 
improvement and modernisation, we've just added 
the new Airbus A310-300 to our fleet - just for you. 

Fly Royal Jordanian worldwide. You'll be 
sure of a warm welcome all over the world. 
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Persecuted minority 


In September, the International Com- 
mission of Jurists, based in Geneva, 
brought out its comprehensive report 
on civil liberties in Pakistan during the 
eight years of martial-law rule imposed 
by President Zia-ul Haq. The report was 
jointly prepared by a special mission, 
assigned for the purpose, after a series 
of extensive meetings and interviews 
with federal ministers, chief justices, 
senior government officials, local law- 
yers and political workers to inquire | 
into constitutional and legal rights of 
various sections of Pakistani society, in- 
cluding trade unions, women and religi- 
ous minorities. The fact- -finding mission 
comprised loyal experts of international! 
repute. 

In its 157-page report, the commis- 
sion has devoted one full section to the 
persecution of Ahmadi Muslims in 
Pakistan and the steps taken by the gov- 
ernment to curtail their fundamental 
rights and to restrict their religious free- 
dom. 

The commission, in its report, is very 
critical of the amendments in the Pakis- 
tan Constitution drawn up in prepara- 
tion for the return to civilian rule. It was 
observed that the amendments were 
manipulated to legitimise and extend 
the current rule of Zia. The report ne- 
gated the government's claim that 
Ahmadis are not discriminated against 
in Pakistan. 

The report says: "They are suffering 
violence both to their person and their 
places of worship, with no serious at- 
tempt being made to afford them pro- 
tection. Indeed, members of the gov- 
ernment have encouraged the feelings 
of hostility. The measures against the 
Ahmadis which were introduced during 
martial law have been added to since the 
restoration of civilian rule and it seems 
improbable that if these and other plans 
are implemented, Ahmadis will be able 
to follow their faith without risking their 
life or prolonged imprisonment. More- 
over, Ahmadis appear to be suffering 
extensive discrimination on account of 
their faith." 

The report also says: “The govern- 
ment appears to be either ignoring un- 
provoked attacks on Ahmadi places of 
worship or allowing public order to be 
used as a pretext for stopping acts of 
worship." The report provided various 
examples of persecution of members of 
the Ahmadiyya community, the de- 
struction of their properties and 
mosques, and the discrimination against | 
them in jobs, educational institutions | 
and other areas. | 

The report, in its concluding re- 
marks, recommends: “The government | 
should, therefore, reverse the measures | 


| which it has been taking against the | 
| Ahmadi community and take nes to | 





. ensure that thev do not suffer unlawful 


"discrimination or attacks cn their per- 
son and places of worship.” 

It remains to be seen whether the 
Pakistzmm Government will take any ac- 
tion on these remarks. 

London Rashid Ahmad Chaudhry 


Union troubles 


Regarding TRAVELLER'S TALES [1 
Oct.], I would like to add a sma!l correc- 
tion. According to Jean Lacouture’s de 
Gaulle, the proposal in June 1940 to 
merge both Britain and France into one 
political entity was not thought up bs 
Churchill but jointly bv one Britisher, 
Arthur Salter, and one Frenchman, 
Rene Pleven. Jean Monnet, at that time 
head of the Mission d'Achats Franco- 
Britannique, became the driving force 
of the plan. 

‘Redrafted as the Plan d'Union 
Franco-Britannique with assistance 
from two of Churchill’s close advisers, it 
was then “tested out” on Lord Halifax. 
Monnet, who broke away from de 
Gaulle soon after, submitted the final 
proposal to Churchill on 15 June. In his 
memoirs, Monnet says that Churchill 
'jolted" (“eut un sursaut”). Churchill. 
desperate to find a few "fighting French- 
men," gave the go-ahead and called 
Paul Reynaud in Bordeaux the next 
da 








After what must have been ore ol 
the most extraordinary cabinet meet- 
ings in history, the French Government, 
against Reynaud's personal inclination 
refused to entertain the proposal on the 
basis that France "shouldn't become an 
English dominion.” 

As somebody who has lived mest ol 
his life in an Anglo-French halfway 
house, I was also struck by the pheno- 
menal scope of the project. Had it come 
through, post-war history and the Com- 
mon Market would have been very dif 
ferent. | must admit, though, I fail to see 
why Guy Mollet wanted to push France 
into the Commonwealth in the mid 
1950s: it would be enough to turr any 
self-respecting Frenchman into an in 
stant “gaulliste.” 


Quezon City Kim Gordon-Bates 


Harmful expose 


[ am in no position to confirm or deny any 
of Gregory Henderson's assertions about 
the US-South Korea military relation 
ship [STH COLUMN, 24 Sept.]. Al 
though his diagnosis, prescription and 
prognosis of South Korea’s sore wounds 
may have been well intended for al: par- 
ties concerned, this kind of expose ol 
our national trauma can only provide 
aid and comfort to our adversaries 
His choice of timing was decisively 
wrong with the pending democratic re- 
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forms and the Seoul Olympics in 1988. 

The trumpeting of the inadequate 
military command structure is indeed 
unwarranted at this time as we are now 
in the process of normalising the com- 
mand relationship discreetly. 

His divulging in detail of the US nu- 
clear policy in this volatile part of the 
world is questionable in view of the fact 
that even the US assistant secretary of 
state could not confirm or deny it. 

Koreans woulc appreciate it if he 
could write another 5TH COLUMN on 
our national art treasures, notably the 
whereabouts of the misplaced ones that 
have been smuggled ou 


Seou! Ha Jae-ho 


Malay murders 


Richard Stubbs [LETTERS, 24 Sept.] is 
probably right about the Sungei Siput 
murders in June 1948 during the Malay 
Emergency. But local units’ frustration 
and need for funds following the depar- 
ture of “Mr Wright” do not seem al 
together compelling explanations. | 
thought the latter took place quite some 
time before, in March 1947. and was ad- 
vised to cadres in February 1948; more- 
over, the murders of the planters were 
more in the nature of “executions” than 
Yold-ups for robbery 

In any event, the Malayan Com- 
munist Party (MCP) decision to go 
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Time Flies 


Every minute, every hour, every day 
around the world, aircraft are taking off 
powered by CFM56 engines. These 
powerplants provide record-setting dis- 
patch reliability of better than 99.9%. 
This is performance so dependable, 
millions of travelers could set their 
watches by CFM56-powered flights. 


What's more, CFM56 engines aver- 
age only one visit to the shop every 
3 years. And ten year maintenance 
savings often climb to more than 


$2 million per aircraft. 


In just a few short years, CFM56 

has become a best seller in the world 
of turbofans and a choice for the 
newest generation of aircraft. Time 
flies when you are turning in a remark- 


able performance. 
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underground was known in ne 


before the event and before the Sung 
.| Siput/Elphil estates murders. I believe 
„both the Special Branch chief (Ryves) 
- and my father had picked this up from 
their local contacts. He said they 
warned higher authorities, I think they 
suggested Chin Peng, Lau Mah (also on 
the central committee) and: some of 
_ their associates ought to be picked up 
< and held on some (traffic, licensing or 
such-like) charge so that the MCP 
"troops" waiting for them in the Perak 
jungle might feel betrayed and hold off. 
The suggestion was knocked back as 
bad form. 


Singapore - | T. J. Hannah 

Back in context 

Speaking in Mandarin at street rallies in 

the 1976 general election, Ho Juan Thai 

[LETTERS, 15 Oct.] repeatedly accused 
the Singapore Government of trying to 

exterminate Chinese language and edu- 


cation. If he fully stands by these state- 
ments, he should not have quoted such 





an inadequate and feeble paraphrase of © 


his fiery election rhetoric. Since J. B. 
` | Jeyaretnam [LETTERS, 22 Oct.], like 
~~} Ho an unsuccessful Workers’ Party can- 
didate in the 1976 election, also claims 
that the Singapore Government is mak- 
ing “wild allegations, basing them on 
Words taken out of context,” I shail 







on tape: 
"When they want to exterminate 
Chinese education, they make up this 


idea that in this industrial society Eng- 
lish is very important. We all know the 


^| importance of English, but we cannot 


implement this system on the premise of 
exterminating Chinese.” (Rally, 14 


Dec. '76.) 


"Now in order to exterminate © 


Chinese, they furiously propose the im- 
portance of English in this industrial so- 
ciety and commercial society." (Rally, 
17 Dec. 76.) : 

"In Nanyang University, from 1975, 
they forbade the use of Chinese as the 
medium of instruction for new students. 
They compelled lecturers to teach in 

.English. No matter whether or not the 
lecturer knows English, he must still lec- 
ture in English. No matter whether or 
not the student . . . understands Eng- 

lish, he must still listen to lectures in 
English and complete assignments in 
English. Thus by many methods, they 
have totally changed the intrinsic nature 

-| of Nanyang University, turned it into an 
. | English-language university . . . and 

.. completely let down the aspirations of 

our entire Chinese society: that our ver- 









slop and exist.” (Rally, 17 Dec. '76.) 
Jeyaretnam asked when the last 


— sate brad 


. | claimed, wrongly, that this had been in 
z] 1964. In fact, there had- been further ra- 
cial riots in 1969, following the 13 May. 







fore the Sungei | 


tory l 


now admits that the government had of- 


to Singapore" is therefore another lie. 


quote at some length translations of 
Ho's actual words, which are available . 


.nacular language should continue to de- | rightly states that the REVIEW is impor- l 
"ve _ tant to international traders, but seems | 
| not to recognise the crucial relationship | 


bloody riot in Singapore occurred. Ho | between economic matters and political - 






















‘injured. 


1 this situation, it is not at all 
ssert that such inflamma- | 


















anguagé could have caused racial 
riots. In the early 1970s, a Chinese daily 
newspaper, the Nanyang Siang Pau, 
was glamourising communist China and 
whipping up emotions over Chinese lan- 

uage, education and culture. In 1971 
our editors and top executives of the 
newspaper were arrested. In 1973, its. 
chairman and managing director, Lee 
Eu Seng, was also arrested. 

Ho was not the only opposition 
candidate to- exploit the issue. of | 
Chinese language and education in the- 
1976 election. Shamsuddin Tung, one of 
those arrested in 1971, was another. He 
was re-arrested after his election defeat.. 
Yet Ho claims that his was *a perfectly 
reasonable opinion to voice on a matter - 
of justifiable public concern 4". cer- 
tainly not inflammatory." DEL. 


Ory “| while at the same time keeping 
, Ho does not need à passport to re- 
turn to Singap re. Contrary to th i 







Washington 'Concerned 


‘India’s legacy 


The latter-day successors of Hir 
philosopher Kautilya have scored an im 
. pressive triumph in the south. Having 
stoked the flames of separation in Sri 
Lanka and in the process brought i 
economy to its knees and wrecked its si 
cial fabric, India has established a cle: 
dominance over its southern neighbou 
































. domestic Tamil electorate content. 
Zap trary to the lie in | ‘the process any unwelcome influen 
his earlier letter [LETTERS, 10 Sept ],- 






| r [LETT l Sri Lanka by Pakistan, China or thi 
the government had already explained | hasalso been effectively excluded 
why he cannot be issued a passport. He | | The people who have suffered 1 
‘in this exercise are the Sri- 
Tamils. After having lost thousands 
young men in battle — the econc 
.| the north and east of Sri Lanka ar 

othe . | duced to subsistence level with 
The proposed deprivation of Ho's | schisms that will probably last ano 
UN | 2,000-years — the Sri Lankan Ta 


citizenship is perfect ly legal 
Charter contains nothing on have not realised a separate state, 
_| Cambridge, England Ko 


If Ho and Jeyaretnam seriously Cam 


.| When will Singapore Governmen 
| lic-relations officers like Chiu: 
| Leong stop shooting themselve 
"E foot? [LETTERS, 1 Oct.]. I am rea 
| bly apolitical with little knowledg 
Uu v TL. qo sr Vs Singapore. Until I read Chiu's lett 
If your correspondent in Japan is paying | I had never heard of Ho Juan Th 
USSS fora cup of coffee [LETTER FROM | have lived in Hongkong for four years 
KATAGAI, 8 Oct.] then he is getting. | and have watched bemused while Si 
something else with hiscoffee... ^ ^ .| pore defends its many quaint actio 
This resident, who works, lives and | against normal democratic behaviour 
drinks coffee in the pricier districts of | . If 1 am to believe what I read in 
Tokyo, pays half that. It's bad enough, |. letter, Chiu, public-relations officer 
withouthyperbole. — — ^ ^ . ' | the Ministry of Home Affairs, says hi 
Tokyo -= < * . . Christopher Malone |. department is depriving Ho of citize 
TUAM cd gee BMC | | ship exce Ho e d thé govern 
P en ramarice ment of ^killing Chinese education. 
Deplorable remarks This is described as an inflammatory 
As an American who spent several | statement. My, what a terrible crime 
years teaching in Singapore, I find | Why on earth Ho would want to regai 
Robert I. Ginsberg's remarks [LET- | citizenship in this society is an interest 
TERS, 17 Sept.] deplorable, and I would | ing question to ponder. cep 
like to assure your Singaporean readers | Hongkong ^A; S. Blair 
that many Americans do not share his | | S 


view of Piper as a place “not impor- Marriage lines 


tant enough to write about." Ginsberg | s i 
Murray Sayles’ Hungarian [TRAVE 
LER'S TALES, 3 Septi could do.m 
better.than bribing his way into 200 y 
of European history. Why not mai 
His notion of what is important | Aborigine end then claim Australi: 
linked only to dollars and cents. | ancestry going back 30,000 years 
ar to give much | Versoix, Switzerland R 




























fered him a one-way travel document, 
which he has refused. His further clai: 
to have been "prevented from returning © 
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As a buyer, dealer, planner, interior designer, cortractor or architect, you ar 


invited to visit the world's most significant trade fair for home and housa- 
hold textiles. At the heimtextil "88, 2,000 exhibitors from 45 countries will 
_be presenting their collections for the imaginative home. The broad spez- 








provide a solid basis for placing your orders. | 


- Welcome to the heimtexti! '88. Where vou can gain a complete overview of 
the international market. —— ; | 
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T* bull market for equities has come to an abrupt end. 





| of most of the major bourses, routing Asia's satellite mar- 

| kets in the process. The death of the bull may have been 
™ quick, but it was not painless. The Hongkong market sus- 
pended trading and Tokyo's Nikkei index plunged more 








ing casualty list from the current debacle. 
radi 


Cover illustration by Morgan Chua. 





Page 12 
- | Japanese Prime Minister Nakasone 
|. chooses Noboru Takeshita to suc- 
ceed him as ruling LDP president and 
hence prime minister. 


Page 14 
A: dispute over the promotion of :; 
teachers in Malaysia's Chinese-lan- 
| guage schools escalates to a moment 

of crisis for the multi-racial coalition 
meme 


| Thailand's military calis for political. 
| reform to achieve ‘total victory’ over . 
“| communism. Meanwhile, a former 
Vu ERU. noes (2005 SIX yours im jail. | 
“| eMe majesté. 


After huge rallies, South Korean op- 
position leader Kim Young Sam. 
stakes his claim to contest the presi- 
dency and appeals to rival Kim Dae 
Jung to give up any plan to stand. 


Page 46 
entered their 


| claimto their cultural autonomy. 


 Page5t 


—— 









. and the prospects for a brighter fu- | 
| ture. 





China imposes tight price and credit 
- restrictions as it struggles to bring its | 
overheated economy under control 
for the ee time in three years. 


Page 78 











onthe two main domestic airlines and | 


a bid to improve competition. 


Page 81 
indonesia fails to win a substantial in- 
-crease in its coffee export quota but 
plans to renew its demands at next 
year’s International Coffee Organisa- 
tion talks. 


Page 82 

Taiwan’s foreign-currency black mar- 
ket thrives despite the relaxation of 
exchange controls as speculators 
cash in on the rise of the NT dollar. 


Page 98 


A runaway rise in land prices in 1 Tokyo 





The indian peace-keeping force en- 
ters Jaffna town after heavy fighting, 
S]... but has still to capture the top leader- 
| | ship of the dominant separatist Tamil 
- į guerillas, the Liberation Tigers of 
M ion Eelam. economic growth and undermine so- 
cial stability. | 


| Page 112 
A Brunei court issues an arrest war- 









;hinese - : Communist | Party 
If for its 13th congress, 
confirm the re- 
ed nine years 














Two centuries after the ‘Whitefella’ : 
land, Australia's | 
Aborigines are still trying. — with as — 
many failures as successes — to lay 


remove constraints on new carriers in | 


; than 3,800 points in a single day. Official effort to re- 
=| vive markets was only mildly successful. Fund managers | 

are still scrambling to unload peripheral stocks and the ef- | 
fects are likely to reverberate for some months. Review correspondents | 


examine the future for the region 's stockmarkets and Specs one "pend: |o 
| Hongkong: A meltdown in confidence EMT Y. Es p. 
| Sri Lanka: Tigers in a comer 36 


| China: Forward to reform 


| FOCUS examines the shipping indus- - » 
 try's continuing financial problems _ 
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| 
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and other Japanese cities creates a.. 
political furore and threatens to limit | 
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j A decline which began in Wall Street in mid-October be- F'& 
j came a crash on 19 October and ricocheted around the | 
| globe the next day, wiping out more than 20% of the value 
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Record high UN vote on 
Cambodian resolution 


The UN General Assembly 
voted 117 to2: on its annual re- 
solution demanding Vietnam- 
ese troop withdrawal from 
Cambodia. The vote was a rec- 
ord high since the assembly 
coe debating the issue in 
1979 following the Vietnam in- 
vasion, despite the intensive 
Hanoi “peace campaign” and 
the confusion over Prince 
Norodom Sihanouk’s “leave” 
as head of the anti- Vietnamese 
Cambodian coalition. 

Before the 14 October vote, 
some Asean delegates were 
worried that they could lose 
votes for the first time in nine 
years. Vietnam had tried to 
persuade the assembly that it 
should un oe present 
or promised contacts between 
the opposing sides by adopting 
a hostile resolution. Mean- 
while, on 21 October Tass re- 


pee that Vietnam- 
acked Cambodian leader 
Heng  Samrin had said 


Sihanouk had agreed to hold 


ended with no judgment by the 
court on whether an indictment 
would be »rought. 

— Carl Goldstein 


Paxistar to adopt 
law to speed trials 
Pakistan’. lower house, the 
national assembly, has ap- 
roved a draft law providing 
or special courts to try cases 
involving violence, subversion 
and terrorism. The Special 
Courts fcr Speedy Trials Bill 
1987 was passed despite pro- 
tests from opposition MPs who 
claimed ‘he law would inter- 
fere with the judicial process 
and could be used against the 
government's political oppo- 
nents. Under the new law, the 
government can create special 
courts te expedite trials for 
crimes such as terrorism. The 
draft will become law after ap- 
proval by the Senate, domi- 
nated by the ruling Pakistan 
Muslim League. 


Husain Haqqani 


Singapcre 
. for army intrusion 


informal talks with leaders - 


of his government. 


Australia expels 
ler 

The Australian Government 
has expelled the son of a Hun- 
garian consular official in Syd- 
ney for trying to export sensi- 
tive US-made computer equip- 
ment to Eastern Europe in 
breach of the Coordinatin 

Committee for Miultilatera 
Export Controls guidelines. 
The attempt, via a dummy 
company in Singapore, was de- 
tected by the Australian Secu- 
rity Intelligence Organisation. 


ed Morello 


— Hamish McDonald 
Taiwan reporters appear 
in court over China trip 


The director of the Tai- 
wan newspaper Independence 
Evening Posi, Wu Feng-shan, 
and two reporters, Lee Yung- 
teh and Hsu Lu, appeared be- 
fore the Taipei District Ccurt 
on 19 October to answer ques- 
tions about the reporters’ un- 
authorised reporting trip to 
China last month. Wu told the 
court that, since the govern- 
ment has never relinquished its 
claim to the Chinese mainland, 
the newspaper should not 

bound by regulations govern- 
ing reporting assignments to 
' foreign countries. The hearing 


an 


Prime Mmister Lee Kuan Yew 
has  reierated Singapore's 
apology to the Malaysian Gov- 
ernment for the intrusion of 
four Singapore Armed Forces 
servicemen into a riverine area 
in Johor. at Malaysia's south- 
ern tip. semetime in July. Lee's 
assurances that the incident 
wculd net recur came in the 
wake of a protest from the 
outh wing of the United 
alays National Organisation 
in Kuale Lumpur on 15 Oc- 
tober, alleging that the intru- 
sicn was deliberate and one of 
severai samilar incidents. 

The iatrusion only recently 
came to light when a Malaysian 
intelligerce officer expressed 
concern ver the lack of secu- 
rity-consciousness among its 
citizens — villagers had only 
reported the intrusion days 
after the event. 

— Suhaini Aznam 


ogo no-confide i 
(Review, 22 Oct.), Banharn 
Silapaarcha is not Thai com- 
meree minister as stated. He is 
the com munications minister. 





| will the Hongkong 
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Cable and Wireless (Hong- 
kong) ( ) and Hong- 
kong Telephone (Telco) will 
join forces under the title 
Hongkong Telecommunica- 
tions early next year, with a 
public share offering expected 
to be worth about HK$10 bil- 
lion (US$1.28 billion) for 11% 
of the new company's shares. 
London-based Cable and 
Wireless plc, which at present 
owns about 80% of both com- 
panies, will sell 5.5% of its 
stake in the new company, as 
Govern- 
ment, which through the Ex- 
change Fund now owns about 
2196 of CWHK. This will bring 
the public's present 20% stake 
in Telco back up to 20% in the 
enlarged company. Formal de- 
tails of the merger were an- 
nounced on 20 October, fol- 
lowing rumours which led to a 
two-day suspension of Telco 
shares in late September 
(REVIEW, 8 Oct.). 

— Michael Westlake 


Foreigners to get more 
scats on TSE 
A sub-committee of the Tokyo 
Stock Exchange (TSE) has re- 
commended an increase in the 
number of member firms from 
93 to 114, which will mean the 
admission of 22 companies be- 
cause one local firm has with- 
drawn its membership. The 
resident of the TSE, Michio 
akeuchi, said more than half 
the new memberships will go to 
foreign firms, which will join 
the six that already have ex- 
change seats. Members will 
vote on the recommendation 
on 4 November. 

Meanwhile, the govern- 
ment is expected to announce 
that it will let foreign-securities 
houses participate in the flota- 
tion of its remaining 34.5% 
stake in national-flag carrier 


Japan Airlines. 
Nigel Holloway 


Food giant formed 

after court battle 

New Zealand-controlled Aus- 
tralasian food company, 
Goodman Fielder, and New 
Zealand food processor, Wat- 
tie Industries, have won ap- 
proval to merge from the Com- 
merce Commission, thus form- 
ing one of the biggest food 
groups in the southern hemi- 
sphere. The agreement follows 


a long battle before the com- 
mission, which began in 
November 1986, and an agree- 
ment by the two companies to 
reduce their flour and milling 
interests in New Zealand to 
less than 50%. — Colin James 


New Zealand Government 
sells steel stake 

The remaining 89% of New 
Zealand Steel held by the 


government is to be sold to 
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Equiticorp Holdin for 
N2$327 million (US$236.95 
million). According to Finance 
Minister Roger Douglas, this 
represents 44 NZ cents a share 


(compared with a trading price 
of 40 NZ cents on 19 October, 
the day before the stockmarket 
) — and overall about 
million above the price 


gov- 


colla 
NZ$ 
anticipated earlier by the 


ernments adviser. This is à 
heavy loss on the NZ$1.9 bil- 
lion the government invested 
in restructuring the ailing com- 
pany. The ernment | also 
plans to sell its 70% remaining 
holding :n its oil and gas com- 
pany, Fetrocorp, and some 
shares in Air New Zealand and 
merchant bank, the Develop- 
ment Finance Corp., both 
wholly owned. — Colin James 


India's central bank lifts 
reserve 

In a bid to curb monetary ex- 
pansion. the Reserve Bank of 
India (RBI, the central bank) 
has raised reserve require- 
ments on commercial-bank de- 
posits by half a percentage 
point, to a record 10%. The 
measure is designed to freeze 
Rs 5 billion  (USS384.61 
million) in Dank liquidity. 
The RBI reportedly favoured 
being even more restric- 
tive, but was dissuaded by 
the government's need to raise 
Rs 22 billion from the banking 
system in the remainder of the 
1987-88 financial year, ending 
March. Lincoln Kaye 
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| North Korea is expected to fail to 
_ make the payment of overdue interest 
: on its foreign debt in time to meet the 


. 23 October deadline for agreement on | 


rescheduling of its Dm 1.4 billion 
| (US$779.1 million) debt to European 
“banks. But given the now real 
possibility of moves in London to 
freeze Pyongyang’s gold and foreign- 
currency assets in the British capital, 
.( an agreement may be reached by mid- 
1 November. North Korea's Daesong 
Bank, representing Pyongyang, has 
been involved in lengthy talks in 
London with merchant bank Morgan 
Grenfell International and the ANZ 
| banking group, representing 120 
. lending banks which provided the 


loans in the 1970s. Pyongyang ceased 


-| interest payments — no principal has 











to pay, and the loans have been 





, and 1984. 





-f are looming for members of the 
Hongkong Futures Exchange, a _ 
situation isis to have d the 
..| primary reason for suspendin 
exp iun on the Stock EX of 

Hongkong for four days. Margins on 
. | long positions have largely been 
| Mi ape out, and if the Hang Seng Index 
__|_falls another 1,000 
.'| loss, based on 37,500 open positions, 
-is HK$1.85 billion (US$237.2 i 














FU d 
Queen Elisabeth II accepted the resigna- 

tion of the governor-general, Ratu Sir 

Penaia Ganilau (75 Oct.). Two ethnic In- 


dians joined the army-backed ruling council 
(19 Oct.). 


|: HONGKONG 

"p A protest by pig farmers against a waste 
| bill which they say would threaten their 
| livelihood turned. violent and the farmers 
surrounded Governor Sir David Wilson's car 

(14 Oct.). The governor arrived in Washing- 

1. ton for trade talks (77 Oct.). The sharemar- 
_. | ket suffered its biggest one-day fall ever as 


D . markets around the world crashed (79 Oct. ). ` 
- Trading was suspended on the stockmarket 
forfour x following the wave of panic sell-- 
Sew his | 6 Oct. 1 pA : 





ing (20 








ever been repaid — claiming inability | 


rescheduled three times, in 1977, 1980 EE: 


Losses running into billions of dollars - 


ints the incipient | 


' million). Members of the exchange are i 






ed Sikhism's three top. | SOL 
of a backlash in Am- |: 
(I90d) - 







now believed to be seeking enforced 
settlement at 19 October closing 
levels, leaving hedgers high and dry. 


“RALLYING NUMBERS... __ 
Dissident South Korean opposition 
leader Kim Dae Jung was not the only 
pon astonished by the ability of 
is rival, Kim Young Sam, to mobilise 
up to 1 million people at a campaign 
rally at his home of Pusan. Roh Tae 
Woo, the ruling Democratic Justice 
Party candidate for president, was so 
“shocked” by the 17 October Pusan _ 
crowds that he plans to try to mobilise 
at least half a million on 24 October 
for a rally at his hometown of Taegu. 


NAKASONE'S HAND 

| eed. Japanese Prime 
| Minister Yasuhiro 
| | Nakasone's — 
|. | decision to back 
ym | Noboru Takeshita 
D/ | inthe Liberal 
Democratic 
Parys(LDP) _ 
leadership contest 
may have been — 






m 








o0 A desire to prevent 
the holding of an election in which the 

445 members of the parliamentary 

LDP would have taken part. 

| Nakasone is believed to have feared 

| that his own faction would split if the 
leadership were put toa vote. The 

| Nakasone faction had no candidate of 

| its own but its members differed 

| widely on which of the other 


south of Jakarta killing about 102 people and 
injuring more than 300 (79 Oct.). 


Former . finance. minister Noboru 
Takeshita was chosen by the ruling Liberal 
Democratic Pary to succeed “Yasuhiro 
Nakasone as prime minister (79 Oct. ). 


MALAYSIA 


An army ranger who shot dead one man 
and injured two others in Kuala Lumpur's 





police said (79 Oct.). 


A powerful bomb exploded at the Manila 
Garden. Hotel (74 Oct.). Unidentified men 










a boycott of a national re- 
| new constitution. The 





closely related to | 


Chinatown surrendered to two generals, 





. believed to be communist assassins shot dead | 
~{ an army major in a Manila suburb (77 Oct.). |. 
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| Thai army commander Gen. en 
|. Chaovalit Yongchaiyut, currently on 
| atour of Britain, Belgium and the 
|. Soviet Union, made it clear tohis 


, departure that he did not want to 
` discuss arms procurement. Bowing t 
_ his wishes, the Belgian and British * 


| schedules planned visits to armame 
| factories and talks with arms T 
salesmen. ` 


| FORCED MAJEURE 

. BT, Citicorp, Jardine Fleming, | 
| Standard Chartered and Paribas, 
underwriters to the HK$3 billion 
| (US$384.6 million) rights issue — . 
_ planned for Hongkong entreprenet 
. Joseph Lau's Chinese Estates, may 
| invoke a force majeure clause in the 
| agreements to support the issue, — 
| citing the inordinate change in _ 

| market conditions. A HK$10 billio: 
| rights issue by Li Ka-shing's Cheu 
| Kong group has gone beyond the 
„point of force majeure, but Li is- 
| expected voluntarily to withdraw o: 
| postpone the issue. aa 


| agreed to a ceasefire after a seven-day Indian 
. army siege, but India said it would not halt 
its siege until the Tigers surrendered all 
"weapons (16 Oct.). The rebel stronghold of 


“they closed in for a final assault (77 Oct.). In- 


, centre of Jaffna (79 Oct. Je 





candidates they should back.  .. 

Takeshita’s strategy, basedon the — 
assumption that he would winan * — 
election onthe strength of his faction" 
numerical superiority, was modified 
after a 15 October private meeting 
between Takeshita and Nakasone at 
which both agreed to a compromise 
over the election issue. C 
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host governments before his 


















governments accordingly cut from hi 

















































sentences of five police officers -con 
victed on charges of torturing a university 
student to death in January, it was reported | 









(19 Oct.). E 
SRI LANKA e 


Indian troops launched a major offensiv 
against Tamil militants in Jaffna (20 Oct. 
The Tamil Tigers were reported to have 
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Jaffna was blacked out by Indian troops as. 




















dian troops captured the Tigers" headquar. 
ters in Jaffna (78 Oct.). Indian troops burst 
through rebel defences and seized the tow 
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By C Charles Smith in Tokyo 


"whe contest to succeed outgoing 
E Prime Minister Yasuhiro Nakasone 
as president of rd n's ruling Liberal 
Democratic Party (LDP) ended early 20 
October — nine hours ahead of dead- 
line — when Nakasone picked 63-year- 
old Noboru Takeshita as the new party 
leader in response to.a unanimous re- 
: m for mediation by the three leader- 
hip candidates. 

- By nominating Takeshitz, Nakasone 
effect chose the easy way of settling 
€ succession question. As boss of the 
rgest LDP faction, the 114-member 
" ‘akeshita was the obvious 
ght candidate for the top job 


































of the party. 
oe Takeshita rather than 





nave eee the debt he | per- 
owes to the Keiseikai members 
ped put him in office in 1982. 
i” was then nowa as the 


r ial "revolt Sx the intucadal Susak 
faction before being re-elected as party 
leader in 1984.) However, a lack of op- 
position from inside the LDP. to 


favourite to win if the issue had 
put to the vote by parliamentary . 


Takeshita c oa to cope with 
Vig office on 7 November nan 


Takeshita’s leadership may not com- 


pensate for the problems he is likely to 
face on other fronts. 
A major handicap for the new 
cabinet ts likely to be Nakasone's con- 
tinuing popularity here and abread, 
and the difficulty. this will create in 
convincing the public that the LDP- 
ordainec leadership change was neces- 
sa 
EA veteran political analyst who acted 
as policy adviser to Abe in the months 
preceding the leadership contest 
claimed to the REVIEW that Takeshita 
would probably have to “defer” to 
Nakasore by seeking advice from him at 
least on foreign-policy issues during the 
first year of his premiership. Even if he 
consents to do this, Takeshita is like- 
ly to look like a poor substitute for 
Nakasore in. international gatherings, 
where a willingness to speak out on con- 
troversial issues is now expectec of 
Japan's leaders. 
On the domestic front, Nakasone’s 
influence seems likely to be felt during 
the selection of the new cabinet, with 
the Nakasone faction getting a relative- 
ly large share of posts in proportion | 





| to its size. In picking Takeshita as the 
new leader, Nakasone was also said to 
have insisted that major posts should go 


to his two rivals in the party leadership 
race. The post of LDP secretary-gen- 
eral, currently held by Takeshita. kim- 
self, seems likely to go to Abe, with 
Miyazawa being appointed deputy 
prime minister, 

Aside from the shadow cast by | 
Nakasone, Takeshita's major domestic 
problem may be to convince bureau- 
crats and business leaders that he is 





| 
d 





| Takeshita as something | 
should aim to tackle over a period of 18 


likely to be more than a transitional fig- 
ure. The LDP's sensational election vic- 
tory in the summer of 1986, when it won 
304 out of 512 seats in the lower house of 
parliament, has created a situation in 
which the party can hardly fail to lose 
seats next time it goes to the polls — in 
all probability in the summer of 1989, 
when a "double election" will be fought 
for both houses of parliament. 
Takeshita's position as the party 
leader responsible for this setback could 
make it almost impossible for him to 
seek re-election to a second term after. 
his first expires in October 1989, politi- 
cal pundits appear to believe. This is. 
despite the fact that even Nakasone 


would probably have been unable to |. 


pull off twice running the coup that he 
achieved in 1986. | 

The unfortunate circumstances sur- 
rounding Takeshita's access 
leadership mean, in the view of some |. 





of his own close supporters, that the | ~ 
new cabinet ought to adopt a "single- |. > 
strategy during its first two | 


issue" 
years in office — going all out to pu 
through a single major reform even i 


this means stirring controversy that ulti- - | e 
mately forces the prime minister's re- 


signation. 


azuo Aichi, a lower house member 

who helped to formulate Takeshita's. 
policy platform, said the modelforsuch | 
a strategy could be the 1959-60 
Nobusuke Kishi cabinet, which re- 
signed in the midst of a major political 
storm after forcing through parliament 
a revised version of the US-Japan Secu- 
rity Agreement but which is now seen as 
having played a pivotal role in post-war 
politics. Takeshita's single issue, Aichi 
said, should be to enact the sweeping re- 
form of Japan's tax system — probably 
including the introduction of a contro- 
versial general-sales tax — that eluded 
Nakasone earlier this year. 

Takeshita himself made clear in in- 
terviews before and dunng the LDP 
leadership campaign that he sees tax re- 
form as one of the major tasks left un- 
finished by the Nakasone administra- 
tion and that a new tax package must in- 
clude a new indirect tax. However, the. 
tax issue appears to be seen by 

ing the new cabinet 





months to two years in contrast with the 


| urgent short-term need to do something — p 
| about spiralling land prices. Jd 
In an interview with the daily Sankei | | 


Shimbun on 8 October, Takeshitasaid | 












the new cabinet might find it necessary to 
"limit private rights to land" as one of a 
number of measures to stem price in- 
creases — even though Article 29 of 
Japan's Constitution states that the 
right of private individuals to own land 
must not be infringed upon. 

Less controversial than restricting 
land ownership, but also likely to cause 
trouble with conservative local au- 
thorities such as Tokyo's metropolitan 
government, is a proposal made by 
Takeshita in the same interview to set 
minimum heights for buildings in cen- 
tral Tokyo, thereby forcing property 
owners to make better use of land. 

Takeshita's record as the minister of 
finance who presided over a policy of 
extreme fiscal austerity during the first 
three-and-a-half years of the Nakasone 
administration ought to mean that he 
will take a more cautious approach to 
the economy than either of his two rivals 
for the party leadership are known to 
favour. Oddly enough, recent state- 
ments by Takeshita's own staff paint a 
very different picture. Aichi said 
Takeshita "faithfully" cooperated with 
the Nakasone cabinet's desire to cut 
back on public spending at the cost of 
limiting domestic growth, but is now in 
favour of making a much more vigorous 
effort to expand the economy. 

The change of view reflects the "dif- 
ferent international circumstances sur- 
rounding Japan," Aichi suggested, 
though other observers have argued 
that Takeshita may simply have kept his 
views to himself during the Nakasone 
era, in keeping with his reputation as à 
good team player rather than a 
policymaker. 

The record-breaking fall in stock 
prices which greeted Takeshita's nomi- 
nation seems unlikely to affect his think- 
ing on the basic direction in which the 
economy should be heading. But the 
share-price fall could mean that the new 
cabinet has more urgent matters to deal 
with during its first few months in office 
than IAE plans for a more expan- 
sionary fiscal policy. 

A major headache may be how to 
cope with the market's inability to ab- 
sorb a *5 trillion (US$35.1 billion) 
Nippon Telegraph and Telephone 
Corp. share issue which the Finance 
Ministry had been counting on for next 
year's public-works' budget. 

Takeshita's policy statements in the 
weeks running up to the LDP election 
contest left little doubt that he sees 
domestic policy issues as taking prece- 
dence over diplomacy, if only because 
many of the actions demanded from 
Japan by other countries boil down to 
"getting things done" within the coun- 
try. This does not alter the fact that he 
apparently appreciates the need for 
Japan to recognise its status as a creditor 
nation by playing a more active role in 
the world economy. 

The policy platform, published by 
Takeshita on the eve of the LDP elec- 
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tion campaign, stresses the need for 
Japan to reduce its external surpluses — 
if necessary, by emergency moves to 
boost imports, but preferably by longer- 
term measures such as "providing over- 
seas countries" with more information 
about the preferences of Japanese con- 
sumers. 


t a more basic level, Takeshita ap- 


pears to have tried to project on a | 


global scale his furusato, or homeland, 
concept — an idea stemming from his up- 
bringing in a rural part of western Japan, 
of which the focus is regional develop- 
ment and a move away from the domi- 
nation of economic life by big cities. 

The section of the platform devoted 
to foreign relations says a Takeshita 
cabinet will try to *encourage grassroots 
diplomacy, assisting local citizens to 
promote direct exchanges with foreign 
countries." The inspiration for this pass- 
age apparently comes from Takeshita's 
belief in the value, within Japan's own 
political system, of building small-scale 
"sectoral organisations" as the basis for 
national political power. 

Takeshita's published policy plat- 
form adopts a markedly cautious line on 
defence spending but highlights the 
need for a broad-based system of econo- 
mic security which stresses aid to de- 
veloping nations as a way of contribut- 
ing to global stability. Details of a Ta- 
keshita plan to work for more technical 


A new elder 
statesman 


olitical sts may continue to 

differ on whether 69-year-old 
Prime Minister Yasuhiro Nakasone 
has been one of Japan's pen men 
war leaders, but there seems no doubt 
that Nakasone has patented a politi- 
cal style which his successors will find 
hard to imitate. 


The essence of Nakasone's ap- ed 


proach — addressing the electorate 
directly on important issues rather 
than adopting the low-profile com- 
mittee approach — probably explains 
why his ratings have continued to rise 
during his final months in office in- 
stead of colla the floor 
like those of most of his predecessors. 
Nakasone appeared to have suf- 
fered a catastrophic loss of i 
in March 1987 when his attempt to 
ram a controversial indirect sales tax 
through parliament caused rebellion 
within the ranks of the ruling Liberal 
Democratic Party (LDP) and out- 
raged a large part of the business com- 
munity. Since abandoning the sales 
tax idea, however, his support ratings 
have begun climbing back to the very 
high levels achieved in the first two 


and economic cooperation within the 
Pacific region receive not much more 
than a hint in a section of the document 
dealing with regional relations. But 
aides say that he may use the “Asean 
summit meeting in December — if it is 
held to try out his thinking on Southeast 
Asian leaders. 

On a personal level, Takeshita 
clearly lacks Nakasone's flair for de- 
veloping contacts with foreign heads of 
government as well as the outgoing 
prime minister's ability to speak in à 
variety of foreign languages, including 
English. Takeshita's. staff claim that 
these disadvantages will be balanced in 
time by the perception that he is a man 
who delivers on his promises and who 
prefers to be modest about his achieve- 
ments — an apparent dig at the flam- 
boyant and charismatic Nakasone. 

What they — 
and perhaps even 


Nakasone himself 
ma have  over- 
looked — is that 


Japan now needs 
a leader who is 
seen to get things 
done, not one 
who merely works 
quietly behind the 
scenes to achieve 
a traditional Japan- 
ese-style —. consen- 
sus. Oo 


years of his premier- 


poll conducted 
b the daily Yomiuri 
Shimbun in March, 
just before Naka- 
sone abandoned the 
sales tax bill, found that 60.1% 
of those questioned wanted him to 
resign while only 26.1% support- 
ed his policies. By mid-Septem- 
ber Nakasone e a 45% sup- 
port ratio, with 37% still oppos- 


The Nakasone cabinet's high levels 


of support have been 
matched by two previous -war 
rime ministers, but in case 
the leader concerned to 


hang on to his high ratings until the 
end of his term. 

Political analysts say Nakasone’s 
strong showing in the polls means he 
will be unable to ays pole aaa 
major role in Japanese politics after 
his retirement in early November. 
But the chances of his returning as 
prime minister seem minimal given 
the power-sharing em under 


which major LDP factions tradition- 
ally take turns to hold the job. In 
whatever capacity he chooses, Naka- 
sone looks ike proving a headache 
— Charles Smith 


for his successors. 
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The language of politics 


MCA comes close to crisis with Umno over Chinese teachers 


By Suhaini Aznam in Kuala Lumpur 


n seemingly innocuous promotion 
of more than 100 noa-Mandarin 
trained Chinese school teachers began 
as an administrative hiccup but in twc 
weeks has escalated into an emctive 
issue putting considerable strain on the 


Solidarity of the multi-racial ruling Na- 


tional Front coalition. 

For the third time in the past year. 
the dominant United Malays Nationa’ 
Organisation (Umno) demanded the 
resignation of Labour Minister Datuk 
Lee Kim Sai from cabinet. Lee is deputy 
president of the Malaysian Chinese As- 
sociation (MCA) and Umno's demand 
was, in the MCA's eyes, clearly con 
frontational. 

According to MCA president Datuk 
Ling Liong Sik, well before the issue 
reached crisis proportions, the school 
promotions went against a "solemn 
promise" in the National Front 1986 
general election manifesto, which 
specified that Chinese and Tamil 
schools woulc continue to exist in their 
present character. 

Umno did not see it that way. They 
saw the MCA’s decision to join forces 
with the oppcsition Democratic Action 
Party (DAP) and 15 Chinese associa- 
tions over the issue as a breach of Na- 
tional Front discipline. Assuring the au- 
dience that the MCA “would not sell off 
Chinese rights," Lee had sat beside 
DAP secretary-general Lim Kit Siang 
addressing a 2,000-strong Chinese edu- 
cation meeting at the Thean Hou Tem- 
ple here on 11 October, threatening a 
Chinese school boycott in four west 


coast states from 15-17 October if 


the Education Ministry did not with- 
draw the ipei by 14 @ctober. T» 
Umno, this was unacceptable. “You 
cannot play both within and outside 


14 


the National Front," said one Umno 
leader. 

Apar: from the clarity of those two 
conflicting stands, the rest of the events 
— leading to an Umno Youth demon- 
stration by several thousand Malays at a 
Kuala Lumpur stadium on 17 October, 
and an 8,000-strong Umno “civics 
course” with Malay unity as the theme 
the following day — moved almost im- 
perceptidly but inexorably towards a 
moment of crisis. In the excitement, the 
spark that had ignited such racial *ury 
was all but forgotten. 

The Education Ministry's promotion 
of 100-plus Chinese teachers as senior 
assistants in several Chinese primary 
schools, an administrative post equiva- 
lent to that of deputy head, surfaced in 
late September. The problem was that 
these teachers were not Chinese-edu- 
cated and the vigilant Chinese educa- 
tion lobby felt that “they would affect 
the character of the Chinese schools." 
As senior assistants, they would be re- 
quired to write up minutes of parent- 
teacher meetings, school reports and 
double up as relief teachers in the ab- 
sence of a regular teacher. Without 
being schooled in Mandarin, they would 
not be able to properly function, 
claimed the Dong Jiao Zong, the 
Chinese education lobby comprising the 
United Chinese School Committees’ 
Association of Malaysia and the United 
Chinese School Teachers’ Association 
of Malaysia. 

But these teachers were promoted 
because there were insufficient qual- 
ified applicants to fill the vacancies, 
even after advertising twice for suitable 
candidates, explained Deputy Educa- 
tion Minister Woon See Chin, an MCA 
vice-president caught between lovalty 





to his ministry and his party. Woon of- 
fered to resign as deputy minister if the 
problem was not resolved. 

Looking further to the future, the 
veni Jiao Zong also expressed fears 
that having paved the way by waiving 
the language requirement, the ministry 
could one day appoint Malays or In- 
dians to administer Chinese schools. 
Their fears are all the greater because of 
a controversial clause in the Education 
Act, 1961, which gives the education 


| minister powers to convert national- 


type primary schools, where the 
medium of instruction is Mandarin or 
Tamil, into national primary schools, 
where the medium of instruction is Ba- 


| hasa Malaysia, the national language. 


Chinese education is a matter of 
pride here. Some 86% of Malaysian 
Chinese parents send their children to 
the country's 1,290 Chinese primary 
schools — 432 of them fully funded by 
the government, the rest government- 
subsidised — to learn their “mother 
tongue" — a reference to Mandarin, 
though the majority of Malaysian 
Chinese actually speak Hokkien, Can- 
tonese or other dialects. Total enrol- 
ment today stands a: 583,200. 

But upon reaching secondary school 
age, about 90% of these children switch 
to regular national secondary schools 
where the medium of instruction is Ba- 
hasa Malaysia, so they can be absorbed 
into the mainstream educational struc- 
ture of three government examinations 
leading up to university entrance. The 
rest either go on to "independent" 
Chinese secondary schools or drop 
out. 


qos term "mother tongue" itself is 
something of a red flag to some 
Malays who believe that mother tongue 
should be that of one's land of birth and 
citizenship — here, Bahasa Malaysia. 
The difference in approach is part of the 
debate over the formula for national 
viens — integration vs assimilation. 
Most Chinese and Indians want Malay- 
sian culture to be a sum of all its ethnic 
parts, while the majority Malay po- 
sition favours an absorption of the Chin- 
ese and Indian elements, the whole to be 
based on Malay culture and language. 

Many of these conflicts have sur- 
faced in schools. Four other disputes in- 
bite the Education Ministry of late 
were the recent university electives con- 
troversy; a row about non-Muslim stu- 
dents having to take an Islamic-styled 
pledge in Malacca schools; fuss over 
non-Muslim graduates having to wear 
the Muslim caps at the Universiti Tek- 
nologi Malaysia’s convocation, and the 
call by Umno Youth urging the govern- 
ment to withdraw aid to the predomin- 
antly Chinese Tunku Abdul Rahman 
College. 

To the Chinese, each of these issues 
symbolised an attempt to edge closer to- 
wards the national language policy, of 

Continued on page 21 $ 
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Seven classic designs of the Twenties. Ours is 


the one that writes. 


It is hard to believe these items are sixty or more years old. There is a 
startling modernity about them all. 

Some, like the Eileen Grey table, the Bauhaus lamp and the Le Corbusier 
chair, remain in production today. While others like the Rolex watch. the Leica 
camera and the Cassandre poster are the preserve of affluent collectors. 

Until recently our pen, the Parker Duofold, was one of this latter group. But 
no more. Our approaching centenary has provided us with a welcome excuse to 
recreate this favourite 1927 design. 

Outside, the new Parker Duofold Centennial is barely distinguishable from 
its predecessor. 

We make the cap and barrel in the same laborious way: not by moulding 
them "en masse; but by machining each one from a solid block. 

Inside however. much progress has been made. The ink is now housed in a 
robust transparent tube that will not leak like its perishirg rubber forebear. And the 
ink flow system is, we believe, the most advanced and most efficient available. 

Unwanted changes perhaps, to the purist who collects classic pens. 


But welcome improvements to the realist who wishes to write with one. 
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As corporations have expanded 
bere their operations globally, the greater the range 


= and complexity of their financial needs have 





become. 

So much so that only 
a handful of financial institutions 
can now offer anything like the full 
range of services that are required. 

Fewer still are able to deliver those 
services through a financial services network 
that encompasses the globe. 

Thats why many of the 
| world's leading corporations and 


| institutions have turned to Chase. 





— = Because Chase is at. 
Ronis in almost every country where they do 
i5;,,Dusiness. 


This means we are uniquely placed 





to handle their cash flows and to assist them not 


— only in every major Asian market, but in every 





major market around the world. 

D. But just as important 

E as the depth and range of our 

BÉ Services is the way in which Chase 
delivers them. 

In particular, there will always be 

times when a finance problem is beyond the 

: scope of a commercial bank. 

| And a purely investment banking 
approach may not be appropriate either. 


But its Chase's unusually close- 































knit combination of both comr ria 
investment banking expertise that c llov 
deliver the most appropriate financia s lu 
the one that's right for you. 
We also offer either directly s o : 
through wholly-owned subsidiaries, all man ne 
of supporting financial services. -. 
From foreign exchange, fund 9 
management, market making, securities 
underwriting and trading to information serv 
delivered through Chase's advanced data. : 
networks. | : 
We can work with you on m: 
and acquisitions, equity underwriting an : 
placement as well as advise on other c I 
corporate finance issues, or on the packag 
finance for even the largest scale projects. 
And we can give you advice . 
assistance on how best to hedge and ma 
your financial risks, or to obtain the maxi 
returns on your investable surpluses. x 
Chase's total global banking. 
capability integrates size, international ne! 
and highly specialised industry knowledge witl 
the broadest range of commercial and 
investment banking products. 


Its what sets us apart from othe 
major financial institutions. | 
And it certainly simplifies your 
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which Education Minister Anwar Ib- 
rahim is a vocal proponent. Other 
Umno members have privately argued 
that Malays have been too generous, 
too long. They have not forgotten 
Chinese demands for a Chinese-lan- 
guage university from 1978-82, even if 
the Chinese themselves have dropped 
it. 

As a stand-off seemed imminent, 
each party told its version of the story. 
“The Chinese are asking only for the 
status quo,” said MCA Youth chief 
Datuk Yap Pian Hon. “We are not out 
to hurt the feelings of the Malays or be- 
little the national language.” 

“It’s as though someone stepped on 
Chinese toes and when we bring atten- 
tion to the fact that my toe is being step- 
ped on and say ‘take your toe away,’ 
they reply ‘you're threatening me’,” 
said MCA deputy secretary-general 
Chua Jui Meng. Puzzled at the Umno 
Youth’s reactions over an issue which 
outwardly involved Chinese 
teachers in Chinese schools, 
MCA leaders invariably felt 
that the popi could have 
been rectified by an administra- 
tive directive, had there been 
that “political will” — an obvi- 
ous criticism of Anwar. 

Meanwhile, Penang sources 
said Anwar had in fact given 
an assurance to Chinese edu- 
cationists in Penang that he 
would resolve the problem but 
had later been pressured by 
Umno delegations not to do so. 

Anwar himself was not avail- 
able to confirm this, having left 
for Saudi Arabia on the eve of 
the Thean Hou Temple gather- 
ing — after expressing his sur- 
prise at the MCA’s continuing 


2 certi after his several ex- po 
planations — and was abroad DES 
when the issue escalated. 


Non-Chinese-educated teach- 
ers would routinely continue to 
be promoted “with more care and con- 
sideration," Anwar is reported to have 
said before he left. "The problem will be 


they had wanted all along, sentiments 
apparently shared by the Dong Jiao 

ong. An exception was Penang, where 
Chinese educationists voted to go 
through with the boycott and 20,000 stu- 
dents stayed away from classes for two 
days. The DAP, which had opposed the 
lifting of the boycott, pulled out of any 
joint action on 16 October. 

In supporting the Dong Jiao Zong, 
the MCA took the risk of compromising 
its position in the coalition — given that 
Mahathir had often warned on previous 
occasions that National Front compo- 
nent parties should use the “proper 
channels,” such as cabinet, to air their 
grievances and should not be airing 
them in public. 

Defending itself, the MCA — which 
suffered humiliating loses of Chinese 
votes to the DAP in the last general 
election — said that it was merely 
adhering to an old pledge that it would 
“sink or swim with the Chinese primary 
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Chinese temple meeting: 





schools.” The Chinese education lobby 
has tremendous influence come election 
time. Unintentionally, this issue has 


resolved but I will not accept any form | brought the MCA and lobbyists closer 


of threat,” he said. 

In the event, a big step towards resol- 
ving the issue was taken when Deputy 
Prime Minister Ghafar Baba, acting for 
Prime Minister Datuk Seri Mahathir 


than they have been for a long time, 
conceded Chua. 


B: that “unity of purpose,” had its 
price. Umno Youth acting chief 


Mohamad who was also abroad, chaired | Datuk Seri Najib Tun Razak refused to 


the weekly cabinet meeting on 14 Oc- 
tober and set up a five-man committee 
to find a solution. The committee, 
headed by Anwar with leaders from the 
MCA and other component parties as 
members, in effect, removes the Educa- 
tion Ministry's hitherto sole authorit 
over the problem. No specifics were of- 
fered but Woon had earlier given an as- 
surance that the matter would be ironed 
out by the end of the year. 

The MCA called off the school 
boycott that same evening and its lead- 
ers explained that an assurance was all 
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call off its giant rally, initially to protest 
against the boycott threat, despite 

CA's urgings to respect the cabinet 
decision. “The damage has been done, 
it’s a matter of attitude," said Najib. 
"The rally will release tension and hope- 
fully things will get better after that," 
a local newspaper quoted him as say- 
ing. 

aid tension there certainly was on 
17 October, though perhaps more out- 
side the open-air stadium than within. 
Police road blocks checked all vehicles 
coming into town that day and the 


streets were unusually deserted soon 
after offices closed that Saturday after- 
noon. In the stadium itself, thunder, 
lightning and torrential monsoon rains 
drenched the singing, cheering, jeering 
crowd who stood their ground with the 
cry “Pemuda tahan lasak!” (Youths are 
tough!) 
y now, Umno Youth also wanted 
Lee expelled from the cabinet and the 
MCA from the coalition. Umno Youth 
considers Lee an "extremist," a com- 
plaint dating back to Lee's "pribumi 
uestion" last year when he claimed 
that all three major races in Malaysia 
originated elsewhere and therefore no 
one race has greater claim to being indi- 
genous than the others. 

Cynics have linked the rally to the 
Umno Youth elections next year, in 
which Najib is a prime contender. Hav- 
ing emerged from a bitterly divisive 
elections six months ago and faced With 
a court battle over the validity of its out- 
come, Umno also needs a unify- 
ing cause. 

But the schools issue also re- 
flected the extent to which 
ethnic relations have deterior- 
ated in recent years. Each race 
appears to think that every 
small concession will be seen by 
the other as a sign of weakness, 
and worse, will trigger more de- 
mands, leading to further con- 
cessions. In this case, “Mala 
dignity must be preserved, 

roclaimed a banner at the 
mno Youth rally. 

If the assertions of Malay 
dominance, the cries of "Long 
live Malays" and "Allah is 
great" were meant to frighten 
non-Malays, that aim seems to 
have been realised. But fear is a 
double-edged sword and 
Malays were not exempt. The 
town was so much on edge that 
when a gunman with an M-16 
opened fire on three people, 
killing one and injuring two on the 
night of 18 October, residents hur- 
riedly stocked up on food the next day 
for fear of race riots, while some busi- 
nesses closed early — or in some cases, 
for the whole o. Urging calm, police 
pon assured the public that the iso- 
ated incident had no racial overtones and 
Deputy Home Minister Datuk Megat 
Junid Megat Ayub specially briefed 
parliament on the details. The gun- 
man, a soldier, surrendered by even- 
ing. 

But the point was clear. *We moved 
to the edge of a precipice last week," 
said a university lecturer wryly. Kuala 
Lumpur residents still remember the 
1969 race riots — a traumatic experi- 
ence which has perhaps contributed 
much to today's racial resilience. 
Certainly no one has shown any in- 
clination take up some of the 

liticians” more provocative chal- 
enge. : o 





By Paisal Sricharatchanya in Bangkok 


peis the past two years, the Tha: 
bé army leadership has periodically 
harped on about the need to mount 2 
‘national political offensive" to, wir 
total victory over communism. The 
message was trumpeted once again at & 
top-level meeting of military and civil- 
ian officials on 14 October, but this 
time the army also formally called for 
changes to the constitution. 

_.. The call for reforms was made at the 
annual meeting of the army-affiliatec 
Internal Security Operatior Command 
(ISOC) reviewing the government's 
anti-communist political and military 
operations of the past year. Chaired by 
rime Minister Prem Tinsulanond in his 
pacity as ISOC director, the meet- 
g was attended by more than 600 
gh-ranking officials, including. min- 
fers, provincial governors and those 
om the civil service, police and mili- 


The military's call for politica: 
hanges is not new. Army commander 
en. Chaovait Yongchaiyut has sev- 
‘al times broached the need to change 
constitution and legislation such as 
ie election law. The changes, he has ar- 
sed, are necessary to bring about a 
ombination of extended personal lib- 
'ty and mass athe uer which is & 
tral theme of the politics-leading- 
itary strategy of the 1980 prime 
nisterial order No. 66/23. The order 
‘as. seen as the key to politically outwit- 
g the banned Communist Party of 
hailand (CPT). 
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army's proposal, analysts believe :t is 
significant because it is the first such call 
since the ISOC was restructured this 
year to become effectively the country's 
top body to formulate and initiate politi- 
cal, economic and social policy reforms 
aimed at ensuring national security 
(REVIEW, 5 Mar.). 

Few analysts doubt the army leader- 
ship's determination to push for 
changes, but they see the most recent 
call as a trial balloon to test public opin- 
ion. At a press conference on the day of 
the IS meeting, newly appoirted 
army  chief-of-staff Gen. Charuey 
Wongsavant said: “The country at pre- 
sent has the form of a democratic sys- 
tem but the substance is incomplete. 
We therefore need to alter the rules 
and regulations. These should cover 
amendments to important laws such 
as the Constitution and the Election 
Act." 

Charuey did not elaborate on how or 
when the amendments should be made. 
The proposals were played down in the 
local press, and the response of politi- 
cians was muted. 

The government's amnesty pro- 
gramme for the CPT — part of the 66/23 
order — spurred massive defections, 
and the CPT now is no longer a militar 
threat to security. The latest ISO 
review estimated the current nation- 
wide strength of armed communist 

uerillas at about 500, broken down into 
ands of 200, 150, 100 and 50 in the 
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southern, northern, northeastern and 

central regions respectively. These 

bands are said to consciously avoid en- 

gagement with government patrols, and 

many are reported'y engaged in ban- 
itry. 

But echoing last year's ISOC meet- 
ing, the army claimed the political strug- 
gle against the CPT is far from over. 
"We managed to end the communists' 
revolutionary war two years after the in- 
troduction of the 66/23 order. But the 
government's Wings offensive against 
communism these past five years has 
not been sufficientlv successful. There- 
fore, it is vital that we step up the offen- 
sive on a national scale as otherwise, 
total victory over communism cannot be 
achieved," stated Charuey. 

Following from :his analvsis, it was 
no surprise that Prem's directives for 
the 1988  anti-ccmmunist— strategy 
were almost identical to those of last 
year. 

All the military, police and civilian 
units were told to "promote demo- 
cracy" by strengthening various political 
organisations, both at the national and 
provincial levels, in an apparent refer- 
ence to the plethora of security-related 
grassroot organisations that are directly 
or indirectly affiliated with ISOC. And 
officials were once again exhorted to 
eradicate various politically and socially 
unjust conditions “in order to prevent 
the reversal to a revolutionary-war situ- 
ation.” 

The 66/23 edict legitimised the mili- 
tary’s role as not only a protector but 
also a builder of Thai democracy. The 
army leadership says it wants to set up a 
“perfect democracy," arguing that this 
would be the most effective way to neu- 
tralise communism, but the absence of 
detailed reform proposals indicates that 
the army itself may not be entirely clear 
over the next course of action. 
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SOUTH KOREA 


Kim Young Sam campaigning; Kim Dae Jung burns 






Opposition brinkmanship 


Kim Young Sam stakes claim to presidential candidacy 


By Shim Jae Hoon in Pusan 


"es largest political rally in South 
Korea's recent memory, held in the 
key southeastern port city of Pusan, 
may offer a breakthrough in the impasse 
involving the two opposition presiden- 
tial hopefuls, Kim Dae Jung and Kim 
Young Sam. 

By mobilising a huge crowd vari- 
ously estimated at between 700,000 and 
l million in this city of 3.5 million peo- 
pe. Kim Young Sam has strengthened 

is bid to push aside rival Kim Dae Jung 
to become the sole opposition candidate 
in the presidential election scheduled 
for late December. 

For the Pusan-born president of the 
opposition Reunification Democratic 
Party (RDP), Kim Young Sam's success 
in his home town on 17 October was view- 
ed as crucial — he has been seen as the 
weaker of the two Kims. The mobilising 
of nearly a million people on his side in 
the country’s second-biggest city — cap- 
able of delivering 8.5% of the national 
vote — has undermined Kim Dae Jung’s 
claim to be the only figure in the opposi- 
tion camp able to command enough 
charisma and appeal to beat the ruling 
party candidate Roh Tae Woo. So far, 
their continuing rivalry has threatened 
to split the opposition vote to Roh's ad- 
vantage. 

Now, the unexpectedly large turnout 
for Kim Young Sam in Pusan will enable 
him to put fresh pressure on his rival to 
concede defeat and accept a single can- 
didacy. “What this turnout shows is that 
people want stable changes, an end to a 
military rule, an end to the regional 
rivalry, and they want Kim Young Sam, 
not Kim Dae Jung, to do this [job]," 
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a senior aide, elated by the size 
of the crowd, told the REVIEW. 
xn today is going to awaken 
Kim Dae Jung from dreaming of be- 
coming the opposition candidate,” 
said Kim Tae Ryong, the official RDP 
spokesman and a critic of the dissident 
igure. 

For the moment, however, Kim Dae 
Jung has no intention of standing down, 
nor to officially declare his candidacy 
until the end of October, according to 
aides. He wants to have a better idea of 
his appart in the Kyongsang region be- 
fore finally disclosing his plan. 

That might be a well-advised move, 
for his rival’s show of force here has 
demonstrated a dangerous degree of re- 
gional animosity gripping South Korean 
politics. While thé RDP president drew 
people from all over Kyongsang, there 
was no discernible presence from Kim 
Dae Jung's Cholla region at the rally, 
with the possible exception of his own 
aides who were checking the size of 
crowds. 

By contrast, local party leaders as 
well as many in the crowd reacted with 
criticism and suspicion to any mention 
of Kim Dae Jung's name. Pae Yong 
Ung. who teaches English here, com- 
mented: “Kim Dae Jung has been tour- 
ing the country as if he is the candidate 
already, while Kim Young Sam has 
waited patiently to reach a compromise 
on fa] single candidacy.” 

e rally also indicated the strong 
organising ability of Kim Young Sam; 
people had come from the cities of 
Taegu, Ulsan, Kyongju, Chinju, 
Pohang and even central parts of South 
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and North Chungchong, in hundreds of 
party-provided buses. The Pusan rally 
was clearly aimed at intimidating Kim 
Dae Jung into giving up his bid to be- 
come the opposition candidate with a 
stunning display of numbers, which Kim 
Dae Jung himself has often used as a 
mark of his greater popularity. 

All indicators point to regional senti- 
ments dominating the voting pattern 
this time. North and South Kyongsang 
province’ including the major cities of 

aegu and Pusan, together deliver al- 
most 30% of the national vote. While 
Kim Dae Jung's popularity in 
Kyongsang is likely to be low, that does 
not necessarily mean his rival is unchal- 
lenged. Roh, who is from Taegu, is run- 
ning a vigorous behind-the-scene cam- 
paign. He insists that the “Kim-Kim 
feud" shows that they are incapa- 
ble of running a government. Even in 
Pusan, not a few citizens said they 
would vote for Roh should Kim Dae 
Jung also contest the presidency. 


n the wake of the groundswell in 

Pusan, the brunt of criticism over the 
two Kims' failure to patch up differ- 
ences and field a single candidate might 
fall on Kim Dae Jung. Many observers 
uy Kim Dae Jung would be hard press- 
ed to upstage Kim Young Sam at his 
own scheduled rally on 3 October in 
Pusan and his failure to do so could 
make him appear to lack support out- 
side his native base of Cholla, which 
only accounts for 14% of the national 
vote. If Kim Dae Jung remains in the 
race, Seoul and other regions outside 
Cholla will determine the final out- 
come. But this outcome will in turn be 
affected by his showing in Pusan. 

Early last month, Kim Dae Jung's 
own successful visits to his native 
Cholla provinces had suggested that 
he might overcome the barriers of 
regionalism, in South Korean politics 
and become the next president of the 
country. However, it now seems that 
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his tumultuous welcome there, and - FOREIGN RELATIONS 


charismatic hold over the people 

Cholla, rekirdled age-old regional 
rivalry and animosity, and cooled sym- 
pathy for him elsewhere. His aggressive 
campaign push into Seoul's neighbour- 
ing cities of Inchon and Songnam over 
the past few weeks have evidently 
alarmed the people of Kyongsang re- 
gion who have rallied behind Kim 

oung Sam. 

While Kim Dae Jung himself has 
drawn large crowds at these rallies, he 
might have inadvertently is gest re- 
LE animos:ty by repeatedly criticis- 
ng the government for discriminatin 
against Cholla and favouring Seo 
and the Kyorgsang areas. His recent 
threats to invade his rival’s political 
heartland of Pusan — apparently to 
reinforce his image as a national figure 
— might have generated more resent- 
ment by making him appear to be less 
than “gentlemanly” (in the words of 
one rally organiser) in the campaign 
politicking. 

Meanwhile, Kim Young Sam has 
made what looked like a calculated p 
ture to distance himself from Kim Dae 
Jung's platform. The thrust of his 

hes in Pusan sought to underline 


- his image as a moderate leader trying to 


avoid disruptiag the continuing process 
of political and economic development 
by provoking the military or big busi- 
ness. While Kim Dae Jung in Seoul on 
the same day levelled his attacks on big 
business groups, Kim Young Sam's 
criticisms of President Chun Doo Hwan 
focused mainly on financial corruption 
involving Chun’s relatives and dona- 
tions from leading business figures for 
the Ilhae Foundation, a research insti- 
tute to which Chun hopes to retire after 
the end of his term in February 1988. 

Sticking closely to his centrist out- 
look, Kim Young Sam placed a major 
emphasis on initiating a "clean govern- 
ment," pledging to have all cabine: 
members in the new government, pre- 
sumably including himself as the new 
president, reveal their personal assets 
upon taking office. While that might be 
seen as somewhat inadequate in more 
radical cities like Inchon and Kwangju, 
it strikes many chords in conservative 
cities like Seoul and Taegu where à 
pons number of middle-class South 

oreans shy away from the notion of 
revolutionary changes. 

Returning to Seoul on 18 October, 
Kim Young Sam said he intended to 
hold the P national convention to 
nominate an official candidate whether 
or not his rival agreed. That could set off 
new friction between the two, with the 
possibility of Kim Dae Jung launching a 
new political party if he were serious 
about running for president. However, 
his chances of bowing out of the race 
could increase should his scheduled 
rally in Pusar on 31 October fail to at- 
ce the crowd drawn by 

m. 
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Congress puts aid on ice 


| Gandhi frustrates Washington's hopes for non-nuclear pact 


| By Nayan Chanda in Washington 


| Ares US aid package to Pakistan 
| that was to start from 1 October has 
| been frozen because of congressional 
concern over Pakistan's nuclear pro- 
pues The one person who could 

ave helped to unfreeze the aid pack- 
age, Indian Prime Minister Rajiv Gan- 
dhi, has an interest in ensuring the aid 
remains blocked. And Gandhi was un- — 
likely to be helpful in resolving the US' 
difficulty during his trip to Washington 
on 19-20 October, despite US sweete- 
ners. 

US officials, who have tried since 
1985 to persuade India to accept a non- 
nuclear pact with Pakistan, were likely 
to lean on Gandhi in Washington. But 
sources said Gandhi was unlikely to | 
budge from the estab- 
lished Indian position of 
rejecting any pact with 
Pakistan. 

An Indo-Pakistani 
non-nuclear agreement, 
thea, hopes, would 
obviate Pakistan’s need to 
develop nuclear weapons, 
removing US legislative 
obstacles to aid to Pakis- 
tan. India strenuously op- 

s Washington’s aid to 
slamabad. 

The administration had 
proposed giving Pakistan 
military and economic aid 
valued at US$4.02 bil- 
lion over the next six 
years. Disbursement of 
the aid was contingent 
upon the renewal of a 
congressional waiver, 
which expired on 30 Sep- 
tember, of provisions 
of the 1977 Symington Amendment. 

The 1977 Symington Amendment, 
which requires that aid be cut to any 
country that imports uranium enrich- 
ment material for facilities not under in- 
ternational safeguards, ended aid to 
Pakistan in that year. However, to help 
Pakistan in the face of the Soviet 
Union’s occupation of Afghanistan, the 
p Congress issued a six-year waiver in 

81. 

After US intelligence reports indi- 
cated that, despite Pakistan's repeated 
claims to the contrary, it had enriched 
uranium to weapons grade, and press 
reports suggested that Pakistan was 
making the bomb, the US House of 
Representatives' foreign affairs com- 
mittee and the Se- 
nate foreign rela- 
tions committee re- 
commended only a 
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two-year waiver instead of another six 
years as requested by the administra- 
tion. The two-year waiver was then set 


aside amid a new uproar over the recent 


attempted smuggling of enrichment 
material by a Canadian-resident Pakis- 
tani, Arshad Pervez (REVIEW, 30 July). 

The administration is putting a brave 
face on the impasse. “Pakistan has got 
caught,” as a senior administration offi- 
cial put it, “in what is essentially a tech- 
nical problem. Our expectation is that 
at the end of the day Congress will agree 
with [the waiver]." The administra- 
tion clearly hoped to make yet another 
attempt at the highest level to push 
India towards a regional nuclear pact. 

Washington has alreacy helped im- 
p the climate by al- 
owing the sale of a super- 
computer — the Cra 
XMP14 — and sophisti- 
cated alloy technology and 
avionics for India's light 
combat-aircraft project. 
On the eve of Gandhi's 
meetings in Washington, a 
senior administration offi- 
cial even praised India for 
exercising "admirable re- 
straint in not moving from 
that first explosion [in 
1974] to a dedicated nu- 
clear-weapons  program- 
me." He said the US will 
urge India to engage in 
dialogue with Pakistan to 
reduce the threat of nu- 
clear competition. 

While Gandhi was not 
expected to provide what 
he has called *an out" to 
the Reagan administration 
to provide aid to Islamabad by accept- 
ing Washington's advice of a nuclear- 
ban treaty with Pakistan. sources said 


| that Congress — mindful of the role 


Pakistan plays in supporting Afghan re- 
sistance to the Soviets — would not hold 
up the aid for too long. “My guess is that 
Pakistan is going to make some small con- 
cession which would not compromise 
their programme but would enable us to 
look the other way," said a former State 
Department Pakistani affairs official. 

The outcome of the Pervez case, a 
congressional analyst said, could be that 
the waiver may not be renewed beyond 
one year. "What we are going to see is a 
continued series of annual crises built 
around the annual certification require- 
ment [that Pakistan 
is not building a nu- 
clear Gcancal” one 
analyst said. Oo 
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Everyone. Because the priority in your office shouldn't be who gets The Asian i. 
Journal first, but that everyone gets it, every business day. With The Asian Wall Street d 
Journal, your people will be fully informed about important events in Asia — and the t 
world. And that makes for an efficient team. n 

Simply put, The Asian Journal is the most essential business tool your people can 
have, It not only lists the latest financial information, but with its extensive regional and 
international reporting network, it delivers in-depth analysis and insight into business 
events and trends world-wide. 

No other publication is able to cover the business world in such detail, reporting 
accurately on local and international events. So make sure all the people on your team 
speak the same language. Give them 


a subscription to The Asian journal. THE ASIAN. WALL STREET JOURNAL. 
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TE US State Department, under fire 
from Congress for its cautious 
stance on China's repression of dissent 
in Tibet, has put some bite into its criti- 
cism of recent alleged human-rights vio- 
lations in Lhasa. Bioweet, the depert- 
ment also made it clear that it will op- 
pose any con ional move that would 
TM Chinese sovereignty over 
ibet. 

At a 14 October congressional hear- 
ing on human rights in Tibet, the State 
Department came under attack for what 
legislators termed its "conspiracy of si- 
lence" over Tibet and its "spineless re- 
sponse" to Pekirg's armed suppressior of 

ro-independence demonstrations in 
hasa earlier this month. 

On 1 October, police in the Tibe:an 
capital opened fire on rock-throwing 
demonstrators, killing at least six peo- 
ple — including two Buddhist monks — 























































































| Philippines’ elite must learn 
the language of the poor 


official language, but on the other it 
talks of a national language, Pilipino — 
a linguistic unicorn that no one speaks 
because of a specious compromise with 
tribes who objected to Tagalog as the 
national language. But it is Tagalog that 
Filipinos use when asked to speak in 
Pilipino. 

Pilipino, then, is a national language 
that no one, except the Tagalogs and 
some of the enlightened among the 
tribes, recognises. It is the fiction of 
nationhood besieged by the reality of 


Manila columnist recently com- 

plained about the pidgin English 
that even well-educated Philippine | 
Ear. not to mention various 
celebrities, are now using for popular 
communication — undoubtedly, a 
rather curious phenomenon in a country 
whose president speaks standard Eng- 
lish. The pidgin, the use of which the 
columnist called “linguicide,” is a com- 
bination of English and Tagalog — the 
most widely used vernacular language 
— otherwise known as Taglish or En- 


a - eT 


galog. tribalism — a mythical language 
is is one national anomaly that | underlying the reality of national 
cannot be attributed to former presi- | disunity. 


dent Ferdinand Marcos, though it was 
during his first term that the use of pid- 
gin English first generated a national 
debate, which in turn led to a national 
policy of “nationalising” public instruc- 
tion. This was an attempt to make the 
Pilipino language — in effect, Tagalog 
— the medium of instruction in schools. 
But the result of the experiment was 
awful. The students could speak neither 
straight Tagalog nor orthodox English. 
and it was back to English again. Mean- 
while, Taglish is the order of the day. 
Something more than Filipinos 
speaking funny is at stake here. At issue 
is a national confusion enshrined in nc 
less venerable a documert than the 
Philippine Constitution. On the onc 
hand, the constitution says English is an 


Politicians on the campaign trail 
must speak Tagalog, but once they are 
in the halls of congress or in the intimacy 
of the cabinet room, they mo the lan- 
guage they know best — English. They 
couch their economic programmes in 
English and then wonder why the 
masses do not give a damn. 

Taglish is a sorry attempt for a lan- 
guage to bridge the gap between the 
elite and the masses. But it would be a 
mistake to take the pidgin as the masses’ 
attempt to speak to the elite. Rather, it 


Adrian Cristobal was a former presi- 
dential 


an for ousted presi- 


dent inand Marcos. 





Not tough enough 


Congress attacks the administration's soft stance on Tibet 








and injuring dozens of others. Dissident 
monks and others were arrested, and 
Peking later airlifted paramilitary 
police into Lhasa to prevent further 
disturbances. Foreign journalists 
covering the events were expelled from 
Tibet. 

The demonstrations followed in- 
creased pro-independence agitation 
abroad by supporters of the exiled Dalai 
Lama, Tibet's spiritual leader. The 
Dalai Lama addressed a congressional 
human-rights caucus on 21 September, 
after which the US Senate passed unani- 
mously a resolution. condemning al- 
leged human-rights violations in Tibet. 
The US House of Representatives had 
passed a similar bill in June. 

Peking reacted to the congressional 
actions by publicly accusing the US of 
interfering in Chinese domestic affairs 
and suggesting that Sino-American re- 





is the opposite: the elite's attempt to 
reach out to the masses, and unsuccess- 
fully too. For Taglish from the lips of the 
elite is condescendirg — though some- 
times a confession of incompetence 
in either English or Tagalog — and 
at best a ridiculous try at being "plain 
folks." 

It is not the impurity or the mix 
which makes the pidgin a social-political 

roblem, for it is more serious than a fad 
in manners. It is rather symptomatic of 
the alienation of the elite; the root cause 
of its inability to hold the country to- 
gether. 

The most amazing thing about the 
communist insurgency in the past dec- 
ade is not its numerical growth but the 
Marxist consciousness that its pr 
agandists have been able to instil in 
Filipino peasants, workers and stu- 
dents. Anyone who views TV or walks 
through the slums and countryside in- 
terviewing labourers and peasants can- 
not but be impressed by the lucidity with 
which the “uneducated” discuss social 
issues. 

The frame of reference is Marxist. 
At the most basic level, capitalism is a 
bad word and terms like exploitation, 
contradiction and landlordism are pre- 
cisely used. Compared with them, mid- 
dle-class students and pupils are ignor- 
ant of social — 

And how was this done? By indoctri- 
nation in the language that the masses 
spoke, Tagalog — the widespread ver- 
nacular that is the national language but 
which, in deference to the sensitivities 
of non-Tagalog groups, is officially re- 
ferred to as Pilipino. 





lations could be affected. 

Stapleton Roy, the 
State Department's top 
China specialist, denied 
the legislators' charges, 
pointing to remarks made 

y Secretary of State 
George Shultz. Shultz had 
earlier said: “We deplore 
it [the recent Chinese ac- 
tion], and we don't make 
any bones about that 
fact." Roy said he had per- 
sonally told the Chinese 
ambassador to the US that 
the department shared the 
concerns expressed by the senate in its 
resolution. 

Roy acknowledged that, despite im- 
provements in recent years, the human- 
rights situation in Tibet had not been 
"as favourable as the Chinese would 
have us believe" and that there was the 
"continuing existence of anti-Chinese 
resentment on the part of the Tibetan 
people." He said there were political 
prisoners in Tibet and, though he ques- 


The Marxists forgot about tribalism, 
used the language of the grassroots as 
given and simply proceeded to their 
class analysis of the social order. And 
the ruling class, the educated elite, con- 
tinue to speak in the accents of a coterie 
at odds with social reality. 

The middle class is a class that is frag- 
mented still. The governor, the land- 
lords and businessmen of Negros re- 
cently united to demand autonomy for 
their province. Now *autonomy" is one 
of those English words that undergo a 
SI in Filipino-English, just as 
"anomaly" is used as a synonym for 
"corrupt practices." 


T: point, in any case, is that the 
Manila-centred national govern- 
ment is a tyrant which does not recog- 
nise the rights of local governments. Yet 
there is in existence a Local Autonomy 
Law, ee it embodies less autonomy 
than the title implies. 

The lack of a common or national 
language is not by any means the sole 
cause of a spurious nationhood. One 
might say it is the lack of a national 
consciousness. But how does one ac- 
quire that? The bad news is that the 
Marxist dissidents are forging a national 
consciousness through the use of Taga- 
log. Pilipino or not, it is the effective lan- 
guage of political and social education. 

oing away with English — Ameri- 
eas-English, at is — is obviously not 
the answer. It is the language that en- 
ables Filipinos to work for transnational 
corporations, run the government and 
conduct business generally. English, in 
fact, is the language of intelligence. A 
politician, no matter how mature, is not 
considered intelligent if he cannot speak 
or write English properly. 


tioned critics’ assertions 
that 7.5 million Han 
Chinese have been settled 
on the Tibetan plateau to 
turn the Tibetans into a 
| minority, he conceded 
that “a substantial num- 
ber" had been reset- 
| tled there. 
& While the US Govern- 
-| ment could not presume to 
advise China on how to re- 
settle its pop Roy 
said, it would continue to 
raise the question of 
human rights in Tibet. 
However, this would be done in a 
quiet, diplomatic way that would not 
lead China to paint it as intolera- 
ble interference in its internal af- 
fairs. 

"I draw a distinction between putting 
into words our concerns over human- 
rights abuses and telling the Chinese 
how to run their affairs," Roy said. If 
there was an adverse effect on the US- 
China relationship because of US sup- 





Nevertheless, English is at the root 
of the so-called colonial mentality. It is 
the reason Americans have the last 
word on the understanding of, say, the 
military bases agreement, and the 
reason why the elite ultimately, given its 
best intentions, is unable to communi- 





cate the idea of free-enterprise progress 
to the masses of Filipinos. 

This situation can be tolerated, 
perhaps, and even surmounted with 
economic growth. The snag is that the 
Filipino masses are fast learning in their 
own language a different set of social 
values and a world-view that is danger- 
ous to the elite. 


First, it is a world-view that gives a | 


logical cause and effect to the problem 
of mass poverty — in sum, a scientific 


pon for human rights in Tibet, Roy told 

cw. “that’s part of the relation- 
ship." ~ 
One unspoken but important reason | 
for the cautious US reaction is the fear 
that excessive American pressure on the 
issue could damage Sino-US coopera- 
tion on a more vital matter. US arms 
and military-technology sales to Taiwan 
remains a thorny issue, and Washington 
would not like to introduce a further ir- 
ritant to its relations with Peking. 

It is thus not surprising that the ad- 
ministration seeks to emphasise to 
China that while it supports human- 
rights causes in general, it does not su 

rt any political role for the Dalai 

ma. Roy said the US did not support 
a five-point plan put forward recenthy Dy 
the Dalai Lama to make Tibet a “peace 
zone" because the basic assumption 
underlying the plan is Tibetan indepen- 
dence, It is “a political programme ad- 
vanced by a man who is the head of a 
government-in-exile” that is not recog- 
nised by any government, Roy said. 


— Nayan Chanda 





explanation. for social-economic in- 
equalities. The elite’s response of “free 
enterprise” and various “indicators” 
finds no fertile ground here. Recent 
proof is the amount of displeasure 
with which the Comprehensive Agra- 
rian Reform Programme (with the 
ominous acronym, CARP) was re- 
ceived by both peasants and landlords. 
There is more of a linguistic and an- 
thropological significance here than 
policymakers are willing to recognise. 

What is increasingly obvious is that 
the lack of a national consciousness is 
rooted in the lack of an accepted na- 
tional language. While the problem is 
political, the aggravating factor is edu- 
cational. Here is where a programme 
for national unity cannot get off the 

round — where the much-clamoured- 

or "integrated anti-insurgency ms 

ramme” is no more than a slogan of the 
fuddled. 

The grand programme and the lesser 
programmes cannot simply be under- 
stood by the people for whom they are 
meant. 

But it is not too late for the elite to 
awaken from its stupor and understand 
that economic development, as Ameri- 
can liberal economist John Galbraith 
shrewdly put it, is a historical process 
that stems from political and cultural 
development. Poverty is a profound cul- 
ture that can only be broken by the cul- 
ture of progress, which necessarily must 
be fostered by the school system, media 
and political leadership. 

owever, the elite must learn the 
language of the poor — and it is not Tag- 
lish, much Jess English. While it is not 
too late for the elite, it must work dou- 
ble time, for the counter-elite has a 
headstart. : 








INDONESIA 


Resettlement rethink 


The government overhauls its transmigration scheme 


By Michael Vatikiotis in Jakarta 


ressure from a number of sources 

is forcing Indonesia to rethink its 
government resettlement pro- 
gramme, and all the indications are 
that the Ministry of Trarsmigration 
(MoT) is in the throes of a major over- 
haul of its strategy. 

What the MoT calls “second-stage 
development” is a direct response to a 
World Bank report published in Octo- 
ber 1986 that was critical of the trans- 
pomo programme in its present 


rnt. 

The report highlighted deficiencies 
in planning and implementation, rang- 
ing from site selection and the design of 
settlements, to the provisior of agricul- 
tural support and services. It took stock 
of frequent complaints that certain 
transmigration sites were chosen with- 
out regard to the existence of sufficient 
water supplies, or soils fertile enough to 
pepon agriculture on a long-term 

S 


The report also said people were 
migrating to the outer islands in large 


| numbers without government assist- 


ance. The bank said these so-called 
“spontaneous migrants” had difficulty 
obtaining suitable land for settlement, 
which had led to social and environmen- 
tal problems in some provinces. 

e report pointed out that in 
Kalimantan and Irian Jaya, soils tended 
to be poor and the best land was already 
occupied by local people. It concluded 
that in future the rate of sponsored set- 
tlement should be eased and that the 
major emphasis should be on the con- 
solidation and development of existing 


J sites. 


In response to these criticisms, the 
World Bank said it has recently received 
from the MoT a policy statement and 
rogue of action outlining the sec- 
ond-stage development, which address- 
ed almost everything called for in the 
bank's report. Assistant MoT Minister 
Soedjino told the REVIEW that stress 
would be laid on — the quality 
of transmigration.” He said these im- 
provements would focus on the selec- 
tion of people for resettlement, the 
quality of settlement sites and manage- 
ment of the programme. 

eig conceded that though 
some 750,000 families were resettlec 
during Repelita 3 (1978-83), not all of 
them had achieved self-sufficiency as 
planned. There was a real need, he said. 
to devote attention to those already re- 
settled. 

The government's respo tse is timely 
for several reasons. The first is con- 
terned with money: funding for trans- 


migration is tight. With austerity meas- 
ures introduced after a fall in oil prices 
in 1986, the transmigration budget was 
reduced by 42% to Rps 208 bilhon 
(US$126.1 milion) in fiscal 1986-87 
from Rps 501 billion a year earlier. This 
year, the budget provided Rps 7 milhon 
for each resettled family. The MoT said 
the maximum likely to be approved next 
year would be the same. 

The immediate effect of the cutback 
has been to bring the programme to a 
virtual halt. The MoT says that only 2- 
3,000 families will be moved in 1987 and 
no new sites are to be developed. But 
the government is now trying to encour- 
age private enterprise to play a role in 
the programme — particularly in the 
plantation sectcr. 

One of the World Bank's recommen- 
dations was tha: tree-crops grown on es- 
tates would provide a regular source of 
income for resettled families, especially 
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Transmigrants enter the promised’ 


in areas where poor soils prevail and at- 
tempts at self-subsistence combined 
with cash-cropping seem futile. 


$ 
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he move towards a reassessment of 

transmigration also comes at a time 
of intense international criticism of re- 
settlement in Indonesia. The critics, 
mainly environmentalists, argue that 
transmigration results in the destruction 
of valuable hardwood forests and causes 
conflict with indigenous people in the 
outer islands (REVIEW, 30 Apr.). 

Much of this criticism has rubbed off 
on the World Bank, which helps fund 
transmigration. Having recently been 
goaded into setting up an environmen- 
tal unit to counter accusations of being 
ecologically insensitive, the bank is now 
keen to address these issues. 

Gloria Davis, who heads the bank’s 
environmental unit for Asia, said that 
though transmigration has used less 
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: poor soils, 


than 1% of land in the outer islands, this 
could pose a threat to the environment 
in the future. The crux of the problem, 
Davis said, was the difficulty migrants 
faced obtaining good land that was not 
either forested or already owned by 
local people. 

The message the World Bank ap- 
pears to have got through to the MoT is 
that more attention should be paid to 
the impact of transmigration on the 
ground. Bank sources saic there was a 
need to consider transmigration as an 
input to regional planning and develop- 
ment in the outer islands. There was still 
a need to move. people from over- 
crowded areas in Java, but this must 


| now be based on certain criteria, such as 


targeting those threatened by natural 
disasters, or the building of a dam in 
their area, the sources said. 

There remains the problem of just 
how far the unplanned movement of 
people can be included in either the gov- 
ernment's or the World Bank's calcula- 
tions. A workshop on transmigration 
held in East Kalimantan at the end of 
August highlighted the impact there of 


| large numbers of Buginese migrants 
| from South Sulawesi on the environ- 
| ment. The problem for the government 
is that they are neither sponsored 


^ ~~ " 
- SEX Zz - 15 
, "p e B 
M, v [ P» | Í à 
0 ` 53 Ji 
= ~ i^ = 
E: Í Tant 
4 E »" 
2 Tut "rou E 
| N 
"TEM. PES 4 
"E As A. 
x t 
* < Mc « 
P a? 5 4 
E | 
. 
hs gs 
v 





no water. 

settlers nor are they spontaneous mi- 
grants linked with a government reset- 
tlement scheme. 

The Buginese have colonised exten- 
sive areas in East Kalimantan, cuttin 
down the forest to grow cash crops an 
holding land without title. One paper 
delivered at the workshop concluded: 
“Only if spontaneous settlement ac- 
tivities are taken seriously can further 
damage to the land be avoided." - 

The government now faces the prob- 
lem that spontaneous movement from 
areas of less opportunity to areas with 
potential within the archipelago is oc- 
curring at an increasing rate — partly 
stimulated by transmigration, And, as 
the World Bank finalises details of a 
new loan to the MoT, estimated at 
US$250 million, it will be looking to see 
that efforts are made to manage and 
regulate movement so that it is socially 
and environmentally sound. a] 
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-. Business communications is a two-way street. 
—..— Whether it's back-and-forth between offices or 
.... departments or cities or countries, business 
efficiency depends on the quick and accurate 
- exchange of information. There is someone who 
-can keep you up to date about keeping up to date 


— your IBM Authorised Dealer or System 


— Remarketer. He's got what it takes to help you 


-with networking, electronic mail, and whatever 


a .. else you want to do with communications. 


T The r right training. All our dealers have been 

rough rigorous training to make sure they know 
our equipment from the inside out. And we teach 
. them how to teach you. 











We're not in the computer business 


We're in the results business = == 








The right service. The kind of service youd — 
expect from IBM. Every IBM Authorised Dealer is — 
committed to keeping your equipment in top 
shape. Because we know how important that is to 
you. 

The right advice. The number of hardware and 
software choices is growing every day. The right 
dealer can make sure you have the best 
combination to do your job right. You'll save (e 
money because you won't buy something you dont 
need. m 
The right place. Your IBM Authorised Dealer is 
a professional who offers complete business 
solutions. He's got the right products, the right 
service and, most important of all, he's got IBM 
behind him. 











Well-traded. Over 100 years of 





smooth sailing. 
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While the clipper ships were establish- 
ing speed records for bringing fea from 
the East to the West, the Hongkong 
and Shanghai Bank was establishing 

a unique reputation in trade finance. — 


Formed over a century ago, we were 
one of the first banks to set up branches — 
not only in Asia, but also throughout 
the world. Today we are one of the 
world's major financial institutions, 
with over 1,300 offices in 55 countries. - 
We offer a wide range of trade services - 
and FOREX-related services: docu- — — 
mentary credit facilities, collections 
and remittances, performance and bid 
guarantees, letters of introduction, and _ 
government export credit and insurance - 
. Services. | 
We also offer Hexagon, the groups — 
state-of-the-art electronic banking 
system, which lets you control all your — 
domestic and international financial — — 
affairs — including Import/Export 
xu NOSE ES ni wo MN For further information on our range 
Imports/Exports Department at your à 
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nearest branch of the HongkongBank 
group. We'll put your trade on a steady — 
course. | 
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Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
e Concord Leasing 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$91 BILLION. 


Hewlett-Packard makes the move 
to the new centre of Hong Kong. 


In just a few months Hewlett-Packard, the multi-billion 
dollar computing giant, will be moving their loca: ard regional 
headquarters into Bond Centre. 

Into eight floors of Bond Centre, to be exact. 

For Hewlet:-Packard the move to Bond Certre makes 
sound business sense, while at the same time reflecting their 
modern, innovative approach to computing. 

Once there, they will find a truly versatile building. 
One flexible enough to accomodate Hewlett-Packard's staff 
of over 400. Comfortably and efficiently. While offering 
excellent value for money. T 

One which is within minutes of the Mandarin, Furama 


and Hilton hotels to the west and the soon-to-be-completed 
Marriott, Conrad and Shangri-La hotels to the east. 

While on its doorstep and literally seconds away by 
high-speed lifts, Hewlett-Packard's staff will find an extensive 
transportation network and all the facilities offered within 
Queeasway shopping plaza. 

If, like Hewlett-Packerd, you too want to make the 
move to the new centre of Hong Kong, simply call or write 
to Mr. Michael Laven or Mr. Simon Haynes of First Pacific 
Davies in Hong Kong. 


Completion date: November 1987. 
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Central. Hong Kong 


FIRST | 
Sole leasing agents: PACIFIC FIRST PACIFIC DAVIES 23rd Foor, Two Exchange Square, Central, Hong Kong. Tel: 5-8104838 Tix: 61851 HX Fax: 5-8104313. 


HONGKONG 


A meltdown in confidence 


Chinese nuclear power-station faults trigger outcry 


By Emily Lau in Hongkong 
Eon of the Daya Bay nuclear 
power plant in Shenzhen, China, 
has again stirred strong emotions in 
Hongkong with the revelation that con- 
tractors failed to include 316 of 576 steel 
reinforcing bars in the first layer of a 
concrete foundation being laid for one 
of the plant's two reactors. The “miss- 
ing-bars" incident was revealed by 
China's hes qp Nuclear Power 
Joint Venture Co. (GNPIVC), which is 
putting together a report to explain how 
the mistake was made and what remedy 
is proposed. 

Architects and engineers say errors 
in using the exact number of reinforcing 
bars called for in construction plans are 
common on complex construction pro- 
jects, but they expressed surprise that so 
many bars could have been missing 
without being detected before the con- 
crete was poured. 

The incident was immediately seized 
upon by pro- as well as anti-Daya Bay 
lobbyists here to gain political capital. 
Maria Tam, Wong Po-yan and other 
members of Hongkong's Executive and 
Legislative councils who supported the 
project last year — despite widespread 
public concern over the desirability of 
having a nuclear plant just across the 
border from a dense population centre 
— said they were “shocked” and 
“deeply dissatisfied” with the “outrage- 
ous” incident. The Executive Council 
is Hongkong’s highest policymakin 
body, End the PPAR a Coni 
(Legco) is the law-making body. 

nti-Daya Bay councillors also lost 
no time jumping on to the bandwagon 
of concern, though most of them had 
dropped the issue after failing to get the 
pope plant — located less than 50 
m from urban Hongkong, where most 
of the territory's nearly 6 million people 
live — scrapped late last year. 

Daya Bay is a joint venture, 7596 
owned by GNPJVC and 25% owned by 
Hong Kong Nuclear Investment Co. 
(HKNIC), a subsidiary of Hongkong's 
privately owned China Light and Power 
Co. The plant, to cost more than HK$27 
billion (US$3.46 billion), is due to come 
on stream in 1992. About 70% of the 
plant's output is to be sold to Hongkong. 

Framatome of France is supplying 
the power plant's nuclear parts, and 
General Electric Co. of Britain is sup- 
piying the generators. French utility 

ectricite de France (EdF) is the pro- 
ject designer. The contractor is HCCM 
uclear Power Construction Joint Ven- 
ture Co., which comprises Hau Xing 
Construction Co. of the Chinese Minis- 
try of Nuclear Industry, the Second 


Bureau of China State Construction 
Co., Maeda Construction Co. of Japan 
and Campenon Bernard of France. The 
US company Bechtel is responsible for 
quality control. 

Peter Littlewood, GNPJVC's plan- 
ning and contract manager, and Sir Jack 
Cater, HKNIC's managing director, re- 
vealed the construction error to Legco's 
ad hoc group on Daya Bay on 9 Oc- 
tober, the same day news of the blunder 
appeared in China's official Shenzhen 
Special Zone Daily, which reported the 
“non-conformance” problem under the 
headline *Daya Bay Nuclear Plant Pro- 
ject Progressing Smoothly." Littlewood 
said the mistake was discovered on 14 
September by HCCM and the GNPJVC 
simultaneously and work was halted im- 





mediately. It was reported to China's 
National Nuclear Safety Administra- 
tion, the licensing authority. 

On 16 September, before the news 
was revealed, Littlewood had accom- 
pue Legco member Cheng Hon- 

wan and a group of engineers to in- 
spect the site. On returning to Hong- 
kong, Cheng said work was progress- 
ing well. After being told of the mistake 
on 9 October, an embarrassed Cheng said 
it was unacceptable for the GNPJVC to 
have taken so long to inform Hong- 
kong, particularly when the Hongkong 
Government, which has two directors 
on the HKNIC — Secretary for Econo- 
mic Services Anson Chan and Secretary 
for Monetary Affairs David Nendick — 
was informed on 26 September. 

Littlewood said the error was due to 
misinterpretation of the design draw- 
ings by HCCM. Instead of placing verti- 
cal steel bars 180 mm apart, they were 


laced 400 mm apart. Thus, 316 were 
eft out. Littlewood declined to disclose 
the identity or even the nationality of 
the person responsible for the mistake. 
The plans, he said, are in English. À 

Littlewood said the GNPJVC is tak- 
ing the “non-conformance” seriously 
but stressed that the 316 missing “starter 
bars” were only 2% (actually, 3.9%) of 
the 8,080 reinforcing bars to be put in 
the first of five layers in the foundation. 
Littlewood said only 188 starter bars 
were needed to meet the plan’s seismic 
criterion and to withstand the conse- 
quences of a sudden complete break- 

own in the plant’s pressurised water 
coolant system servicing its reactor 
core. However, he stressed that the situ- 
ation would be rectified and that the 
remedial plan would comply with the 
safety requirements of the design. 

Apart from being a political hot 
potato, the error has also brought 
into question a pledge made by the 
GNPJVC in June 1986 that the project 
would be carried out *with several 
layers of supervision and checks" which 
"represents a higher level of supervision 
than is normal" on French pro- 
jects. 

Littlewood said the discov- 
ery of the mistake showed that 
quality control on the project 
was effective, but he conceded 
the mistake should have been 
discovered before the concrete 
was poured. EdF technical 
manager Harve Machenaud 
said similar errors have occur- 
red during the construction of 
French nuclear plants. 

Littlewood said four possi- 
ble remedies have been consi- 
dered. Two were discussed 
briefly and dismissed as im- 
practical. They were ripping up 
the faulty foundation and start- 
ing all over again — an idea ad- 
vocated by the anti-Daya Bay 
lobby and certain HKNIC di- 
rectors — or starting again on 
top of the present foundation. 
Littlewood said the former proposal 
would involve too much disruption to 
the project and could damage the 
pacers rock structure. The latter, 
he said, would raise the foundation by 
1.2 m and require large adjustments to 
the plans. 

An HCCM suggestion to drill holes 
in the concrete and re-insert the missing 
bars was also rejected in favour of an 
EdF proposal to add the missing bars to* 
the second layer of concrete and, in 
order to strengthen it further, add an 
extra 10 tonnes of steel bars. 

In what is regarded as a response 
to the criticism in Hongkong, the 


GNPJVC agreed that no concrete 


would be poured until it has approved 
EdF's technical solution. GNPJVC also 
agreed to Id®k into ways of strengthen- 
ing quality control and to avoid similar 


occurrences. ø- 
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SRI LANKA 


Tigers in a corner 


The guerillas put up stiff resistance to Indian advance 


By V. G. Kulkarni in Colombo 


A 11 days of fierce fighting with 
heavy loss of life-on both sides, ele- 
ments of the Indian peace-keeping force 
(IPKF) achieved a breakthrough in 
their operations against Tamil sepa- 
ratists when they entered northern Sr: 
Lanka's Jaffna town on 19 October. But 
the offensive, carried out by troops from 
the 54th Indian Infantry Division, has sc 
far failed to achieve its ultimate objec- 


- tive — the capture of the top leaders of 


the Liberation Tigers of Tamil Eelam 
(LFTE), the largest separatist group 

The IPKF is expected to spend 
the next few days completing its 
capture of Jaffna. But if the Tigers’ 
leadership slips the Indian net it 
could regroup its remnant rank- 
and-file and disappear into the 
jungles to restart hit-and-run at- 
tacks against both army anc civilian 
targets, turning the Indian opera- 
tion into a politically sensitive stale- 
mate. 

On 9 October, the day before 
the IPKF launched its full-scale of- 
fensive, Gen. K. Sundarji. India's 
chief of army staff, flew to Colom- 
bo to consult with perturbed senior 
Sri Lankan Government and army 
leaders. The mood in the capital 
then was decidedly ugly as the Ti- 
gers, who have not accepted the 29 
July Indo-Sri Lankan peace accord, 
had unleashed a terror campaign 
killing some 200 Sinhalese villagers 
in Eastern Province. 











To mute the Sri Lankan cries of 
keep-the-peace-or-get-out, Sundarji is 
known to have assured his counterpart: 
“Give us a few Gays and you will start see- 
ing the results." In the event, his esti- 
mate turned out to be rather optimistic. 
The seasoned Indian troops — from the 
Maratha, Dogra, Gurkha, Madras and 
paratroop regiments — had to fight 
every inch of the way, suffering heavy 
casualties. 


According to Indian sources, the 


IPKF's casualties by 19 October totalled 
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103 killed and 332 wounded. Another 
22 soldiers were reported missing and 
presumed dead. Official Sri Lankan 
sources privately put the Indian casual- 
ties at a much higher figure and some 
unconfirmed estimates run to 200 


' deaths. Indian officials in Colombo put 


the Tigers’ losses at 527 killed, with 
another 254 captured. With the 
hardcore Tigers’ strength estimated at 
about 2,500, almost one-third of them 
are known to have been put out of ac- 
tion. 

As the IPKF had been functioning 
in the 2,600-km? Jaffna peninsula of 
Northern Province since early August 
and trying to persuade the Tigers to 
hand over their arms, the Indians 
had a fair idea of the Tigers’ strength. 
But apparently, the Indians did not anti- 
cipate such fierce resistance even from a 
band of committed extremists. Being 
completely familiar with the ter- 
rain, and having the advantage of 
being able to mix with the civilian 
population, the Tigers had laid a 
vast network of mines and booby 
traps, the extent of which probably 
_ surprised the Indians. 

Mindful of civilian casualties in 
the heavily populated peninsula, 
the Indians were also constrained in 
their use of heavy weapons and air 
support. Indian officials said their 
troops were “fighting with one 
hand tied behind their backs,” to 
avoid harming civilians whom they 
had come to Sri Lanka to protect. 

Two brigades of the 54th Divi- 
sion moved on Jaffna in a pincer at- 
tack from the north, west and 
south. In addition, the Indians had 
control of the Dutch-built fort in 
the town’s western edge adjoinin 
the sea. The sniper fire from roofs 
and tree-tops and the mines and 
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Insubstantial support 


Tamil Nadu parties divided over rssponse 


By Salamat Ali in New Delhi 
he progress of the Indian peace-keeping force (IPKF) in 


the battle of Jaffna has been admittedly slow, but there © 


are no signs vet of any political pressure from the Tamil Nadu 
state on New Delhi to halt its operations against the Libera- 
tion Tigers of Tamil Eelam — usually known as the Tigers. 
So far there have been little more than pro forma ap er 
statements from the two principal political parties in the 
state, which has traditionally provided political support for 
the Sri Lankan Tamil cause. 


The two bitter foes m Tamil Nad tics — the ruling All 
India Anna Dravida Munnetra 1agam (AIADMK) 
party, allied to India's ruling Congress party, and the princi- 
pal o tion party, the Dravida Munnetra Kazhagam 
(DMK) — have both sympathy for the Tigers. But 
the call for a protest e on 16 October backed by the rul- 
ing AIAD and sundrv other parties was a flop. 


r political 
The Tigers have lomg enjoyed the support of the 
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Ramachandran, who is currently under medical treatment in 
the US. His illness, and infigh over his succession, is 
thought to account in part for the low-key response by the 
AIADMK to the IPKF operation as su from New 

will be crucial in securing the future ership of the party. 

Tigers chief Velupillai Prabhakaran appealed for support 
to opposition DMK President M. Karunanidhi who made ap- 
propriately sympathetic noises but did little else. But the ap- 

to Karunanidhi could be one of the reasons for an urgent 

etter sent bv Ramachandran from his hospital bed to Van- 

couver where Prime Minister Rajiv Gandhi oe a sae 
in the Commonwealth Heads of Government Meeting. 

The contents of the letter were not disclosed but if it 
— an easing of pressure on the Tigers in Jaffna, it was a 
total failure. Gandhi said in Vancouver that the IPKF would 
only accept the Tigers' unconditional surrender. 

A Tigers' spokesman said in the Tamil Nadu state capital, 
Madras, on 16 October: “Even if we are defeated due to the 
superior fire-power of the Indian army, we will revert to 

erilla war and our for Eelam [a homeland for Sri 

kan Tamils] will go on indefinitely." 

Although there are signs of unhappiness in sections of the 
AIADMK, these are attributed by experienced political ob- 


booby traps were so heavy 
that the Indians were still 
4-8 km from Jaffna's 
municipal limits after one 
week's gradually inching 
advance. Fighting had 
been so heavy that for- 
ward battalions had to be 
rotated — with some fresh 
reinforcements from India 
— after the first week. 

Although Indian offi- 
cials in Colombo main- 
tained that aerial strafing 
and heavy artillery had not 
been used, other sources 
confirm that selective use 
of such support had to be 
resorted to. On the night 
of 12-13 October, at least 
two platoons of comman- 
dos were helicoptered to 
an open space near the 
medical faculty of Jaffna 
University initially without air cover. 
The first platoon was butchered by the 
Tigers lying in wait, so the Indians asked 
for Sri Lankan air support, with the help 
of which the second platoon managed to 
fight its way out and join up with other 
Indian troops some miles away. Aerial 
strafing is known to have been used on 
at least three occasions during the oper- 
ations. Similarly, heavy artillery has 
been used. 


U se of such heavy weapons must have 
inevitably caused civilian casual- 
ties, more so because the Tigers are 
known to have used civilians — includ- 
ing women and children — as human 
shields against the Indian troops. Indian 
officials do not talk of civilian casual- 
ties, while official Sri Lankan sources 
rivately admit to not more than 80 civi- 
ian deaths. But the Tigers have man- 


the infighting 
of succession to the leadership. 
Rama 


chandran is considered too feeble to retain the lead- 
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Bodies of Indian soldiers killed in the Jaffna attack. 





aged to pass messages to the outside 
world claiming hundreds of civilian 
deaths and extensive damage to build- 
ings. An opposition political group in 
Madras claimed on 20 October that 
some 700 civilians had died in bombing 
and artillery fire, a claim dismissed by 
Indian officials as “terrorist propaganda 
and disinformation." As journalists are 
barred from the battle zone, the claims 
and counter-claims cannot be con- 
firmed. 

To avoid hardship to civilians, the 
Indians through loudspeakers and air- 
dropped leaflets had asked people to 
move to safe areas like temples and 
schools and nearly 400,000, or half the 
peninsula's population, had sought 
shelter. Since many houses were booby- 
trapped, with bombs rigged to explode 
at the touch of a light switch, electric 
power to the whole peninsula was cut 


shipments by air and sea 
were sent from India 
through the Indian and Sri 
Lankan Red Cro$s to the 
pulation, though distri- 
ution of supplies has 
proved difficult. 

Despite their determi- 
nation, the Tigers were 
feeling the pressure after a 
few days of fighting and 
sent ceasefire offers to 
Indian Prime Minister 
Rajiv Gandhi, political 
leaders in Madras, the 
commander of the 54th 
Division and even to Co- 
lombo. But as the Tigers 
would not surrender their 
arms before the opera- 
tions were called off, New 
Delhi turned down >the 
peace feelers. | 

In Madras, the former Jaffna com- 
mander of the Tigers, Sathasivam 
Krishnakumar (alias Kittu) — echoing 
his leader Velupillai Prabhakaran — de- 
clared “the L will not surrender its 
arms unconditionally, even if all its 
guerillas have to die.” Although Indian 
troops had large parts of Jaffna town 
under their control by 20 October, with 
both sides committed to a fight-to-the- 
finish, the IPKF will have to inch from 
building to building to flush out the 
Tiger strongholds, from “the maze of 
booby traps and rubble” described to 
the REVIEW by a young Tamil refugee 
from Jaffna. 

According to reports from New 
Delhi, 6, additional troops were 
being airlifted on 20-21 October. This 
would bring the strength of IPKF in the 
Northern and Eastern provinces to al- 
most 20,000. ü 
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servers less to "y sympathy for Sri Lankan Tamils than to 


The general line of the AIADMK's leadership seems to 
the ruling party over the imminent war 


be to express full sympathy for the Tigers but also to call upon 


the guerillas to *cooperate with the IPKF," and to ask the In- 


off on 17 October. Food ' 


ership and there are at least three known factions aspir- 
ing to succeed. None of them wants to be seen as being indif- 
ferent to the cause of the Sri Lankan Tamils, but at the same 
time each is wary of see any step that might jeopardise its 
chances of support from New Delhi. 

However, 's protégé, AIADMK Deputy 
Dg e MR yn K. Kalimuthu, ed on 12 October that 
the IPKF, fed and paid for by Indians including Tamils, was 
doing the dirty job of exterminating the Tamil igers for the 
Sri Lankan Government. 


I the neighbouring Tamil territory of Pondicherry, P. K. 
Loganathan, the leader of AIADMK in the legislative as- 
sembly, submitted a memorandum to Pant demanding an 
end to the IPKF operations. But neither the general public 
nor the political parties in Tamil Nadu t Pondicherry 
seemed to have been aroused to any violent reaction by Tiger 
accusations of IPKF atrocities, including the charge that they 
had recovered several dismembered naked bodies of Tamil 
women who had been raped. 
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dian Government to negotiate with the Tigers. Aware of the 
various political dilemmas of the Tamil Nadu par- 
ties, Pant during his 16 October visit to Madras said that his 
government had the interests of Tamils at heart and for that 
reason could not endanger their larger interests. 

The reality on the ground in Madras is that the Tigers' of- 
fice is under total by the police. Earlier, on 11 October, 
the police had raid the office and also a few of the Tigers’ 
camps on the Thanjavur coast to search for Prabhakaran who 
at that time was rumoured to have Lo asm out of Sri Lanka. 

In addition, the estimated 95, ri Lankan Tamil ref- 
ugees living outside the established camps have been or- 
dered to re with their documents to district magistrates 
for gradual repatriation to Sri Lanka. They have been 
warned that they will be prosecuted as illegal aliens if they do 
not report for repatriation by 31 December. 

But most observers agree that future developments de- 
pend upon how quickly the IPKF is able to neutralise the Ti- 
gers’ resistance. Any protracted involvement in Sri Lanka is 
fraught with dangers for India 4 both its domestic politics 
and foreign relations. 


a 


PD ee 






j 


"Tm 





ps“ 





CHINA 


Forward to reform 


The CCP prepares for party congress and new leadership line-up 


By Robert Delfs in Peking 


am Chinese Communist Party’s cen- 
tral committee met in its final 
seventh plenary session on 20 October 
to clear the decks in preparation for the 
13th party congress, which will formally 
endorse the continuation of reformist 
policies initiated nine years ago: 

The plenary discussed and approved 
the central committee's report to the 
congress — opening as scheduled on 25 
October — and a draft revision of some 
articles of the party constitution, which 
will be submitted to the full congress for 
deliberation. It also discussed and ap- 
proved in principle “general ideas on 
the reform of the political structure,” 
main points of which will be included in 
the report to the congress. 

As expected, the meeting confirmed 
the decision at the expanded politburo 
meeting in January to accept Hu 
Yaobang’s resignation as party genera! 
secretary and the appointment of Zhao 
Ziyang as acting general secretary, bu: 
did not formally confirm Zhao in his 
new post. Hu — also as expected — at- 
tended the meeting, anc co-presid- 
ed in his capacity as one of the five- 
member  politburo standing com- 
mittee. 

The central committee's keynote re- 
dep to the congress has been petas 

y the politburo and discussed by more 
than 5,000 eo Zhao told members 
of a North Korean delegation earlier in 
October. The main point of the docu- 
ment, Zhao said, was to continue the re- 
formist policies introduced at the third 
p of the 11th central committee in 

ecember 1978. 

Zhao also discussed plans for the 
13th. congress when he met Janos 
Kadar, general secretary of the Hunga- 
rian Socialist Workers Party, on the 
morning of 12 October. 

Part of Zhao’s meeting with Kadar 
took place with only interpreters pre- 
sent, according to East European 
sources, who said paramount leader 
Deng Xiaoping also spoke privately 
with the Hungarian leader during their 
meeting later the same day. It is be- 
lieved that Kadar has been told addi- 
tional details about the upcoming con- 
gress and asked to pass the information 
on to leaders in Moscow and other 
Soviet-bloc capitals. 

Zhao confirmed that the congress 
would hear a theoretical explanation of 
the party’s line based on the concept 
that China is still in the preliminary 
stage of socialism (REVIEW, 6 Oct.). 
This recognition, Zhao tolg Kadar, “is 
the primary basis on which we formu- 


_late our present policies.” 


What personne! changes will take - 
place in the top party leadership re- - 
mains a key question. Politburo and sec- 
retariat member Hu Qili told visiting © 
East Europeans in mid-September that - 
“at least seven” members would retire | 
from the 20-man politburo: Chen Yun, | 
Li Xiannian, Hu Qiaomu, Peng Zhen, - 
Xi Zhongxun, Fang Yi, and Ni Zhifu, 
the Japanese newsagency Kyodo re- 
ported. | 

That list significantly omits Deng, - 
who has reiterated his resolve to step | 
down from both the politburo and its | 
standing committee to several visiting - 
foreign leaders — though none of these : 
statements has been openly reported in | 
the Chinese press — 
most recently on 16 Oc- 
tober when he met Franz 
Josef Strauss, Bavarian 
$tate prime minister and |z 
head of the Bavarian-bas- 
ed Christian Social Union. 

The draft changes in 
certain articles of the 
party constitution ap- 
proved by the seventh 
plenary session are pre- 
sumably needed if Deng 
is to remain head of the 
party military commis- 
sion. Under the present 
constitution, that in- 
cumbent, as well as 
the chairman of the Cen- 
tral Advisory Commis- | dE 
sion (currently Deng) | aa 
and first secretary of the | MTM 
Central Disciplinary In- | eae 
spection Commission 
(currently Chen Yun) 
must all be standing committee mem- | 
bers. | 


j-i u Qili — who appears to have over- 
come the disadvantage of his 
former close association with Hu 
Yaobang — vice-premier and politburo 
member Li Peng, both in their late 50s, 
and vice-premier Qiao Shi, in his early 
60s, are all likely to join Zhao on the 
new standing committee. 

Li is the front-runner in the rumour 
stakes to succeed Zhao as premier, but 
that appointment will not be formally 
announced until the next session of the 


. National People's Congress, probably 


next March. 

Who will make up the rest of the 
standing committee, which may be 
expanded from five to seven mem- 
bers, is less clear. Yao Yilin and 
Wan Li — like Zhao both in their 
early 70s, and the latter probably 
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Zhao’s preferred choice to succeed him 
as premier — are strong candidates to 
ease the generational transition to 
younger leaders. 

The most striking indication of confi- 


_ dence that the congress will follow its 


expected “script” were remarks made 
by Hu Qili at the conclusion of a meet- 
ing of provincial and uocem party 
ipee chiefs held in Peking from 
-12 October. 
Hu's speech, summarised in the Peo- 
ple's Daily on 16 October, focusing on 


| the reform of political and ideological 


work after the congress, treated the 
forthcoming decision on political struc- 
ture reform as accomplished fact. 

“Propaganda work in the new period 
must adopt the method of cemocratic 
dialogue, letting the masses participate 
in the discussion and decision on impor- 
tant questions in our national life," Hu 
said. He called for establishing a "social 
consultation dialogue system" which he 
described as a means of making party 
and government work at all levels "sub- 
ject to the criticism and 
supervision of the mass- 
eS.» 

The precise mechan- 
ism by which such public 
oversight will be ac- 
complished remains un- 
clear, but will probably 
stress expanding the 
mediating roles of indi- 
rectly controlled non- 
party organisations in- 
cluding the news media, 
alterrative *democratic" 
parties and the Chi- 
nese Peoples Politi- 
cal Consultative Confer- 
ence. 

Hu's speech is con- 
firmation that he has 
taken over  politburo 

IM supervision of prop- 
M| aganda work from con- 
servative Deng Liqun. 
Bao Tong, currently 
Zhao's key secretary and a vice-minister 
of the state commission on restructuring 
x^ — S — , is expected to re- 
place Wang Renzhi as ro 
aganda hd (REVIEW, 6 Ort). d 

This pre-emptive move to assert con- 
trol over the propaganda organs is a sign 
of strength, and an indication that Zhao 
as party leader will stress the role of the 
media in moulding public — and party 
— opinion far more than his organisa- 
tionally minded predecessor, Hu 
Yaobang. Zhao can only overcome the 
progressive alienation of intellectuals, 
particularly students, from the are bs 
programme by demonstrating that his 
political reforms have real content. To 
do that — and simultaneously skirt con- 
servative phobias about d:minishing the 
leadership role of the communist party 
— will be no easy task, and perhaps the 
central dilemma of party leadership in 
the years to come. 
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| W HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment: for yOu, 
a lifetime. 
We made this watch for 
you - to be part of your 
life — simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe — 
because it's for a lifetime. 





PATEK PHILIPPE 
GENEVE 
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ENQUIRIES, C. MELCHERS-& CO. No. 1 (2nd Floor), Jalan 13/6. 46200 Petaling Jaya, 
Tel. 7555566/7555077 


Moving in the Same Direction 


Lucky-Goldstar is a U$12-billion 
group of 26 Korean companies 
working in chemistry, electronics, 
and services. 

Today, Lucky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances anc 
fiber-optic communication systems 


OU & LUCKY-GOLD 


to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partner- 
ships with companies like AT&I. 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 
today’s most important business 
fields. Through technical exchanges 





and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahajac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to get to know us 
better. Contact the Business Devel- 
opment Dept., Lucky-Goldstar Int 
Corp., Yoido PO. Box 699, Seoul, 
Korea. Phone (02) 785-5694, Telex 
K27266 IGINTL. 


[E93 LUCKY-GOLDSTAR 


LIHee Sung (Systems Technology 
Services & (| Lucky-Gold 


Business Fields of Lucky-Goldstar Companies: 


Chemistry and Resources O Lucky, Ltd. OHonam Oil 
Refinery (i Lucky Advanced Materials O Korea Mining & 
Smelting Electric and Electronics (Goldstar Co., Ltd. 
(lGoldstar Semiconductor OGoldstar Electronic 
Devices (Goldstar Telecommunication OGoldstar 
Electric |.) Goldstar-Alps Electronics Goldstar Precision 
L1 Goldstar Industrial Systems (Goldstar Instrument & 
Electric “Caeser Electric Machinery OGoldstar 
Honeywell () Goldstar Cable Services | Lucky-Goldstar 
International C1 Lucky Securities Pan Korea Insurance 
[1 Goldstar Investment & Finance 1) Pusan Investment & 
Finance (Lucky Development OLucky Engineering 


star Sports OThe Yonam 
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» Cabin crew, prepare for take off. Ee 





A: Cathay Pacific, we know that a journey begins long before we welcome you on board. 
We also know that the better we prepare ourselves, both physically and mentally, the better we'll be 
able to look after you during your flight. That’s why everything we do is designed with one aim in 


mind. To help you arrive in better shape. 








9 Arrive in better shape 


CATHAY PACIFICA 


TRAVELLER'S TALES DerekDavies|} 


€ AS I write, the air is reverberating 
with the sound of crashing markets. I 
wonder how many investment consul- 
tants and brokers advised their clients as 
well as did the REVIEW three weeks ago 
with its 24 September cover story, which 
showed an over-inflated hot-air balloon 
representing the region's stockmarkets, 
with the title “Time to bail out?" It was. 
€ I TRUST that over recent weeks the 
REVIEW has not laid itself open to the 
charge of “hyping up” the story of the 
election of Japan's new prime minister, 
and the same goes for the coverage of 
Noboru Takeshita's success and of one 
of the most pressing problems he faces 
— that of land — in this issue. With the 
greatest of respect for Takeshita's per- 
sonal qualities and for those of the other 
contenders, one has to ask the question, 
posed in REVIEW columns repeatedly: 
will the result of the election make any 
real difference anyway? Will the new 
prime minister, locked into Japan's bal- 
ance of power between the Liberal 
Democratic Party factions, the bureau- 
cracy, the interests of Japan Inc. and 
those of the landowners and farmers be 
able either to make the necessary deci- 
sions, or to implement them if made? 
€ AS Murray Sayle has pointed out 
(REVIEW, 30 Apr.), the situation has 
some parallels to the choices faced by an 
industrialising Britain in the first part of 
the 19th centurv. London had either to 
go on protecting its farmers and land- 
owners or plump for modernity, man- 
ufacturing and free trade by repealing 
the Corn Laws. Something of the same 
dilemma faces Tokyo. But Japan's ba- 
lanced consensus of interests almost 
precludes decisive action. 
€ NAKASONE will doubtless be dis- 
appointed not to have acquired the 
extra laurels and prestige of elder states- 
manship which would have accrued to 
him had he served another few weeks 
and completed his five years as prime 
minister. During his term of office, he 
has walked a tricky tightrope. Despite 
upping the defence budget, he has pre- 
sented a liberal, internationalist image 
to the outside world, that of the com- 
municative “Yasu.” At home, he has 
played the nationalist, emphasising the 
traditional "virtues" of the Japanese 
national character, and encouraging 
studies of “Japaneseness” — in other 
words those traits which allegedly make 
Japanese different from other people. 
Occasionally this schizophrenic per- 
sona has spilled over Japan's frontiers. 
Non-Japanese reacted angrily to Yasu's 
official visits to the Yakusuni Shrine 
honouring Japan's war dead (including 
those branded as criminals), to the re- 
writing of World War II history books 
and to the prime minister's remarks 
about the advantages of Japan's racial 
homogeneity. When his former educa- 
tion minister implied that the Koreans 
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had only themselves to blame for being 
occupied by Japan, Nakasone had to 
apologise to Seoul — which further in- 
creased the nationalistic fury of his own 
supporters in the party's rightwing. 
Which further infuriated the Koreans. 

But his “strong-man” image at home 
did not translate into much in the way of 
decisiveness in dealing with the deepen- 
ing problems of land, of the budget de- 
ficit and taxation and of Japan’s exter- 
nal economic relations. There seems lit- 
tle ground for hope that his successor 
will prove more positive. 
€ PRIDE in Japan's traditions can in- 
spire even those who write the blurbs 
for gramophone records. Peter Manuel, 
purchasing a recording of Japanese im- 
perial court music, Gagaku, in New 
York, found an accompanying intro- 
duction which stated boldly: “There are 
no such examples in the world of old and 
new that one occupation was inherited 
in a successions of family tree of more 
than a thousand years to foster a tradi- 
tional art.” 

It went on to wax lyrical about the ar- 
tistic dedication of musicians. “Having 
been a traditional or naturalized art of 
performance, the Gagaku has served 
ritual ceremony for the Imperial House- 
hold, as well as for the shrines and tem- 
ples of Kansai districts, and became re- 
garded as an important culture, the 
significant of society. The emperors in 
succession and their peers have strived 
to master the art of Gagaku, and it 
seemed finer do they play, higher do 
they ranked. So did they strived, and 
how did they strived have been well de- 
scribed in many a passage of classic liter- 
atures.” 
€ ANOTHER record blurb, purchas- 
ed by Kenneth Gallaher, also rings with 
more than a touch of | cultural 
chauvinism. It describes the growing 
popularity of something called “New 
Age Music” — which seems to be a 
windy version of “Mood Music” — al- 
leging that its fans in Europe, the US 
and the developed Asian countries 
“have not cared about the quality of it’s 
sound and they do not have their favo- 
rite musicians” (which seems unlikely). 
Now of course Japan is into the act with 
sound quality “very high and natural.” 
In fact, the blurb continues, “The con- 
cept . . . is pointed that our albums 
should be recorded on 100% Japanese 
own feelings which have been growth by 
Japanese nature and philoso. When 
you meditate on our series, you should 
experience some differences from medi- 
tation on Western ‘New Age Music’.” 

è THE Japanese do not like being call- 
ed “Nips” or “Japs,” though, if itis possi- 
ble to strip such diminutives of their 
World War II overtones, it is difficult to 
see why (the American do not object to 
“Yanks,” Australians accept “Aussies” 
and the British “Brits”). But perhaps the 





term is no longer considered derogat- 
ory; Bill Purver photographed this sign 
outside a hair salon in Sendai, complete 


with a katakana transliteration: 





e READERS still send in examples of 
amusing T-shirt mottoes. One from 
Australia worn by an attractive young 
lady read "— peaches. You sup- 
ply the cream, while Ivan Nomoor spot- 
ted a T-shirt worn by an American lady 
reading I AM A VIRGIN with another 
line below in smaller letters: This is a 
very old T-shirt. 

The Japanese do not go in for such 
pointed wit, but windy word-poems, 
something more like *New Age Prose." 
Take this one, on a T-shirt bought by 
Debby Fordyce's husband: 


FOR YANKEE GIRL 
 DIZZY & MILKY 





AND THE 
“GLAMOUR” 
—————————————Óáá— 
ALL TICKET SOLD OUT 


Or this one — actually on the front of 
a nightshirt: 





EATEN SPOT 
€ IN a Western bar, I have often heard 
calls for a "flushing beer"; the Japanese 
(like the Chinese and the Koreans) 
often become flushed after the smallest 
alcoholic drink. I am not sure which use 
of the word the makers of Hakushika 


(White Dger) sake rice wine had in 
mind: 


Try Hakushika, you will be 
usually flushed with it. 
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PHILIPPINES 


Stiffer stance on bases? 


Manglapus' appointment could sharpen foreign affairs focus 


By James Clad in Manila 


nuu in Washington and the 
Asean regional capitals expect Pre- 
sident Corazon Aquino's appo:ntment 
of Raul Manglapus as foreign secretary 
(REVIEW, 22 Oct.) to stiffen Manila's 
stance in talks starting next year to 
renew a 25-year treaty governing US 
military bases in the Philippines. The 
69-year-old senator, who in the past has 

used neutralist views, succeeds 
Vice-President Salvador Laurel, who 
De |n as foreign secretary in Sep- 
tember after growing political estrange- 
ment from Aquino. 

Manglapus’ knowledge of his new 
portfolio began 33 years ago as under- 
secretary of foreign affairs. He alsc 
briefly served as foreign secretary in 
1957. Afterwards he spent most of the 
time as a member of the old Philippine 
Senate, going into exile in the US when 
former president Ferdinand Marcos de- 
clared martial law in September 1972. 
He became a prominent Filipino emigre 
leader and now heads the small Na- 
tional Union of Christian Democrats. 

The long, often lonely years of exile 
sharpened Manglapus' views about US 
influence in the Philippines, which he 
sees as obs by its colonial past. He 
has also at times scemed bitter about the 





PAKISTAN 


long US support for Marcos. With the 
exception perhaps of Senate colleague 
Leticia Shahani (also a former under- 
secretary of foreign affairs), Manglapus 
has spoken most frequently about the 
need to evolve a quasi-neutralist foreign 
policy. At the very least, these views 
will mean a sharpening of sensibilities 
about sovereignty now that he is foreign 
secretary. 

In certain other views Manglapus 
also differs quite markedly from Laurel, 


The unseen Soviet hand 


Bombings and intrusions put pressure on Afghan policy 


By Husain Haqqani in Islamabad 


NL of apparently unrelated in- 
cidents, including terroris: bombs 
and three *accidental" Soviet aerial in- 
cursions into Pakistan, is causing con- 
cern that the Soviets may be orchestrat- 
ing moves to cause Pakistanis to ques- 
tion the possible costs of continued sup- 
port for the Afghan mujahideen rebels 

According to intelligence sources, 
there is some evidence that the Soviets 
have increased their direct involvement 
in the recruitment and training of Pakis- 
tani tribesmen for terrorist activities in 
the country. 

Public sentiment against the govern- 
ment's Afghan policy has steadily in- 
creased since the rise in terrorist bomb- 
ings, which have resulted in more than 
200 deaths and 700 casualtiesjn 150 inc:- 


| 


dents since the beginning of this year. | 


part in the drop in support for Afghan 
refugees and the mujahideen. 

ntil recently, the government 
blamed Khad, the Afghan counterpart 
of the Soviet KGB, for being behind the 
bombings as well as for inciting com- 
munal violence. But the destabilising ef- 
fect of Khad activities seems to have de- 
clined as people become used to its tac- 
tics of violence and terrorism. 

Most Khad operatives arrested be- 
fore August denied contacts with the 
Soviets and this was seen as an indica- 
tion of Moscow’s desire to avoid impli- 
cation in Khad's covert operations. But 
recently arrested terrorists have told in- 
terrogators of receiving instructions 
from the Afghan secret police in the 
passe of Soviet personnel and some 

ave named Soviet instructors who al- 


Worsening ethnic and communal ten- | legedly trained them in subversion. 
sions, which have led to sporadic vio- 
.lence in several cities, have also played a 





| 


During the past few weeks, three 
separate incidents of Soviet military 


who said he had left the cabinet because 
of "fundamental differences" with 
Aquino over the campaign against the 


. communist insurgency. Laurel (who re- 


tains the elected office of vice-presi- 
dent) more recently called for stepped- 
up military attacks on New People's 
Army guerillas. 

By contrast, Manglapus occasionally 
has urged legalising the Communist 
Party of the P pones though he is a 

litical centrist. He says bringing the 

ard Left into the legal political arena 
would diminish its ap far more than 
keeping it illegal, embattled and under- 


_ ground. As the new foreign secretary, 


however, these views have caused some 
misgivings in the Asean region. 
Manglapus’ desire to reach a region- 
al consensus about the security advan- 
tages of the US bases also unsettles 








helicopters “straying” into North-west 
Frontier Province were also reported, 
and some observers suggest these might 
be intended to frighten the Pakistani 
public. 

Publicly, the government has played 
down the significance of the helicopter 
incidents to avoid causing alarm. Pri- 
vately, officials have suggested that the 
Soviets were deliberately conveying the 
impression of increased involvement. 

Intelligence sources have also 
warned of renewed pro-Soviet activity 
in Baluchistan, where an Afghan- 
backed insurgency was fought off by 
Pakistan troops in 1973-77. Baluch 
separatist leader Khair Buksh Marri has 
e members of his tribe to move to 
Afghanistan to prepare for a new round 
of fighting, and 5,000 tribesmen are be- 
lieved to have crossed the border in re- 
sponse to his call. 


ll these related moves are said to be 

part of the Soviet strategy to frighten 
Pakistan into acquiescence over Af- 
ghanistan by raising the cost of the gov- 
ernment's Afghan policy in public eyes. 
At a time when Islamabad's relations 
with the US are somewhat shaky over 
the nuclear issue, Pakistani politicians 
may well demand a review of the policy 
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some Asean members. At a conference 
in Singapore just before Aquino an- 
nounced his appointment, Manglapus 
said Asean countries must decide whe- 
ther they want US bases in the Philip- 
pines for the region's security. 

If they do, he reportedly said, they 
must be “prepared to share the benefits 
and risks of the US military presence." 
Without such consensus, he intimated 
the rationale for the bases would be- 
come less compelling. But showing 
overt support for retaining the bases, 
which all Asean countries quietly de- 
sire, conflicts with some members' os- 
tensibly non-aligned policies. 

The Philippine Senate confirmed 
Manglapus’ appointment on 13 Oc- 
tober, and his move into the cabinet 
means he has to resign his Senate seat. 
A constitutional clause allows a special 
election to fill the vacancy, but this is 
not obligatory. Aquino has already indi- 
cated that she sees no compelling need 
to have a full, 24-member tees] The 
seat could remain vacant until the next 
national elections, in 1992. (Philippine 
senators are elected by a nationwide 
constituency.) h 

Manglapus' appointment may hel 
arrest the je of drift afflicting the 
Philippine foreign service. Diplomats 
sometimes said Laurel politicised their 
department, and the local press has car- 
ried charges of nepotism. Welcomin 
Manglapus’ appointment,  Shahani 
made the barbed comment: “You need 
a professional in the department of 
foreign affairs. It cannot be handled by 
a fly-by-night amateur operator.” 4g 


































towards Afghanistan to avoid reprisals 
in the form of terrorism and Soviet-in- 
spired internal violence. 

There are several reasons why Soviet 
pressure should be applied in this indi- 
rect way. First, the Soviets have been 

romoting their image as peace-seekers 
in Afghanistan as elsewhere and direct 
exposure of attempts to frighten Pakis- 
tan would not sit well with that image. 
Second, the objective of coercing Pakis- 
tan into accepting an Afghan settlement 
on Soviet terms can probably best be 
achieved through indirect action rather 
than outright bullying, which could 
strengthen US-Pakistan collaboration. 

Third, the entire coercive effort is di- 
rected at Pakistani public opinion and 
its purpose is to make people realise the 
danger of, and encourage the desire to 
avoid, confrontation with the Soviets — 
something several politicians have al- 
ready started advocating. 

Fourth, opon threats or pressure 
could jeopardise the several levels of 
talks currently going on over Afghanis- 
tan between Pakistan, the Soviets, the 
US and Afghanistan. The Soviet stra- 
tegy is seen by observers as being to 
negotiate with a frightened Pakistan 
rather than to cause a Pakistan walk-out 
of negotiations. 













































FIJI 


The colonel consolidates 


Commonwealth excludes Rabuka's republic after Ganilau resigns | 


By Robert Keith-Reid in Suva 


p? Sitiveni Rabuka's ethnic Fijian- 
controlled republic is now an undis- 
uted fact. On 16 October, after nearly 
ive months of attempting to reconstruct 
a democratic government in multi-racial 
Fiji following the two coups mounted by 
the colonel, Ratu (Chief) Sir Penaia 
Ganilau accepted defeat by offering his 
resignation as governor-general to 
Queen Elizabeth fi 

The queen, Fiji’s sovereign since the 
country gained independence from 
Britain in 1970, accepted the resigna- 
tion in Vancouver, where she was 
attending the Commonwealth Heads 
of Government Meeting (CHOGM). 
She said it was sad the ending of 
allegiance to the throne had been 
brought about without the Fijian people 
being given an opportunity to express 
their opinion. She added the Fijians 
might as well be left alone to solve their 

itical and racial prob- 
ems by themselves. Indians 
make up 49% of the popu- 
lation and ethnic, mostly 
Melanesian, Fijians 46%. 

The queen’s remarks 
confirmed the severing of 
Fiji’s 113-year-old link with 
the crown and preceded its 
exclusion from the Com- 
monwealth — formally de- 
clared by the CHOGM a 
couple of days later. 

Meanwhile, in Suva, 
Rabuka sacked the coun- 
try's seven judges, three of 
them British, and all magis- 
trates. He said replace- 
ments would soon be 
named by a judiciary committee 
appointed by himself. One expected 
appointment was Vijaya Parman- 
andam, a prominent Indian lawyer 
and politician who in recent years 
has functioned as an independent MP 
after switching from one party to 
another and back. 

Rabuka is running the country with a 
council of 20 ministers, with himself as 


. head of state, home affairs and public 


service minister. 

Except for one  part-European 
member and two Indians, Rabuka's 
council was made up of ethnic Fijians. 
They include seven former MPs of the 
Alliance Party, which ruled Fiji from 
1970 until its defeat by an Indian-domi- 
nated coalition in April, triggering 
Rabuka's first coup. The council also in- 
cludes members of the Taukei (Land- 
owners) Movement, the small group of 
Fijian extremists who are firmly behind 
Rabuka, as well as Sakiasi Butadroka, 
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the leader of the small Fijian National 
Party, who was talking of the need to de- | 
port the majority Indians in the 715,000 | 
population as long as 10 years ago. | 

Rabuka announced on 19 October 
the two prominent Indians who had 
joined his council. They were Ahmed 
Ali and Irene Jai Narayan. Narayan 
switched to the Alliance m last year 
from the Indian-backed National Fed- | 
eration Party — which together with the | 
ethnic Fijian-backed Fiji Labour Party - 
formed the coalition which won. the 
April election. Narayan has been 
named minister for Indian affairs. | 

By mid-November, Rabuka's law- | 
yers expect to have ready a draft con- | 
stitution for approval by the Great | 
Council of Chiefs. The document is ex- | 
pected to give ethnic Fijians about 40 — 
seats in a single chamber of about 70 — 
members and to reserve the positions of — 
president, prime minister - 
and foreign minister for 


n ol 


Fijians. Rabuka hopes | 
Ganilau — his own | 
paramount chief under | 


the traditional system — - 
will agree to be presi- i| 


dent. id it 

It would be a surprise if — 

^| Ganilau accepted the posi- 
| tion, as both he and others- 
are said to be deeply dis- 
mayed by Rabuka's action | 
in staging his second coup | 
on 25 September afterhav- | 
ing indicated, just a few | 
days before, hissupportfor | 
a scheme for solving the | 
constitutional mess created 
by his first coup in May. X 

The latest development appen to | 
have left in limbo Timoci Bavadra, who | 
was deposed by Rabuka as prime minis- | 
ter in May but remains, in theory, head | 
of the bour party. After being | 
bravely defiant initially, Bavadra and — 
his supporters appear to have become | 
resigned to the fact that for the next few | 
months it will be wiser to remain silent. | 

The immediate prospect for Fiji is | 
the crumbling of its narrowly based | 
economy, signified by a 15.25% devalu- | 
ation of its shaky dollar on 6 October, 
following the 17.75% devaluation made 
necessary in June following the first - 
coup. 

Most observers agree that the second 
devaluation is only a hint of the 
hardships ghat will really begin to be felt 
in a couple of months’ time, following | 
disruptions ®caused by the political un- — 
rest, to the sugar and tourist industries |- 
which underpin the economy. u 
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y Hamish McDonald in Port Hediand 

S nowy Judiamiah comes in from the 
Ww desert when the Port Hedland police 
send word that more of his people are in 
trouble, in jail. Judiamiah brings stronger 
young men, collects the drunks, pays 


eir fines, and takes them back. 
(The return trip is out along the grave: 


the even lonelier road to the Telfer golc 
mine, beyond a sign that says “Cautior 
— no fuel available beyond this point 
and’ along another side-road that is 
mostly just two sandy ruts in the sun- 
bleached spin:fex. 

Beyond the last fences of the last pas- 
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‘countless generations to elders like 












oad towards Marble Bar, a turn along. 


poor fellow, their country 
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diamiah. The camp is the latest stag- - 


g point, and probably not the last, ia called Donald McLeod. When the 
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his peopie’s saga of cultural survival in 
modern Australia. 

Across Australia, about 10,900 
Aborigines live in some 600 large and 
small “out-stations” or “homeland” 


enowe 


for the majority this is a last-ditch at- 
tempt at cultural autonomy. They pose 
a distinc: challenge to provision of gov- 
ernment services, let alone empioy- 
ment, though the federal parliament's 
Standing Committee on Aboriginal Af- 


| fairs urged in March that remoteness 
and small size not be allowed to deter 


provision of medical services, appro- 
priate schooling and economic projects. 
This particular withdrawal from the 


the law of the police anc magistrates | “whitefella” world began in 1946, when 


town, but traditional Aboriginal law | 
areligious exposition of relationships — tle and sheep stations for rations and 
tween men and nature handed down | token wages walked off the job, assisted 


| and advised by a White mineral pros- 


Aborigines working on the Pilbara cat- 


pector and self-educated "bush lawyer" 


| strike ended two vears later, about 
+ 1,000 Aborigines stayed with McLeod. 
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Long before Lang Hancock and Peter 
Wright made the Pilbara iron ore dis- 
coveries, McLeod's Mob (as they be- 


|! came known) made a living sifting allu- 


vial tin, wolfram and other minerals. 
State authorities evaded their perennial 
requests for a school, used a pretext to 
revoke the pastoral lease on a cattle sta- 


| tion they had bought with their own 


money, and constantly sought to bring 
them back to dependency. — 

In 1972 the Aborigines tried again. 
The political climate was better: the 
Aboriginal land-rights movement was 
stirring the national conscience, at least 
in the cities, and assimilation was being 
abandoned in policy, if not practice. 
And Gough Whitlam's Labor govern- 
ment was elected to power in Canberra. 
The group bought the extensive Strelley 
cattle and sheep station 60 km southeast 
of Port Hedland, and moved to a tent 
village near the old homestead. 

Again the Western Australian state 
government quibbied about providing a 
school. Eventually the group set up 
their own independent school, gaining a 
federal government subsidy in the last 
few p of the Whitlam government in 
1975. To this day the state government 
has not yet transferred the title. 
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Together with neighbouring proper- 
ties picked up as they came on the mar- 
ket, the group controls 400,000 ha of 

razing land. It earned A$150,000 
US$109,000) from cattle sales last 
year. Pensions, child benefits, and un- 
employment benefits are signed into a 
common account. Everyone gets ra- 
tions — flour for “damper” (unleavened 
bread), meat and tea seems to be the sta- 
ples — and A$15 a week “pocket money.” 


At some years, a new cyclone- 
proof school building went up at 
Strelley, along with a printing shop pro- 
ducing materials in the Nyangumarta 
language. Specialist teachers were re- 
cruited to draft an educational program- 
me in which literacy is achieved in the 
vernacular before English is used as the 
medium, around the age of 10 or 11. 
Strelley became a model for other tradi- 
tional Aboriginal groups. 


But Strelley is now all but deserted. 
The group has shifted its headquarters 
100 km further inland to Warralong Sta- 
tion, where power and water supplies, a 
school house, housing for doctors and 
teachers have also had to be provided. 
"Strelley was too close to town," ex- 
plains Sambo Byna, one of the elders. 
"Taxis would come out from Hedland 
and pick people up, bring drunks back. 
The younger generation — we were 
frightened about them. We didn't want 
them to go the other way." 

Even Warralong has been found to 
be too close. It takes only a couple of 
hours to walk to the Marble Bar 
road. Few drivers will ignore a hitch- 
hiker in this country. In Hedland, 
a declaration at Social Security gets 
welfare cheques switched instantly 
out of the cooperative. Only 60 or 
so people remain at Warralong, older 
men and their families. Even they 
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s figures are even more b 
Eylandt, no one had been to Darwin Jail before the 


BHP mine started 20 years ago. Now almost all 
the adult males have served a stretch. 
- Areas Dru pelau vnl tbe henry 
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talk of moving out to the desert. 
dry, in every sense. Family “camps” of 
corrugated iron, brushwood and canvas 
shacks are scattered across the plain, 
Water comes from bores. All showwary- 
ing degrees of foecal contamination. 
When the windmills stop, as they have 
for three days running, no water flows. 
Even in early spring, the temperature 
can get to about 40"C by mid-morning. 
The last resident doctor has quit, and à 
nursing aide has to cope with rampant 
ear and eye infections, diarrheoa, head 
lice and scabies. Three White teachers 
live in caravans, and teach in huts that 
are windowless tin ovens with dirt 
floors. 

When this writer arrives, a mysteri- 
ous bustle pervades the settlement, cir- 
cumspectly referred to as "the busi- 
ness." Some of the young men are being 
initiated. Judiamiah, a spare, dignified 








were involved — such as using “unseemly words” in 
public. 
Consideration of the social background has to 


count in more serious cases, however, since the 


murder trial of a quas Aborigine sined Shays Poter fen 
a reserve in - Peter was found guilty of the 
and imm released on 





down on the reserve. | 
Through all the cases of violence and crime a river of al- 
cohol runs. The society that condemns the Aborigines for 
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man who drove from  Warralong 
placidly rolling cigarettes from his tin of 
Log Cabin Fine Cut, has disappeared 
into a circle of people who sit all day 
under a trec. Older men, come and go. 
jumping into vehicles and driving ur- 
gently over the crest of a low hill nearby. 

The candidates have been out in the 
bush for several days. Details of their 
initiation are kept from outsiders, non- 
initiated pecple and women. Circumci- 
sion, ceremonial parting from mothers 
and womenfolk, knowledge of the land 
and its life-forms, oral history of legen- 
dary ancestors like the Mungan 
brothers who travelled far across the 
continent, and above all the law that 
sets down correct behaviour and re- 
lationships. 

Late in the afternoon, Judiamiah 
drives back to the camp before going 
out to spend the night with the initiates. 
He sits on the ground in the shade, 
talking. His hope is for funding to im- 
prove life at the camp, and get some 
economic activity going (McLeod, now 
near 80, is looking at raising fat-tailed 
sheep for the Middle East). “We are not 
running away from the towns,” Judiah- 
miah said. “We are running away from 
the grog, that's what's killing our law." 
The people who move to the towns for- 








Noble savage one century, 


pet the intricate rules of the law about 
ow tae four tribes in the community 
may mix, who can marry from which 
group. avoiding in-laws. "In the old 
time, as soon as the business [cere- 
monies] started, the people knew where 
to go. This time we've got to go into 
town and chase them out." To Judiamiah 
the freedoms enforced by well-meaning 
Whites have hastened the destruction of 
the law. “When they got free rights, when 
everyone cam go into the pub, when 
they've got bottle shops everywhere — 
what is it for? To kill the people?" 

That the law stands in the way of eco- 
nomic development is accepted. “The 
law must come first,” insists Judiamiah. 
It does, constantly upsetting plans by 
White support staff, outside agencies 
and contractors because of ceremonies 
held with little or no notice given. One 
of the initiates, Colin Yabarla, 17, 
misses out on a fully funded two week 
course at Broome on maintenance of 
the electrical generator. 

Although schooling was keenly 
sought from the earliest days, the West- 
ern cortent has been subordinated to 
traditional law. Teachers work through 
the group’s adults, and are responsible 
to them rather than education au- 
thorities. The objective is not to turn 


tourist attraction the next 


oe they make up only 1.42% of 
the 16 million Australians counted 
in last year’s census, the Aborigines are 
a people rebounding rather than dying 
out — as was piousl edicted bv 
settlers, politicians and churchmen as 
late as the 1930s. 

The number declaring themselves 
Aboriginal 227,645 (of which 

rhaps 1096 were actually indigenous 

elanesians in the Torres Strait area; 
— was a 42.4% increase on the figure in 
the previous census in 1981, against & 
general population increase of only 
7.4%. 

This does not indi- 
cate an astonishingly 
high birth rate, nor 
merely that official def- 
initions of an Aborigine 
have been loosened (to 
include anyone with 
səme Aboriginal blood 
who identifies with and 
is accepted by an 
Aboriginal communi- 
ty). Rather, that more 
Australians are proud or 
confident enough to 
come out as Aborigines 
— in particular, those of 
mixed race who previ- 
ously might have tried to 
“pass” as non-Aborigi- 





nal because of inculcated shame anc dis- 
crimination. 

Formal barriers of discrimination 
have largely disappeared since student 
Charles Perkins (the first Aboriginal 
university graduate and now head of 
Canberra's Department of Aboriginal 
Affairs) led a *freedom ride" through 
the courtry towns of New South Wales, 
barging into hotel bars, cinema seats 
and municipal swimming pools previ- 
ously barred to Blacks. However, infor- 
mal discrimination and racist attitudes 
still abound — more openly displayed 














































































out young adults easily familiar with the 
Western world, but to give what 
Aboriginal educationist Eric Willmot 
calls *technical literacy" in English. 
Leslie Ankie, one of the ad pris 
law-carriers, said they preferred to have 
experts in to train young people in skills 
rather than send the young away: "The 
young one can’t be too much White and 
e can’t be too much Blackfella, he has 
to be somewhere in the middle. But if he 
goes too far away he is going to lose him- 
self.” Itis more than just the fear of old 
people being left alone. 


M any Whites and town Aborigines 
— those who have crossed the fron- 
tier into the jobs, houses and lifestyle of 
the general community (and of course 
lost the law) — wonder how long it can 
work. What happens if the dole is cut for 
those who won't move to where there is 
work? How long before oil, uranium or 
else is discovered at 


"^ 


soon, on satellite TV). The boys come 


the further west and north one goes. 
A country that for a long time de- 
fined its identity by race — until the re- 
moval of the *White Australia" immi- 
gration policy in the late 1960s — has 
been grappling awkwardly with an 
Aboriginal minority that is not only 
growing, but pursuing recognition along 
sometimes uncomfertable lines. 
Aborigines have rarely behaved ac- 
cording to White expectations. Captain 
Arthur Philip, who arrived in Sydney 
200 years ago come January with trans- 
ports full of convicts and marines, as- 
sumed that the noble savage living in a 
“state of nature" which had been idealised 
in 18th century salons would quickly be 
attracted to a superior civilisation. He 
was soon disabuse: the Aborigines of 
Sydney kept their distance. A Sydney 
tribesman named Ben- 
nelong, taug English 
andtakento London, re- 
turned as a drawing 
room ornament but 
quickly became a drun- 
ken laughing stock 
amor g hisown people. 
The colonisers made 
no treaty with the native 
people. They were not 
confronted by great 
tribes and nations with 
obvious chiefs, as in 
North America and 
Polynesia, but by small 
bands of nomads who 
seemed to have made no 
apparent marks, such as 
through cultivation, 
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alive at cattle-mustering time, and 
champ at the bit the rest of the year. 
Some of the teenage girls rail at the sys- 
tem of arranged marriages, usually to a 
much older man. 

But back in the air-conditioned 
shopping mall at South Hedland, 
Aboriginal teenagers sprawl on benches 
and watch enviously as the shoppers — 
white Australians in summer dresses or 
shorts and thongs, some Cocos Island 
Malay women in long dresses and 
headscarves — move along the endless 
racks of K-Mart. 

Around the back of the K-Mart, 
past the Liquorland shop and across a 
drainage ditch, à knot of Aboriginal 
men and women, faces deep shadows 
under the intense sunlight, sit in a patch 
of red dirt. They lurch, raucous voices 

across, arms wave bottles. 
ese are some of the "drain peo- 
" "—the Aborigines who haunt the K- 
art, blowing their welfare cheques on 
alcohol, scavenging the rubbish bins for 
food when the money and drink runs 
out, sleeping in the drains. On cold 
winter nights some will die of exposure. 
Anytime, some may fall ill from food- 
poisoning or into a diabetic coma. 

Over in the old town of Port Hed- 

land, covered with red dust from the 


on the land. The settlers thus felt en- 
titled to take unoccupied land; lands 
further afield would be just as useful for 
the Aborigines. Later court rulings con- 
firmed the “terra nullius" (vacant land) 
concept. 

(Modern archaeology is rapidly show- 
ing that the Aborigines profoundly 
changed the landscape of Australia, by 
firing undergrowth, to create a kind of 
open pasture. Settlers merely brought 
new animals and wire fences. Aborigi- 
nal groups were nomadic only within 
defined areas and had a deep sense of 
local possession, sometimes down to in- 
dividual rocks and trees.) 


T Aborigines thus came to be re- 

pe as vermin, killed with impun- 
ity by Whites because the evidence of 
heathens was not accepted in courts. 
Tasmania had its notorious cordon in 
the late 1820s, in which a line of soldiers 
and armed settlers tried to sweep 
Aborigines away from settled lands. 
Poisoned flour or small-pox-infested 
blankets were used elsewhere to 
achieve the same objective. The last 
massacre involving police was as recent 
as 1929, when Aboriginal men, 
women and children near Coniston in 
the Northern Territory were shot in re- 
prisal for the murder of a White dingo- 
trapper who lured away an Aboriginal 
woman from her husband. The police- 
man who led the raid was not punished. 

In the second half of the last century, 
London attempted protective policies 
but these were often nullified by colo- 
nial parliaments set up from the 1850s. 
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iron ore loader the urine and vomit-in- 
grained police lockup has disgorged the 
daily court-list: shoplifting, breaking 
and entering, car-theft, drunkenness, 
urinating in public, fornicating in pub- 
lic, offensive behaviour, etc. A 21-year- 
old Aboriginal girl is up for drunken- 
ness, but the charge is dismissed: it is 
her first arrest this month (a second of- 
fence would bring an A$10 fine, the 
third A$25 and the fourth five days' 
jail). Relatives collect her. Word gets 
out that she tried to hang herself in the 
South Hedland police cells. 

The girl's home is the 12 Mile Re- 
serve, a squalid  government-built 
Aboriginal settlement just north of Port 
Hedland and before 600 km of nothing 
to Broome. Two-room metal houses 


The act of the British parliament giving 
Western Australia sovereign power in 
1889 under its own constitution in- 
cluded a provision (Article 70) that 195 
of state revenues be set aside thereafter 
for the education and welfare of 
Aborigines. This was ignored by the 
new Perth government, and eventually 
repealed by its own legislation in 1906 
— though this never received royal as- 
sent and may prove invalid if tested. 

But protective policies gradually be- 
came the norm, with Aborigines given a 
status as wards of the state which histo- 
rian Paul Hasluck (later a federal minis- 
ter and governor-general) likened to 
that of a "congenital idiot" under Bri- 
tish law. Aborigines lost any rights to 
control their own property, and even 
rights to their own children. Reserves 
and church missions were set aside, but 
these were regarded as temporary 
abodes for a race that would die out. 
When the reserves became needed for 
mining or farming, their occupants were 
dispossessed a second time. 

At the end of World War II, which 
had given many Aborigines paid work 





with outside washbasins, toilet blocks, a j 


couple of windmills and watertanks next 
to a dried-up creek. Old people r 
cards on the floor of one house, children 
ride bikes outside. 


"We need Snowy to come . . .” someone 
said, referring to Judiamiah. u 





in northern towns, the protection policy 
was replaced by one of assimilation. 
The goal, as defined in 1951, was all 
Aborigines attaining “the same manner 
of living as other Australians, enjoying 
the same rights and privileges, accept- 
ing the same responsibilities, on servin 
the same customs and being inftücoubd 
by the same beliefs, hopes and loyal- 
ties." Many of the protective controls 
rémained in practice, with the new pol- 
icy justifying interference in all aspects 
of life to make Aborigines more like 
Whites. 

In the 1960s came another assault on 
remaining traditional communities in 
the Northwest, when iron ore and 
uranium discoveries brought camps of 
miners who made drunks and prosti- 
tutes of Aborigines. Even the recent 
tourist boom, based in large part on sell- 
ing the Aborigine as an attraction, con- 
tinues the devastation. Just across from 
the Sheratgn Hotel in Alice Springs, the 
local council shaved the end off a rock 
representing a mythical caterpillar in 
order to widen the road an extra foot, 


and trail-bikers barge through Aborigi- . 
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nal ceremonies. Aldermen complain of 
the town being "ring-barked by sacred 
sites" instead of seeing them as an extra 
dimension to a crass town. 

Widespread exposure of squalid liv- 
ing conditions yielded a 93% “yes” vote 
in a referendum in 1967 to give the fed 
eral government the constitutiona 

wer to make laws in Aboriginal af- 
airs and include Aborigines in the ma- 
tional census. This was soon followed by 
the repeal of restrictive state laws (ex- 
cept in Queensland, where the protec- 
tion system remained until 1984), and 
the extension of federal welfare benefits 
and wage awards to Aborigines. 

A new policy took hold in adminis- 
trations, that of “integration,” whereby 
minorities retained cultural differences. 
Later policy shifted to “self-determina- 
tion” (under Australian Labor Party 

vernments) or “self-management” 
Baer conservative governments). 

The Abo-iginal drive for title to trad- 
itional lands led to the Abort 
nal Land Rights Act, drafted by 
Gough Whitlam’s Australian 
Labor Party government in 1975 
and passed by Malcolm Fraser’s 
conservative government in 
1976. This covered the federal- 
controlled Northern Territory, 
and gave inalienable title to 
traditional lend where it was al- 
ready reserved or vacant crown 
land. Owners had the right to 
veto mining activity, though this 
could be overridden in the na- 
tional interest by the governor- 

eneral with the approval of par- 
lament. 


3 es years after the ref- 
erendum the momentum for 
reform has dwindled. Mining 
and ranching lobbies have suc- 
cessfully played on fears and 
prejudices, suggesting that land 
rights set Aborigines above the 
rest of the country or that it was "apar:- 
heid in reverse." Aware of a White 
backlash that could have cost the AL? 

vernment in Western Australia, Prime 

inister Bob Hawke's federal govern- 
ment in 1984 dumped ALP policy to use 
the 1967 power to apply the Northern 
Territory model in a national lanc- 
rights law. The states were left to 
make their own, much more qualified, 
laws. 

Employment is scarce in rural areas 
for all, but Aborigines have an un- 
employment rate of at least 50%, six 
times the national average. Average in- 
comes are half those of other Austra- 
lians. Life expectancy at birth is 20 years 
less, and child mortality is three times 
the national average. Only 17% of 
Aborigines finish high school. 

In many cases the result has been a 
pattern of violence turned mostly or 
themselves and their surrgundings, OC- 
casionally breaking out at the au- 


_ thorities in their lives — the police anc 


publicans. Housing is vandalised, left 
surrounded by acres of broken glass and 
wrecked cars. Wives get their jaws 
broken, children go to school without 
breakfast because the pension or dole 
goes cn drink. 

In the fiscally pinched 1980s, this has 
added to opinion that welfare is wasted, 
or counter-productive. Even some 
Aborigina! leaders have their doubts. 
Margeret Valadian, co-director of an 
Aborizinal management school im Syd- 
ney, is one: “As a consequence of well- 
intentioned policies, we became very 
dependent on government funding and 
we lost our self-initiative and volun- 
teerism. About 70% of our community 
are now dependent on government 
funding in one form or another.” 

In education, Valadian accuses 
“media-created” Aboriginal spokes- 
men of creating a myth that Aborigines 
were unable to succeed in_ the 
mainstream educations system. Vala- 





dian urges more emphasis on “develop- 
ment” and material areas than on “emo- 
tive” programmes. 

The search for a new direction has 
undoub:edly been accelerated by the 
approaching bicentenary of European 
settlement, and perhaps by the barbs 
thrown back by France and South Af- 
rica in reply to Canberra's highly vocal 

ition on apartheid and New 
Caledonia. In the latest federal budget 
(for July 1987—June 1988), spending on 
Aborigines was one of the few areas ex- 
panded, rising 8% in real terms to 
A$672 million (US$488 million), or 
nearly A$3,000 for every Aborigine. 
More daringly. Hawke has also revived 
the idea of a “treaty” with Aborigines to 
set race relations on a dignified footing 
and repair the omission of 1788. 

The treaty proposal had been raised 
in 1976 by a group of respected white 
Australians (including former central 
Pu go H. C. Coombs and the 
late Charles Rowley, a noted scholar of 





Australia's racial and colonial policies) 
but had failed to reach the mainstream 
political agenda — having met wide- 
spread cynicism about :ts utility and in- 
ifference to its moral pov 

Hawke apparently had not prepared 
his staff or even his Minister for Abori- 
ginal Affairs Gerry Hand for the idea. 
Rather than a *treaty" enshrined in the 
constitution, he hastily amended his 
proposal to a “compact” that could be 
preamble to forthcoming legislation on 
new bureaucratic handling of Aborigi- 
nal matters within a few months. It was 
"boring" to discuss the difference be- 
tween the two. 


Son Aboriginal leaders said this 
showed Hawke had not grasped the 
issues involved, or was hoping that just 
some pious words that would still 
Aboriginal anger during the bicenten- 
nial celebrations. Certain conservatives 
thought even Hawke’s cautious idea 
was playing with fire. Historian 
Geoffrey Blainey said a treaty 
could legitimise foreign aggres- 
sion by admitting “we have a 
dubious right to this land.” 

The treaty does take Austra- 
lia into the unfamiliar and high- 
ly uncomfortable notion ex- 

unded notably by Rowley (in 

is book Recovery) that it must 
“decolonise” its relationship 
with Aborigines. The tendency 
to dismiss this talk as unreal is no 
doubt increased when some rad- 
ical Aborigines talk of a separate 
sovereign nation, Or, as some 
did after Hawke’s speech, write 
up lists of assets and wealth to be 
transferred 

Exactly what Aborigines ex- 
pect is yet impossible to deter- 
mine, chiefly because they have 
no unified view, nor — since the 
abolition of the strife-prone Na- 
tional Aboriginal Congress in 
1984 — any forum to reach one. Some 
respected moderates, such as North- 
ern Land Council chairman Galarrwuy 
Yunupingu, have said entitlement to 
traditional land should be enshrined ina 
treaty incorporated into the constitu- 
tion. For others the minimum demand 
seems just an acknowledgment of prior 
ownership. “We are not asking the 
Europeans to go back to their own 
country,” said Aboriginal lawyer Paul 
Coe in Sydney. “We are asking for some 
kind of internal act of decolonisation so 
that we can sit down as equals.” 

Valadian takes this a step further: re- 
storation of a group identity — in place 
of the present “collective identity of 
poverty” — was the first step to building 
or developing any country. “Acknow- 
ledgment of prior occupancy does not 
automatically create that sense of group 
identity. It's been talked about as 
though it would,” she said. *. . . but I 
think it’s necessary because it is an in- 
fluencing factor." — Hamish McDonald 
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| Tanjong Pagar container terminal, Singapore: planning for the future. 








Some good news, but it’s still the same old story 


























Too many ships, too little cargo 


By J. G. Davis in London 

he shipping industry is remarkable in many respects. 
T tier are few industries which can boast the array of 

larger-than-life characters that shipping has produced. 
Similarly, few are capable of such sudden changes of fortune, 
and there are few in which entrepreneurs with relatively little 
capital of their own have been able to finance the acquisition 
of assets on such a substantial scale. Finally, it must be said 
that shipping is remarkable for weathering a crisis of unpre- 
cedented severity since 1973 without, so far, having ceased to 
function in a reasonably efficient and orderly manner. 

In some ways, the most impressive thing about the ship- 
ping industry curing the past troubled decade has been the 
manner in which financial catastrophe has generally failed to 
interfere with the mechanics of seaborne trade. For this, both 
shipowners and their bankers deserve at least some credit to 
offset the abuse and criticism being heaped upon them. 

Unfortunately, there is not much more to be said of a flat- 
tering nature about shipping in the last 10 years or so. Asany- 
one who reads the business and financial press must be 
aware, shipping — and shipbuilding — are still in as de- 
pressed a condition as they have ever been. 

The main cause of this is well-known: oversupply. There 
has been — and remains — an oversupply of ships, of ship- 
building capacity, and of finance. Too many ships are chasing 
too little cargo. 

This was recognised in 1975 by the founders of the Inter- 
national Maritime Industries Forum (IMIF), of which I am 
chairman, and which seeks to bring together shipowners, 
shipbuilders, bankers, insurers, and charterers in an organi- 
sation which can speak with broadly based authority on 
maritime matters. Today the IMIF is recognised in govern- 
ment and commercial circles as representing the voice of 
realism, and as not being engaged in special pleading. 

While the IMIF's original aims of correcting the supply 
and demand imbalance in shipping, particularly of tankers, 
has yet to be achieved, we believe that our work has pre- 
vented the situation from becoming even worse. The tasks 
ahead remain formidable. Oversupply of shipping, of ship- 


building (and the financial and social implications of these); 
the advocation of increased shipbreaking; the need to im- 
prove safety and operating standards; the role of the classifi- 
cation societies and insurers; the need for restraint and com- 
mercially sound criteria in ship financing are some of the to- 
pics on our list. The IMIF will continue to be involved in 
these areas. 

The enormous mess in which the shipping industry finds 
itself today has grown out of certain fundamental misconcep- 
tions about the purposes for which shipping exists in the first 
place, and the means by which it can prosper within the con- 
text of international trade. Owning a ship is in itself a point- 
less and expensive pastime unless the vessel can be kept fully 
or near-fully employed in transporting cargoes and people on 
financial terms which justify the cost of buying it. It should 
not be necessary to state such an elementary truth, but you 
would be amazed at the extent to which shipowners have 
been seduced by the image which goes with the possession of 
a fleet. 

Ships have been regarded as objects of intrinsic worth and 
appeal, rather than as functional entities designed to move 
cargoes to their destinations as cheaply and efficiently as pos- 
sible. In addition, shipowners have noted that the buying and 
selling of ships has often realised higher profits than the oper- 
ation of them. Accordingly, the sale and purchase market has 
tended to lose its intimate economic relationship with the 
charter market and to become an independent, speculative 
asset exchange. On the one hand owners have tended to buy 
ships on the secondhand market with an eye mainly to resell- 
ing at a profit rather than the vessel's commercial potential 
as an operating asset. On the other, they have ordered new 
ships on the basis of what they perceive to be attractive fi- 
nance and the advantages of the latest technology, assuming 
that the market will somehow have risen sufficiently by the 
time the vessel is delivered to justify its capital cost and debt 
service. b 

Experience has repeatedly shown the folly of such ap- 
proaches to investment in ships. The intrinsic value of a ship 
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handled properly. And promptly. alone, makes the whole opera- 
Through U.S. west coast tion a lot more convenient. Canadian National Railways 
ports, we provide wwe Put us to the test soon. Responding to the Cha lenge 


CN international offices include: Tokyo, Hong Kong. Vancouver, Montreal, Halifax. San Francisco, Chicago, New York, London, 
iverpool, Glasgow, Hamburg Antwero. Paris, as well as agencies throughout the world. 








scrap value, and the only speculative purchasers of sec- 
dhand vessels who can be said to have based their activities 
logic are those who have concentrated on buying very large 
rude carriers (VLCCs) for cash at around their scrap value. 
At least these speculators have limited their downside risk. As 
to those who have ordered new ships on speculative grounds, 
one can say only that seldom has thinking been so wishful. 

Certainly, technological advance has its appeal and its 
value. Efficiency of fuel consumption and cargo handling, 
and automation permitting substantial reduction in crew 
numbers are all genuine benefits, but they are reflected in the 
price. In a soft market, one does not generally receive a pre- 
mium for quality of technological sophistication, and it is the 
ships with the cheapest capital cost which get employed. Too 
often owners have assumed that the cost of a modern vessel 
somehow determines the 
rate the market will pay for 
the ship. In fact, it is the 
other way round. Ships are 
there to move cargo, and the 
rate paid for the ship will be 
determined by the volume of 
cargo to be moved, the dis- 
tance over which it is to be 
moved, and the number of 
vessels available to do the 
business safely and effi- 
ciently. 

Perhaps this relatively 
simple message is now get- 
ting through. The industry, 
after all, ae: had a finan- 
cial catastrophe, and much 
of it has suffered a total 
erosion of net worth. The 
majority of secured bank 
debt which is not already 
non-performing must be in 
or close to the “doubtful” category. Many of the most irre- 
sponsible shipowners are simply leaving the field, and there 
is a genuine desire on the part of many of those remaining to 
treat shipping in a much more commercially sound manner 
from now on. 

Faced with an industry whose recent history has been such 
a catalogue of folly, it is tempting to say that things will just 
go on getting worse, nobody will learn any lessons from the 
past, and ultimately private, unsubsidised shipping will dis- 
appear and be replaced by quasi-state undertakings. Maybe 
so, but there are a number of reasons for 
thinking that the industry might now be 
going through its worst phase, and be head- 
ing for a period of general recovery in a few 
years' time. These reasons include: 

» Cycles of depression and recovery are as 
much a matter of psychology as of objective 
reality. The crises which have afflicted such 
leading shipping names as Salen, Tung, 
Wah bo and Sanko have convinced 
most thinking people in the industry that it 
needs shocks of this magnitude to erase any residue of 
complacency. Bankers have certainly responded to the 
alarming level of bad debts in shipping by sharply contracting 
their interest in new business. Many owners. voluntarily or 
otherwise, are withdrawing from the marketplace. This pro- 
cess is necessary if a leaner, more efficient industry is to 
emerge. 

» The most persistent weakness in shipping has been excess 
shipbuilding capacity. Governments, for social and political 
reasons, have been reluctant to allow large sections of their 
national shipbuilding industries to close, and consequently 
have persisted in providing subsidies and cheap credit to at- 
tract new orders. There are now encouraging signs that the 
sheer cost of continuing such assistance ts causing govern- 
ments to think again. 


Hongkong 


Airfreight 
Asia-Pacific 
Japan 
Taiwan 


FAR FASTFRN F^nNDOMIC REUIEW a 20 Ne TNACh 1002 





ON OTHER PAGES 





| 






SHIPPING AND TRANSPORTATION '87 


» For 10 years the IMIF has vigorously advocated the ac- _ 
celerated scrapping of surplus vessels, and in the tanker sec- _ 
tion at least, the results have been impressive. The tanker 
fleet, having peaked in 1978 at more than 330 million dead- _ 
weight tons (dwt) is forecast by some analysts to contract to j 
less than 190 million dwt within the next two years. That ; 
would bring capacity back to levels prevailing in 1973, before 
the vast majority of VLCCs and ultra large crude carriers — 
were delivered. A continuation of scrapping at the rate | 
achieved in recent vears could produce a reasonably healthy — 
tanker market — certainly by the standards of the last 10 
years — by the end of this decade. In the dry bulk sector, — 
which has suffered for a significantly shorter period than - 
the tanker industry, scrap- - 
ping has E reached any- 
thing like the same propor- - 
tions. However, it is hoped 
that the bi expansion of | 
the dry bulk fleet has now | 
come to an end, at that the | 
fleet will at least stay at its — 
ren: size of some 190 mil- | 
ion dwt for the next few f 
years, | | 
» The anticipation of de- | 
mand growth has proved a | 
siren song for shipowners | 
so often in the past that one | 
is reluctant to lay any great | 
emphasis on it today. It must. 
be assumed, however, that ' 
if lower energy prices per- — 
sist, this will feed through 
to increased economic ac- ' 
tivity and hence a growth | j 
in world trade. One tends | 
to think immediately of the potential for higher crude oil | 
demand and the resurgence of movements from the Middle |. 
East. One of the chief losers in such a market would be the ! 
international steam coal trade, but demand for other indus- M 
trial raw materials might be expected to improve steadily, 
accelerating a return to more acceptable income levels in the 
dry bulk and liner sectors. 

The main concern in such a scenario is that a resurgence of | 
optimism in the industry on the back of lower oil prices could 
simply generate the same excesses as in the past. The princi- 
pal safeguard against that in the short term | 

is the massive financial legacy of those past | 
excesses, in the form of a sharp commercial í 
unt contraction and limited equity capi- | 
tal. i 
In the longer term, the only protection 
against another cycle of surplus and depres- |. 
sion is a fundamental change in attitudes on. | 
the part of owners, builders and financiers. | 
Perhaps the signs of such a change will be | 
easiest to spot in the dry bulk sector, where 1 
the typical tramp shipowner, relying heavily on advice from. | 
his shipbroker, a friendly banker and his own hunches. must 
surely become an increasingly endangered species. The |. 
tramp owner's major concern has always been to have ships |. 
available for prompt employment when the next boom oc- * 
curs. The evidence of the past 10 years has been that the | 
booms are a long time coming and that the wise operator 
should be more concerned about making reliable returns in 
bad or mediocre markets. 

The more sophisticated commercial operators in dry bulk 
shipping have spent years d. epi. their direct connections 
with end-users of cargo, building up a reputation with these 
end-users as reliable carriers who are prepared to be flexible 
in their responses when necessary. Although securing a mea- 
sure of forward employment in the form of contracts of af- 
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EIGHT HOURS AGO, 
THIS CARGO WAS 





STILL ATSEA. 


Savannah’s sea buoy in the 
morning, Atlanta's skyline that 
evening. Wishful thinking? Ship 
through the Port of Savannah and 
see for yourself. 

Our COBRA paperless pro- 
cessing system siices through 
paperwork and red tape, clearing 
some cargo while it is still at sea. 

Nine 45-ton cranes with a 
90-second cycle “ime service five 
container berths to offloac your 
cargo quickly anc efficiently. 

Trucks passing through our 
modern gate and interchange com- 
plex age just minues from the in- 





terstate. From there it's 412 hours 
to Atlanta, the distribution hub of 
the Southeast. 

Soifrapid handling and time- 
ly distribution of your cargo is 
important to you, watch your 
shipments as they move through 
Savannah's CONTAINERPORT. 

But don't blink. They may not 
be there long. 

For mcre information 
contact Richard Field, Director of 
Trade Development, P.O. Box 2406, 
Savannah, Georgia 31402; U.S.A. 
Tel. 912-964-3811. TWX 810- 
784-5634. Telex 804718. 
Cable GAPORTS. 

Hong Kong, Tel. 5-294338, 
Telex 65034 GAPTS HX, 
Seoul, Tel. 733-4754, 
Telex (787) IFCLTD 
K27962, Tokyo, 
Tel. 214-3851, 
Telex GPATOKYO 
J29141. 
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stt ! ents, such operators can 
heir downside risks without excluding entirely the po- e 
tential of taking advantage of short-term improvements in | mentin new ships can be contemplated asas 
the spot market. This is an area of the market which requires There are no doubt those who would consid 
prudence, financial and market analysis, and quick responses clusions over-optimistic at a time when the futu 
i 
| 































these means can we reach a situation ' 


Li + 


companies appears distinctly brief. Because of the seve 
the crisis today, however, | am rather more positiv 
the future than I was only a couple of years ago. There 
way ahead, but Iam bound to say that it is attainable | 
the industry shows self-discipline, commonsense and 
ference for the secure but unspectacular return over the ¢ 
sive jackpot. Perhaps that is expecting too much of an ind) 
try which contains such a speculative element, but the alt 
native is too depressing to contemplate. ee 


—~1.e., commercial skills of a high order. Such skills have not 
hitherto been abundantly evident in shipping, but they are 
now seen to be onthe increase. —— 

Through the British Maritime League, I have been assist- 
ing in the evaluation of a weighty statistical study prepared by 
the British Maritime Charitable Foundation of chan ges in the 
British merchant fleet between: 1983 and 1987. Our conclu- 
sions are clear: the way to support the world's merchant ship- 
ping industry is not through the special fiscal advantages of 

protectionism, but through inter-governmental attempts to 
limit shipbuilding capacity and accelerate scrapping. Only by 





J.G. Davis is chairman of the International Maritime industries Forur 
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tion of backlogs and congestion in a port long renown 
some of the fastest turnarounds in the region. f 
For the long term, there are some tremendous port d 
lopment schemes on the table which, if implemented; wi 
give Hongkong a strong confidence boost and an ultra- 
ern and efficient image, but the fear is that in the i 
soured by declining services, ship operators will have | 
for alternative neighbouring ports, especially in t 
transshipment sector, and the need for the grandios 


Em. -i m uus : | may be found wanting. ps 
4 Q' i TI goo 7 The problems first surfaced in mid-summer w e 








began to experience some delay. Now, some. 
countering waits of up to three days at the co T 
particularly at the overstretched Modern Termi 
(MTL). From June this year, the unprecedented ste 
be taken of discharging up to 5% of vessels in the strea 
Members of the Hongkong Liner Shipping Ass 
(HKLSA) are particularly disturbed by the prospects 
are urging the Hongkong government to pay more att 
According to HKLSA chairman Gavin Needes 
tion is somewhat desperate, as the forecasts are 


By Vonnie Bishop in Hongkong - | 
Er jOngKong sicontáiner port, second largest in the world 
for its ¢ 


and much heralded growth over the past two 

|. € @ years, is on a perilous course of self-destruction unless 
more urgency is given to expansion in the immediate future. 
Throughput figures this year have continued to surprise 

and surpass all expected performance. Having overtaken 

| New York's figures last year, Hongkong's Kwai Chung con- d att r Ti 

| tainer terminal will come close to topping Rotterdam to be- in surpassing New York last year, Hongkong IW 

| come the global leader by year's end. The downside of this | of 21% in its container business, and achieved throu: 

. record-setting course is that Hongkong now lies indanger of | 2,774,025 20-foot equivalent units (TEUs). This yea: 

outstripping its facilities and creating an unimagined situa- | growth still about 20%, — contrary to the com 









KWAI CAPACITY VERSUS TOTAL 
THROUGHPUT EXPECTATIONS 


and existing facilities, at HKLSA growth rate 






Number of berths that could accommodate the overfíow. 
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Assumption: 1 berth = 333,000 teu/yr = 380m = 16.5 ha (POSS Annex 4-4)... 
. * + 1987 growth is basad on 30% increase on 1986, as seen trom September 1987. 













operating at raid capacity. 
id shows actual teus handled both at Kwai Chung & elsewhere. 


Source: HK Liner! 



















inding 1986 performance — the por: will easily move 
3milion TEUS. .... 7. 7 s 
es points out that on the modest assumption of 11% 
wth rather than the maximum of 30% seen at times over 
: past two years, by 1992 Kwai Chung will have à demand 
-6 million TEUs and capacity for only 4 million. Such a 
hortfall is more than the total throughput o* some ports, but 
- Hongkong is only the start of the planning precicament. 
vance the figures on the extremely conservative 576 
wth rate from 1993 to the end of the certury, and Hong- 
ng would be handling 9 million TEUs, o three times the 
this point. a little sympathy for the pzanners emerges. 
ort in the world now handles anything approaching 9 
n TEUs. Hongkong harbour is oae of the most 


ysts who predicted that 16% would be good 








































all the foreshore area available for cargo handling has 
n so used. At the container port, space-constraints have 

pted the development of a container warehouse six 
reys high, Even this had to be built on a odium, because 
11-ha groundspace was already spoken for, leaving only 
ir space available for purchase. in such crowded condi- 
uick — cr any — solutions are not ezsy. 


























rs of the port, including members of the HKLSA, are 
so much concerned with how some answers will be 
nd, but when. Needes fears that much transshipment 
urn to neighbouring ports rather than experience 
longkong. “There are some far-reaching plans for 
anew port and interim terminals. but they will all 
long to institute to overcome the serious situation we 
‘t in the next few years." China aow accounts for 
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5. SPECIALISED GATEWAYS SERVING 
500 SHIPPING LINES 24 HOURS 
ADAY J55 DAYSAYEAR. | 2 
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ded merchant shipping anchorages on the globe. Virtu- 
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shipment to the China coast or working via neighbouring 
ports. Once diversion of our transshipment business occurs 
— and we have seen instances of it already — it will start to. 
undermine the port, and no amount of additional space in the 
future will correct the problem because operators will have 
adjusted their schedules to work through other centres such 
as Singapore or Kaohsiung. Then we could find ourselves in 
the ridiculous situation which has occurred in some Western 
ports of suffering from over-capacity." : ae 
Needes says the government's attention had been drawn 









ly bo 
the new crane will provide a little relief, but that will see v 
with three cranes on Berth 1 and five cranes on Berth 5, the 
maximum we can use efficiently on the area. Further expan- 


sion of our present facility is virtually out of the question. |- 


Back-up facilities and yard space are not such a problem for - 











Singapore. The world's 
busiest portintermsof == 
shipping tonnage. ~ 

The most cost-effective 
distribution and transhipment 
centre in the Asia-Pacific 
region. ] 

-With the best package of 
concessiohs and incentives. 
anywhere. o 

No other port can really 
offer sucha worldof  . 
advantages for global trade. 

Contact: |. f 
Public Relations Manager, . 
Port of Singapore Authority, 
P.O. Box 300, PSA Building 
Post Office, Singapore 9111. — 
Tel: 2747111. Telex: RS21507. 
Cable: “TANJONG” Singapore. . 
Fax: 2795711. mod rz. 


AIR LINKS TO 30 CITIES 

BY 46 AIRLINES. TOTAL YEARLY 
CARGO CAPACITY: 

135 MILLION TONNES. 


ONE OF THE WORLD'S BUSIEST 
CONTAINER TERMINALS. 
HANDLING CAPACITY ABOUT 

3 MILLION TEUS. SHIP TO SHIP 
TRANSFERS IN 12 HOURS 
ORLESS. 
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THERE: S ONE SHIPPING LINE 
THAT'S EVEN CLOSER THAN YOUR PHONE 
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“NOL operates one of the most modem cargo S assport 
networks in the world, with regular shipping schedules to 
your major markets, When you ship with us, person-to- ^ 
person means more than justa phone call. i 8 our way of 
giving vou, your cargo and your tu $t 


Ya 


ird . . all the care in the world. B 
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To Oakland Can 
Save One Day © 
In Port. Or More. 
Oakland is the California port built for 
speed: 3 mainline railroads have their 


ramps within the Port, and highway 
access is immediate. 





Call our offices in Asia. They'll give 
ee their time to make sure Oakland . 
aves you time in port. 


"ue —Ü Seoul: 711-03 - 
Hong Kong: H-232342 Taipei: 641-2191 
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ce the introduction of more area this year, but there isa 
o the number of vessels we can berth and handle at twe 
and'no possibility of acquiring a further berth 
al 6is operational.” e" acu 
While MTL is pleased with cumulatve grow:h for 
iary-September of this year of 20.6% anc a throughput of 
8.000 TEUs, Leese grudgingly admits tha: if growth rates 
nything over 15% continue through nextyear, it will be a 
ase of no room at the inn. 
| MTL and Hongkong International Terminals (HIT) are 
1e two big operators at Kwai Chung, between them account- 
for more than 80% of ! 
ioughput. HIT, now building 
e new terminal 6, does not face 
ch a crucial situation, having 
knowledged 1096 spare capa- 























The 10% spare capacity at 
T can really be seen as only a 
e elbow room. Growth at HIT 
unning at levels which will give 
company a 20% increase over 
-year and a record throughput 

me 1.25 milion TEUs. Man- 
aging director John Meredith 
that this makes HIT the 

largest privately owned 
operater. TE 
ier this year, Meredith | 
ed the Hongkong Gov- 
it to start construction of a 
1 termina! more quickly by 
ig HIT the right to develop 
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ally assured of an annual 19-20% growth. ee 
Meredith worries that with the first phase of terminal 6 
opening in mid-1988. HIT will not have the business to fill it. 


He may be proven right, but many in the industry wonder 


he was assuring the government 


on terminal 6 if only.he were 
given the right to develop termi- 
nal 7 — and that. he reasoned, 
would leave the wav clear for yet 
faster development of terminals 
8, 9 and 10. Some. now ask if 
Meredith might think it politic to 


Years 1986-2000 look less enthusiastic in the light 


Terminal capacity | 
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Source: HK Liner Shipping Association. 
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we're making it easier for 
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America to reach the world. can gather 





With special attention to 





cargo interchange, we re ‘tionary Shipments, were ` 





opening up the Pacific Rim offering the.most profes- 





and offering access to the sional services and — 





most profitable technology available. That 





markets. Our : is why more of America 


reaches the world via 


Port of Los Angeles 
| Post Office Box 151° 
| San Pedro, CA 90733-0151 
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why he did no: notice this trend 
only a few months earlier, when. 


how much faster he could bring : 
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| ituation, but i 
i B rather extremely conscious ofthe | 
many aspects that must be consi- 


job. Says Derek Hall, deputy di- | 
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r of Hongkong's Marine Departmen 2 WE d 
ced the Port Airport Development Strategy Study 
d consultants to submit bids for it this mol ath, 


gs will not be available before 1989. We are a 


study will not alleviate immediate problems, and RE 
ely to be a shortfall in facilities before that date. We are 
'onsidering ways of advancing construction of an eighth, 
and 10th terminal, but we are also conscious of the need. 
ese to synchronise with whatever largerscheme is even- ^ 

y instituted." : EL. 
all also draws attention to other trends that need to be : 

itemplated. “We have had to assess the possibility of | BY Michael Westleke in Hongkong ee 
a developing competing ports. This nc longer seems a ne only has to look at the number of all-cargo aircraft 
reat, but rather a spur to Hongkong, a: it appears the now in service or on order — more than 150 all-cargo 
ties here are considerably ahead of China's present - Boeing 747s are now in service, representing about 
frastructure and that China seriously wants Hongkong tò | 19% of the total B747 fleet — to realise that airfreight is big 
ts gateway.” i p | business. Although in tonnage terms it is minute compared 
Hall also emphasises another competing trend for the | with seaborne freight, in financial terms it is enormous — it 



































































tainer port: the rise in the number of containers now has historically represented something like 0.1% of all 
ne handled in the stream. In the first seven months of this | worldwide freight movements by weight, but about 22% by 
ich handling leapt 55% to 412,546 TEUs. Part ofthe | value. 
tof such unloading is the avoidance of delays at the ter- In 1986, airfreight accounted for some 14.7 million tonnes 
al, but it is also much cheaper to discharge at à mooring | of cargo, an increase of 7% over 1985 and which will inevit- 
am o | ably be surpassed by this year's figures as trade continues to 
1, says Hall, there are signs that Kaobsiung could pro- | boom. The 1986 growth represented a strong recovery trend 
ong alternative to Hongkong, because it was claim- in line with the world economy picking up — the annual 
uM PE: | growth from 1981-86 was 
5%, compared with the 
1976-86 figure of 775. — 
ie | The hiccups in growth 
offers certain ad- caused by recessions in 
-to individual |  Meiormarke im s a ! the 1970s and the past few 
operators. As they ; Sols BE Cement al E years underline the cau- 
not restricted by. REDE: ETIN css eid Mtl UR aul UD SML tion expressed by airlines 
they lease termi- | Sn = | SM dia Ses E cono in 1971 when the all-cargo 
othe owners, which 19S d ee ! [UE | B747 arrived on the mar- 
prove very attrac- | Tawan ——  ' | 5959 | 48 | S13 |^ 54 i 8 f ket — caution which the 
conomically. This : ($M3| 48s, $00 | 53. | current airfreight surge 
Be | Ea : . would make seem very 
330 |B much overconservative if 
taken out of context. 
When the first B747F 
S A NE $ | flew in November 1971 — 
iè major problem ep T | 338 orderec by Lufthansa — 
ig planners and gov- | indonesia | |] 1 a | 20 | 1428 | 15, ^5 | there were many un- 
t one of reluctance S L^7- | 15 1 $3 74098 — 449 ^ potential for such an air- 
o address the situa- AS TIU. ( “oer | 318. CUYyss 107344 | 38 d ae craft with its 10)-tonne 
ion, but rather that MEA mE EE REN EF D ECT RE MMC EE eC a cargo capacity. Boeing 
ere are so many dif- Fega 7| rud Ue US Eee ee Td ee AN was then predicting a 
erent factors imping- — ar ne need for 108 B747FS by 
ng on decision-making. zaan 7 3 | 143€ | 82| 07| 88| 09 eret ; 1980 to cope with a quad- 
irther, the projects E EE S ood d à ig MER Kerra BE nics titi -= raa ui rupled air cargo market, 
SO large that they PIEN —€ rfe! s vit — ie UE cbe - ps TECH detis or an annual growth rate 
et the pattern for Hong- |} dee e skate bacis eee are moe of just under 8%, and 
ong for many years dem bem Eu TURY ——— 18 though several airlines 
come and accord- Phib PORUM EAA IM ———— B expressed their willing- 
y- cannot be im- $ ness to buy the aircraft, 
plemented without exten- je i 4 | 400. | MI Lufthansa was the only 
ive study. i D T 1 | 44216 | 45. -49 | one with a firm order at 
While the port of | [x j| 352 | 3299 | 138 | 1 | the time of the first flight. 
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ive little alternative - UE Xx TENDRE dence in the prospects for 
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se. customers suffi- {rg bee lui | | aircraft — to carry both 
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To Europe via FRA. 
And your ship takes off. 


You know exactly what it costs to ship your 
freight to Europe. You know how long it 
takes too! Well if we could, we'd build ships 


with wings. But of course, as you well know, 


it doesn't work quite like that. So what we 
have in mind for you — and a lot of other folk 
who have difficulties in getting their goods 
to Europe in good time — is a freight system 
combining sea and air. And using universal 
containers, for fast interchangeability and 
easy transportation. Simply take the ship to 





FRÁ: Savings are calculated in time. 


the Gulf for example and greet the plane to 
FRA. You won't have to work too long at it 
to see that the time-saving FRA freight way 
to Europe is also money-making. 

Please contact Flughafen Frankfurt Main 
AG, D-6000 Frankfurt/Main 75, Telex 
414 959. Or our representative in Hong- 
kong: Mr. Paul Eidens, c/o ITSG, Telephone 
5-8921321, Telex 8 3737. 


Make friends with us at Asian Aerospace/ 
Airfreight Asia, January 25.-31. 1988, Singapore 
e 


Flughafen 
Frankfurt Main AG 





PIONEERS IN CONTAINER TRANSPO! 
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In the beginning of container transport wa3 ScanDutch. The first shipping 
concern created solely for the Far East/ Europe trade. A line, moreover, that 
has successfully evolved from an ocean carrier into a total transport company 
- one that today is as much at home on land as at sea. 





If you want to be sure your goods reach their destination on tifne and in perfect 
condition, the name to remember is ScanDutch. 


For more than a decade and a half, the choice of ScanDutch 


enlightened shippers on two continents. IST CLASS CONTAINER TRANSPORT 
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is your hot line to 


ridwide transport services 

3 Your local Nedlloyd agent has a hot line to the mcst 
x professional and most practical transport expertise in the 
world: Ne3lloyd's 5500 specialists worldwide have all 


data (including costs) at their fingertips. Nedlloyd Lines 
L- has 42 purpose-built vessels operating 31 scheduled 
5 liner services to 150 ports on seven continents. 
Nedlicyd people provide the personal touch in 

assessing your transport needs and determining the best 
solution. Fast, safe services at cost-effective prices. 
Since Nedlloyd is at home all over the world. local market 
information is just a part of the services. 

| Contact Ned'Icyd's hot line to learn about Nedlloyd's 
comprehensive se"vice. 

| Nedlicyd Lines, the reliable Dutch solution to all your 

| international transport requirements. 


_" Nedlloyd 


ia 
“Ea Nedlloyd Lines 


P.O. Box 240, 3000 DH Rotterdam, 
* Tei.: (10) 4177933, Fax (10) 4147394 
| Telex 24590 NEDL NL 
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, daunting US$24 million — now more than US$100 million. 


There had previously been 11 orders for the B747F, but 
worries about the aircraft's range — since then much im- 
proved through newer engine technology — and the large 
belly capacity of the passenger B747s caused the list of firm 
customers to be reduced to one. The industry was asking two 
major questions: first, was the B747F's capacity going to be 
too much compared with the B707 and DCS freighters’ 30-40 
tonnes? Second, would the market's long expected explosive 
growth approach Boeing's forecasts? 

By 1978, McDonnell Douglas was forecasting a need for 
about 200 B747F and DC10 freighter aircraft by 1990, and for 
more than 400 DC10-sized freighters after the year 2000 — 
assuming a 9% annual growth rate in air cargo. 

From the perspective of the 1986 figures, it can be seen 
that Boeing was too optimistic, though not by much, and that 
the market was too cautious, by quite a wide margin. In 1986 
there were more than 150 B747Fs in service, a growin 
number of B747 Combis, significant. numbers of DCI 
freighters, a small but growing number of Airbus Industrie 
A300 and A310 freighters — and passenger-oriented airlines 
generating 20-25% of their total revenue from airfreight. 

Interestingly, both US manufacturers’ forecasts for air- 
freight growth are now more conservative, with Boeing pre- 
dicting annual growth of 6.5% worldwide from 1984-90 and 
only 5.6% from 1990-2000, 
and McDonnell Douglas | ppm 
expecting 7% from 1987- 
97 


So far as the Asia-Pacific 
region is concerned, growth 
in airfreight is expected to 
be far higher than these es- 
timates — the Internation- 
al Civil Aviation Organisa- 
tion (ICAO) last year pre- 
dicted 13% air cargo growth 
from 1984-94, but down 
from the previous decade’s 
explosive 17%. 

But despite the expect- 
ed slower growth — the 
World Bank figures on | 
which the ICAO forecast sl a me 
was based assumes a slow- | {| 
down in Asia-Pacific GDP. | Ajrfreight 
growth rates plus increas- - 
ing problems with protectionism outside the region — Asia- 
Pacific airlines have shown sufficient confidence to place or- 
ders for more o ws The region's carriers already ope- 
rate more than 25% of the world's B747Fs, and a growing 
number of other freighters are appearing. 


freight was carried in all-cargo aircraft, which flew 32.7% 

of the world's freight tonne-kilometres. Thus much air- 
freight work is done by qussnger B747s, which — using 
Singapore Airlines (SIA) figures — with a full load of passen- 
gers and baggage still have 17 tonnes of cargo capacity re- 
maining. But the jump to a 100-tonne capacity B747F is a big 
one, and SIA is among the operators which have until re- 
cently preferred the greater flexibility offered by the B747 
Combi. 

As operated by SIA, the Combi can carry up to 37 tonnes 
of freight. Other airlines shift the options around — for in- 
stance, figures quoted for Holland's KLM show a passenger- 
oriented Combi offering 15 tonnes of cargo capacity over a 
ong non-stop route, with the option of reducing passenger 
load from 400 to 250 and thus increasing cargo capacity to 45 
tonnes. 

Asia's importance as a relatively low-cost manufacturing 


à CAO figures show that in 1985 30.396 of the world's air- 


| area has led to its prominence as an airfreight market — 


ICAO figures show that in 1984, for instance, about a third of 


the Asia-Pacific region's foreign trade by air was with the US, 
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in Hongkong: low weight, high value. 
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| jewellery and cathode-ray tubes and transistors. Of the im- ^ 
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which makes the trans-Pacific routes the world's most impor- — 
tant airfreight market. NL 
As a specific example of the importance of air-cargo 
flows, in 1984 some 28% or US$5 billion worth of Hong- ` 
kong's total exports went by air, as did 28% or US$2.3 billion ^ 
rts and 21% or US$6.1 billion worth of total ` 
imports. Of the exports, 54% went to North America and - 
27% to Europe, with 15% going to the Asia-Pacific region. 
Of the imports, 47% came from the Asia-Pacific area, 26% — 
from Europe and 23% from North America. | 
Five groups of commodities accounted for 70% of the air- 
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freight exports: textiles, watches and clocks, computer parts, | 










ports, 57% by value were in five groups: cathode-ray tubes _ 
and transistors, watches and clocks, jewels, electronic parts — 
and automatic data-processing machines. The overlap of — 
three of these groups shows value-added processing being — 
performed by Hengkong’s factories, importing components _ 
which are re-exported as assemblies — which, as ICAO | 
ints out, is a characteristic of air trade among several newly ` 
industrialised countries in the region. . | 
The numbers will obviously vary from place to place, but | 
the principles remain the same: airfreight is used mainly for f 
goods with a seasonal | 
priority and which are sen- - | 
sitive to time, such as fash- | 
ion goods, and which have - 
a high value-to-weight — 
ratio, such as watches and — 
electronics. Also, shippers i 
tend to be attracted to air- | 
freight for its higher speed — 
and hence greater security | 
from pilferage and dam- | 
age, as well as its usually | 
more direct movement 
than would happen bysea. | 
ICAO used 1985 rates — 
and charges on various | 
routes to compare sea- | 
freight vs airfreight costs - 
for a mythical wm of | 
typewriters weighing 85 kg, | 
ahei at US 5.000 E M 
having a volume of 0.5 m* | 
for airfreight anc 0.8 m3 when crated for sea shipment. The | 
cost of capital was set at US$3.30 a day, based on a profit | 
margin of 30%. e 
Total consignees' door-to-door costs (except customs duty) — 
and time saved were then calculated for widely disparate | 
areas: Amman to Singapore; Frankfurt to Hongkong, New | 
Delhi and Singapore; Helsinki to Hongkong; Mauritius to Syd- |. 
ney; Nairobi to Bombay; Port Vila to Nadi; Rio de Janiero 
and Zurich to Tokyo, Seoul and Wellington to Los Angeles. | 
In only four of the 12 cases chosen was airfreight more ex- _ n 
pensive than seafreight: Seoul to Los Angeles by 6% (against | 
17 days saved); Rio de Janiero to Tokyo by 6% (against 44 | 
days saved); Helsinki to Hongkong by 2% (against 42 days 4 
i 
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saved), and Wellington to Los Angeles by 1% (against 16 | 

days saved). | 
In most other cases, airfreight saved a marginal 1-3% | 

against a time saving of 21-43 days. Only in one case were the 


| figures extreme: from Mauritius to Sydney airfreight was 


| 
10% cheaper and saved 133 days. 
The figures will have changed over the past two years, but Hf 
they serve to illustrate part of the rationale which led to the - al 
emergence of sca-airfreigM two or three years ago — a | 
phenomenon which many industry officials are still unsure is | 
a firm trend. ? 
At its crudest, the rationgje for sea-airfreight is that it | 
costs less than airfreight but takes less time than seafreight. | 
The cost factor becomes paramount in a situation such as that _ 
































ly tost a etho | 
are of intermediate value and for which there is a moderate 
time-pressure, thus providing some sort of solid dase for sea- 
air in future. | l 
| Much of this, however, will depend on the level of de- 
. mand for those goods, and worries are now. being expressed 
that 1987's bonanza cannot be sustained. Protectionism is 
OFC | x only one element — various industry sources told the 
"The answer for many customers has beentouse sezfreight | REVIEW they are worried that a US-led recession sparked by 
| Japan to Hongkong, Singapore or Dubai, and then air- | the international debt crisis and the US budget deficit would 
t to Europe. But it is not only Japanese exporters who | cause a sharp fall in trade some time in 1988, probably to- 
ve started using this system. Using Dubai as an example, | wards the end of the year. — GE 
an bv sea-airfreight from Hongkong to Europe | Other pointers towards a drop in trade demand from Asia 
e up to 4095 against pure airfreight, and the time saved | are probable easings of high currencies in Europe, where in 
ut 12-15^cays compared with pure seafreight's 27-30 | Germany, for instance, exports have already started to fall. 
- Using Singapore instead of Dubai as the interchange, | So while airlines are happy with 1987's figures and are adding 
tis higher but the trip time is only eight days compared | cargo capacity, most of them are doing so in accordance with 
Ex. longer-term plans in mind and, just as in 1971, with perhaps 






such traffic from Japan is likely to ebb over time whatever 


uch | more caution than events will justify in this traditionally 
vert does — if the yen remains high, manufacturers are 


cyclical business. ü 


A XII UP ARA eT AM RT NA RIP AP apa a od pap raliter rr End Eta AA ney a ait tutta aeree ara aaae my 


a aa t AAA ARRA TT P er SR E taa SA PAR I S Ra iM Paar Tte Ne hi aat rar emere er rr tarum aerei Y Wetter ai hapaa 


~ ASIA-PACIFIC 









































"Kong Shipowners Association. | 
ng Kong Genera! Chamber of Commerce. 


de.Far Eas: in association with Maritime Cama — = 


^ By A Correspondentin Bangkok l o g 4 

ms the Transport and Communications Decade for Asia 
and the Pacific 1985-94 approaches the end ot its third 
IM" vear, the Asia-Pacific region is playing a dominant 
role in world seaborne trade, handling some 25% of global 


. — | trade estimated at 1.76 billion tonnes a year. At the same k 
i 
| 
| 
| 
| 
| 
i 





ic "enia Expoship Far Eme, which gives us he ~ time, the region has to plan and. provide new port facilities to 
tunity to review the latest maritime developments end support the fastest growing economies. in the world. | 
tablish new business relations with a wide variely-of visitors end The regional challenge is: significant, because it is at the 
exhibitors.” = > | | port where the technologies of the developed and the de- 
Sir Yue-Kong Pao, Charman, Supervisory Board veloping world must be carefully blended. Paramount in the 
eria Wide Shipping Group ; minds of port controllers and planners is the need for the ca- 
l pacity to match the productivity demands of international 
shipping with the social environment and financial con- 
straints of the developing regional ports. 2 ; 
Regional ports are going through rapid changes, with the 
adoption of new technologies and new management 
techniques aimed at minimising the cost of sea transport. 
However, in many ports, key problems of planning, labour 
and investment must be overcome to avoid inefficiencies 
created by such factors as duplicated facilities and compara- 
tivelv poor productivity levels. 
Shipping lines are reducing their operating costs by taking 
. advantage of technological changes, economies of scale and 
rationalised routing. Ports therefore must be able to forecast 
accurately and plan for future developments so they can re- 
spond to market demands. One example of such changes is 
the emerging concept of load centring and minimisation of 
port calls by the mainline shipping services. This has already 
had an impact on some portedec ned for deep-draft mother 
ships that now mainly receive only feeder ships. Those ports 
which have attracted mainline shipping calls are faced with 
E OS v p > |- continuing high levels of investment o upgrade their service 
FE | ap Re E lPvelstoattractrewtrade and revenues |... 0. 
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fe ox 38444 HKTE dX Fax 53013831 j ^| In Asia, Hongkong and Singapore are now esta 


Freight costs and the latest developments in the transportaton 
ustry are of increasing importance to all manuwiacturers end 
traders in the regon. We welcome Exooship Far zast.88 which 
will give our members an opporunity of examirsng alternative 
methods of transporting our products more efficently end 
economically." 


James P. C. Tien, Chairman 
Hong Kong Shippers’ Council 
g Kong is a very important springboarc for Chiras 
building industry." | 


t en Chunshu, Chairman & President 
na United Shipbuilding Co., Lia. 





















s a trading region with a major maritime communi y, Hong Keng 
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to 45 international airlines, which fly restaurants with cuisine from all m 
directly to 87 cities in 51 countries. over the world. And all this in a , 
No other airport in South East ld modern, clean and friendly $ 
Asia offers you more convenient WOr atmosphere designed to make: X 
connections to all major your stay pleasant and | 


destinations worldwide. And unfol pleasurable. No wonder we 


to welcome the 10 million are considered Asia's best 


passengers a year that visit us, at the airport by the Business 
Changi Airport offers everything Traveller Magazine. 


from the lowest priced duty We're sure you'll agree. 


place 


where 3 
all paths | 
meet. 


Singapore Changi Airport is fios "m e free shop in Asia to high class 











Civil Aviation Authority of Singapore 


SINGAPORE CHANGLAIRPORT  - 
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Houston Orleans 


It means fast, dependa 


principal ports of Asia and key American cities. 


Taiwan, for example, it’s only 13 days to the West Coast, 
Chicago, 20 days to New York and 19. 


o New Orleans and Atlante 


For the most comprehensive sea and rail 
Asia and the U.S. 





transshipment centres, rating as the second and fifth busiest 
container ports in the world. Sri Lanka has captured impor- 
tant transshipment traffic and moved from being a national 

ort to one of regional significance. Seven regional ports now 
handle more than | million twenty-foot equivalent units 
(TEUs) annually. 

Capital investment in mainline container port facilities is 
some US$40 million for one terminal, while feeder ports can 
be built for roughly half that price. The proper allocation of 
resources requires that port development policy be integrat- 
ed with the rest of the transport sector and the national econ- 
omy. Even the programming of port investment is costly. 
Malaysia, for example, is undertaking a major national port 
planning study financed by the World Bank at a cost of about 
US$2 million. Japan has always given close attention to port 
planning and investment in shipping through the develop- 
ment of 15-year outline plans and the subsequent refinement 
of the proposals at a 10-year planning horizon, followed by a 
detailed five-year implementation plan. 


for integrated maritime. transport planning, and at a 
Economic and Social Commission for Asia and the 
Pacific (Escap) meeting in Bangkok in 1986 they asked the 
secretariat to formulate appropriate regional maritime stra- 
tegy options. New initiatives are being taken by the Asian 
Development Bank (ADB) and Escap which will see region- 
al trade, shipping and port projection models being made 
available to help governments in the planning process. One 
major objective is to avoid inefficiencies created by dupli- 
cated investment in ports already experienced in other re- 
gions. 
Human resource development in ports is an important 
issue to be addressed within the Transport Decade. Develop- 
ing countries still employ significant numbers of people 


R^ governments have now recognised the need 
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in ports. Shanghai has a total of 53,000 workers, while 
Bombay and Calcutta each employ more than 30,000. Yet 
the trend towards better, modern cargo-handling methods 
in all ports is cutting the number of workers required and 
generating a demand for training to cope with new 
technologies. 

For the developed and some newly industrialised coun- 
tries of the region, the transition from the labour-intensive to 
the capital-intensive port has been marked by industrial un- 
rest, but rewarded with labour cost savings and productivity 
gains. However, the transition is causing a dilemma for the 
developing countries. Investments have been made in infra- 
structure and equipment, yet labour forces remain at the old 
high levels. The full benefit of capital investment will not be 
realised until each country develops and implements a long- 
term and effective employment policy. 

Escap is trying to help ports meet their development ob- 
jectives. With the increased use of computer systems in 
ports, a port computer club has been established through 
which software is exchanged. A project to streamline port 
management information systems is being implemented in 
Fiji, Malaysia, Thailand, South Korea, and Sri Lanka, and a 
simplified unified port tariff structure is bein developed in 
cooperation with regional ports. It is planned to implement 
the uniform tariff in three ports in 1988. 

For the future development of the region’s ports, it is evi- 
dent that there is increasing interest in privatisation both to 
bring in management expertise and to reduce budget 
needs. Latest ideas on port computer trader data entry wit 
access by customs, shipping agents and cargo owners, and the 
potential for direct data transfer between port computers 
means that just three years into the Transport Decade, the 


| development process has just begun. 
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stantial change 


arles Smith in Tokyo 


pan's Big Six shipping companies, NYK Line, Mitsui 


SK, Kawasaki Kisen, Japan Line, Yamashita-Shinni- 

ion and Showa, may have turned the corner from the 
86 slump during which the six lost an estimated 3Y 8O billion 
$55 million; before sales of securities. But the road back 
rosperity, given the high costs and exeess capacity that 
'uc'all the major companies, is likely to 5e long and hard. 


'arning a profit on its shipping operations alone, the 
y may have to shed more than 30% of its current 


ibour force, a process which will require further pro- 
automation as well as diversification into non-ship- 
inessesto absorbsurpluslabour. — ^ — O00 
uction in the number of companies operating on the 
orth Pacific liner routes which have proved the biggest 
n resourzes could be another condition for recovery, 
h at present no one appears tc know how this can be 


e Japanese shipping industry's plunge into the red in 


s caused by a combination of recession in world mar- - 
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thin the U.A.E., the Emirate of Sharjah | 
unique in having developed ports an `| 
two coasts inside and outside the Gif. 
The Ports : 
Port Khalid on the West Coast of the 
| peninsula is juston the doorstep of major 
LUA.E. markets with easy trucking ogistics 
to Qatar, Saudi Arabia and onwards. The 
Port is a modern deep water 12 berth 
facility. Container, bulk, ro-ro, reefer and 
general cargo terminals are backed 5v 
spacious warehouses, open storage and 
áfree trade zone 
Port Khor Fakkar on the East Coast is 
the only natural deep water harbour in the 
Middle East, This up-to-date terminal with 
s exceptional container handling anc 
rd facilities serves asa perfect feeder 
rvice point for destinations in the Gulf 
and Indian peninsula. 


i ports operate theirown stevecares 
» open round the clock, 


Ship through Sharjahports. ^ 


The pressures imposed by yen revalua 
marginally less threatening in early 1987 w 
Soviet orders for North American grain p 


. The Sharjah ports system 
in equipment án ne 7 
` Trade Zone advanta : 
procedures and no fuss customs and 
documentation. In-bend cargo movements — 
can be arranged between the ports and 
between Sharjah’s internationa Airport. | 
The Ports, Airport and onward dinks-to other 
Gull countries are served by modern 
multilane highways. Whatever your cargo or 
tn ES destination, you'll 
P : E ccm UN wo. 88v ime and 
d . m 4d money when you 
EN shipthrough 
A.M LEA 3 Sharjahports. 





ed'up rates in 
the tramper market from the depressed level of around US$7 — 








Japanese VLCC: holding value. 





per deadweight ton (dwt) to just over US$20 — a figure 
which is said to be marginally above break-even level for 
most Japanese companies. Increasing worries about the mili- 
tary situation in the Gulf, coinciding with a rush to import 
crude in advance of anticipated pree rises boosted tanker 
rates sharply from July onwards. But by the autumn both the 
tanker and the tramper markets had slid part of the way back 
towards the recession conditions of 1986, restoring some of 
the red ink that has recently been seen on the books of Japan- 
ese shipping companies. 

Japanese ships now carry an estimated 25% of trans- 
Pacific liner cargo between Japan and the American North- 
west, with the remainder divided between the two major US 
lines, NICs carriers such as Taiwan’s Evergreen Line and 
outsiders such as the Israeli Zim Line. On routes between the 
NICs themselves and the American northwest. Japan’s share 
is estimated at around 15%. A gap of over US$1.000 between 
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the standard Japanese rate for shipping a 40-ft container and 
the rates being charged by NICs carriers such as Evergreen 
highlights the weakness of Japan's competitive position. 

The pressures confronting Japanese companies operating 
on the North Pacific route, combined with continuing prob- 
blems of overcapacity in tankers and trampers, have raised 
questions about the suitability of the existing six-company 
structure as the basis for Japan's international shipping oper- 
ations. An analyst at one of the major long-term credit banks 
servicing the industry suggested to the REVIEW that Japan 
might be better off with two companies providing liner ser- 
vices across the North Pacific (the same number as the US) 
instead of the existing six. 

In the shorter term the Big Six hope to cut costs by shifting 
labour out of their shipping divisions into a new series of 
land-based ventures ranging from real estate development to 
retailing (and, in the case of Mitsui OSK lines, airship ser- 
vices). On trans-Pacific liner services, efforts are under way 
to cut crew numbers to a minimum by automation of existing 
ships. These efforts have the support of the AJSU, which 
sees rationalisation as being preferable to reflagging and the 
total loss of job opportunities that could result. 

Rationalisation is imposing heavy costs — so much so that 
three of the Big Six (Japan Line, Yamashita-Shinnihon and 
Showa) have had to enter into formal financial restructuring 
agreements with their banks under which the repayment of 
principal on loans is being deferred until after April 1988. By 
the middle of the next year all three companies undergoing 
restructuring hope to be back in the black. But a complete re- 
turn to health may take longer. At the very least the industry 
would seem to be in need of a drastic cut in existing manning 
levels if it is to continue to be able to compete with rivals in 
the NICs. Oo 
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reign trade — 


;ari Goldstein in Taipei 
Rhe big news for the shipping industry in Taiwan was 
|. the unexpectedly sharp increase in the: island's foreign 
- trade this year, despite the sharp appreciation of the 
dollar: The result was strongly higher cargo levels for 
h foreign and domestic carriers serving the island's ports. 
ecially in the dominant containerised cargo area. | 
In the US eastbound trades, liftings for the first half of 
were up 17% over a year earlier — more than 11 million ; | 
ue tons rather than the 9.5 million tons in the earlier 
For the European trades, the figuresshowed zn even 
increase. Liftings for the first three quarters in 1987 
ed the 3 million tons for the whcle of 1986. Far Eastern 
Conference (FEFC) sources predicted the final quar- 
d bring the total for the year to 4 million tons. The re- | 
| stronger growth reflected the surge in trace with | 
san nations Taiwan enjoyed as a result of the NT dol- | 
| 
| 




































anced competitiveness against European curre ncies. 
rofit margins remain thin to non-existent for most of 
eign carriers, as rates — though better than ay2ar ago 
in many cases not recovered to 1984 levels. “Every- 
appy cargoes are still running so strongly, out the 
tition is just too stiff to make much money :n this in- 

































irst half of 1988 to the same pe 
s carriersMaersk, QOCL, and Se 














. creases, while still remaining 10-15% 


‘+ also proposed lowering lending rates. 
| scheme to 5.5% from the current 7. 







rofit of US$7.5 
iscal vear end- 





on the five remaining vessels from a total of 113,423-TEU GX- 
series ships. Eight of these will have builtto 2,728-TEU capa- 
city by Onomichi Dockyard of Japan and then enlarged to 
the GX configuration by China Shipbuilding Corp. (CSBC). 
The remaining three pure-GX containerships wiil be built at 
the Taiwan Gevernment-owned shipbuilder's Kaohsiung 
yard. an ; 

' Yangming's 


Both Evergreen and Yangming have for the most part re- 
mained resolute outsiders. În the common interest of en- 
couraging stable, rising freight rates, however, bcth have 
adopted a practice of following most conference rate in- 
below. accord- 
ing to industry sources. In the last few months, Evergreen 
chairman Chang has made public statements indicating some 
willingness to :oin conferences, if it could be donz on his 
terms. Evergreen had briefly joined the Anera early on, but 
then pulled out months later. 

CSBC remained mired in red ink. In the fiscal year endin 
June 1987, the shipbuilder lost NT$2.98 billion (U 5599.33 
million) on revenues of NT$7.79 billion. its worst year ever. 


The economics ministry presented a rescue plan for the 
state-owned shipbuilder that involved. a NT$1O billion 
capital infusien from the. sale of China Steel Corp. 
shares held by other government enterprises. The ministry 
| ! § financing 
ieeping the 
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Trading with North America 


1s this simple. 
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-e 1 CP Rail Newko Shipping Ltd. 

Infact, w importing and exporting Hibiya Park Building, Room 911 10th floor, Haenam Building 
between North America and Asia/ Yuraku-Cho, Ch -Ku 21, Bukchang-Dong, Chung-Ku 
Australasia as smooth as silk by offering Tokyo 100, JAP. Seoul, SOUTH KOREA 
you complete transportation in every Telephone: 03 213-6926 C.P.O. Box 2194 
respect. So if you're still using multiple Telex: 222-2997 Telephone: 02 753-6221-5 
carriers you're carrying a burden you CP Rail Telex: K27246 


don't need. 1702 Swire House 
CP Rail's experts worldwide provide HONG KONG . 


i Telephone: 5-248161 
you with detailed shipping plans, p! 
computer monitoring of goods, rate and Telex: 31087 


» 
customs documentation, specialized R.V. Sablin and Company a 
equipment, vast intermodal capability, 500 Collins Street š CP E a j | 2 
and even marketing and sales assis- Melbourne 3000 
tance. All with one invoice. And just Victoria, AUSTRALIA 


eck. Telephone: 62-2443 Canadian Pacific 





Do you need a cargo system that's designed for 2001 and beyond? 
You do if you're reaching for the sky. 
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In Cargo Village at Bangkọk International Airport, Thai now has one of the most sophisticated cargo operations in the world. 
Fully computerised, our new System transfers, stores and retrieves cargo containers with maximum speed, accuracy and 
safety. Thais vast-worldwidesnetwork and Bangkoxss unique location as the hub of Asia make us the 4 a 
No.1 choice for cargo. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. e3 Tha 5 
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Cowboys and colonisers 


The White 


Apos: American Governors on the Cordillera Central by Frank 


Lawrence Jenista. New Day Publishers, Manila. P.120 (US$6). 


Te generally dismal state of the 
Philippines today says little for the 
stewardship of the US, the ar- 
chipelago’s former colonial master. But 
high in the Cordillera, where awesome 
rice terraces give testament to the 
willpower of the highland tribes known 
collectively as Igorots, a different story 
is told. 

In Ifugao, site of the most famous of 
the terraces and the longest period of 
American rule, the legend of Jeff 
Gallman lives on. Frank Lawrence 
Jenista’s incisive study of America’s 
most successful experiment in empire 
rides highest when it recounts the 
exploits of Gallman, a runaway from 
Texas who fell in love with the fierce, 
proud Ifugaos. Gallman was sent to 
tame them, but instead 
he became their apo 
(chief) in the early par 
of this century. e 
brave, audacious Gall- 
man personified Ame- 
rican rule over a region 
which had never — not 
during more than three 
centuries of Spanish 
colonialism and not be- 
fore — been ruled by 
any single force. 

The force which sub- 
dued the Cordillera was 
not entirely, or even 
Pomeniy. physical. Un- 
ike the Spanish, who 
attempted to crush the 
Igorots in order to force 
upon them their own set 
of mystical beliefs, the 
American apos adapted 
themselves to native be- 
liefs, offering progress 
and p rather than subjuga- 
tion. Forging alliances with village head- 
men, learning the language and culture, 
offering an end to centuries of terror, the 
apos may have come to control, but they 
in equal measure offered to protect the 
natives. 

The white apos of Ifugao — restless 
young men who had fallen in love with 
the Philippines and returned home to 
find American life lacking heroic chal- 
lenges — took a romantic view of duty. 
They sought to shoulder the colonial 
load by enlisting in the Philippine Con- 
stabulary, from which they rose to the 
status of kings, even demigods. And 
once in place, they were difficult to dis- 
lodge. One, William E. Dosser, stay- 
ed on the Cordillera for 30 years, 
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and would have remained until his 
death had World War II not inter- 
vened. 

The others spent less time on the 
Cordillera, but they were well and 
fondly remembered by the Ifugaos 
Jenista interviewed in the early 1970s. 
That was particularly true of Gallman, 
whose name became literally synonym- 
ous with justice among the Ifugaos de- 
y oa his tendency to behave wildly when 

nk (which was apparently often). 
Jenista's apo tales are entertaining — a 
tipsy Gallman, for instance, is reported 
to have shot the tail off of a dog because 
he deemed the appendage too long — 
but also instructive. 

While Gallman's drinking eventually 
forced him from his post and later cost 





him the opportunity to return to the 
Ifugaos (his surrogate family, Jenista 
theorises), such behaviour only de- 
lighted the Ifugao headmen, who them- 


selves enjoyed dipping into rice wine 
and living lustily. 


E E apos lust for life included 
women, and Jenista does well to 
document the relations between the 
apos and Ifugao women, which were 
honest and easy — a condition made 
easier by the normality of pre-marital 
sex in the culture. 

These harmonious relationships con- 
tribute to the strong case made by the 
author that the American-Ifugao match 
was made in heaven (if *a coalescence 
of behavioral patterns which resulted in 


a mutually satisfactory symbiosis" can 
be interpreted as such). 

The author does, howevér, give 
short shrift to the question raised at the 
end of his sub-chapter on post-Hispanic 
religious missions — namely, what kind 
of identity transformation was neces- 
sary for Ifugaos to adapt to Christian- 
ity? 


So completely incompatible was the 
new religion that Ifugaos who converted 
were faced with renouncing their entire 
former e. and society. It is little won- 
der, then, that the apos, ever sensitive 
to the integrity of the society they over- 
saw, made no effort to help the mis- 
sionaries. 

Dosser, in fact, was denn 
the proselytisers as a pagan (indeed, 
he admitted to having inalterably shift- 
ed his world view to fit in with the 
Ifugaos). 

The question applied to religious 
conversion might also be asked in the 
context of introducing the simple tribes- 
people to such “civilising” influences 
as a cash economy and government 
bureaucracy (though 
the latter was kept to a 
minimum by the apos, 
who served as gover- 
nors, generals, judges, 
tax collectors and wise 
men, thus leaving the 
lowland Filipinos who 
took power after 1935 
to introduce this con- 
cept). 

Jenista argues that 
in comparison with 
the exploitation and 
loss of cultural iden- 
tity the Igorots would 
doubtless have faced if 
left alone to cope with 
the devious lowlanders, 
they were well-served 
by the white apos. In so 
contending, he ignores 
the fact that lowlanders 
might have continued 
to be repulsed if the 

Americans had not supervised the 
building of trails between villages and 
thus opening them up to outside con- 
tact. But the Ifugaos welcomed the 
trade and safety brought by more open 
communications — the trails are given 
the greatest credit for bringing to an end 
the age-old problem of head-hunting. 
Although he credits the simple de- 
termination of the white apos to offer 
their charges a “fair and square deal,” 
Jenista wisely avoids the temptation to 
marry American myth to Cordillera re- 
ality. While the apos indeed represent- 
ed the American frontier ideal of brave, 
square-dealing, take-charge cowboys, 
Only the isolation of the mountains al- 
lowed them the leeway to succeed in 
their bold enterprise. — Chris Vaughan 





Peking attempts to cool down the economy 


China on the boil 





















































"or the second time in three 
W years, Peking is struggling to 
b ing its overheated economy 
under control. Since August it 
has introduced sweeping regula- 
tions in a bid to dampen activity 
before it develops into the kind of 
uncontrolled surge that nearly 
overwhelmed the country's eco- 
nomic managers at the end of 
1984 and in the first half of 1985. 
— With pressing economic prob- 
lems to solve, long-term reforms 
are now pushed into the back- 
ground — a setback to reformists 
who believe China needs more 
and not less restructuring to so ve 
its problems. There will still be a 
hetorical commitment to reform at the 
‘13th Party Congress, starting on 25 Oc- 
tober, but much will depend on how 
w l| Peking tackles its economic dif- 
ficulties in the next few months. 
— ]n the nine months to June 1987, all 
major economic indicators — those 
measuring industrial output, invest- 
ment and wages — rose at a speed com- 
+ arable to that of the last boom. Money 
sup ply grew by 50% on an annualised 
ia : in the first six months of the year 
- a rate nearly three times that of in- 
dustrial output. This big gap between 
credit expansion and economic growth 
implies that inflation is much higher 
than the official rate (measured by the 
retail price index) of 8.8% at end-June. 
Because of inflation and rising state sub- 
sidies, the budget deficit is expected to 
‘be much larger than the forecast Rmb 
K: 8 billion (US$2.1 billion). 
.. The Chinese economy, always beset 
by chronic shortages, is being 
pushed to the limit to produce 
more and better goods and ser- 
vices quickly enough to. catch up 
pn suddenly expanded demand 
in all sectors. To conservative 
Chinese leaders who still re- 
member with ay the runaway 
- growth of 1985, the latest statistics 
. reflect a situation that needs to be 
. checked quickly — even if it means 
. reform has to be slowed. 
—  [Inlate August, Peking imposed 
. price ceilings on a wide range of 
products, thus reneging on many 
sweeping price decontrols intro- 
. duced during the past two year$. 
. Last month, at a national meeting 
attended by vice-premiers Yao 
Yilin and Li Peng, the governgent 
- | announced the imposition of tight 
_ | controls on prices, credit and in- 
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Sources: State Statistical Bureau Montaly Bulletin. 


vestment spending — all priority areas 
fcr liberalisation — until the end of next 
year. 

Chen Muhua, president of the Pec- 
pes Bank of China (the central bank), 

repeatedly said that the banks 
priority is to retrieve a large portion ef 
the money in circulation and to cut back 
credit growth. Annual lending quotas 
have been lowered. Rural credit, which 
has been rising particularly fast, is to be 
fmozen at the end-June level. 

These measures will achieve only 
seme of the desired dampening effect 
because liberalisation has unleashed 
economic forces which the government 
can no longer easily control. 

The coming months will be crucial: 
ir the final quarter — factories rush to 
borrow and to produce to complete an- 
nual quotas; workers press for their an- 
nual bonuses; and consumers do their 
y2ar-end shopping. 
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The last boom took off in the 
final quarter of 1984, peaked in 
mid-1985 and tapered off in the 
ensuing months. With depleted 
stocks and credit choked off, 
many state enterprises, already 
debt-ridden and dependent 
largely on bank loans and gov- 
ernment subsidies, were pushed 
into deeper trouble. With the 
worst-affected cities experienc- 
ing negative growth, reform- 
minded leaders felt that mea- 
sures to control the boom had 
been too harsh and called for 
easier credit and other liberalisa- 
tion. By April 1986 they had suc- 








—e ceeded in rallying enough politi- 


cal support to cut short what was uP 
posed to be a longer cooling-off period. 
The economy subsequently picked 
up from a 4.4% rate of increase in the 
gross value of industrial output (GVIO, 
the broadest measure of industrial per- 
formance) in the first quarter of 1986 
over the 1985 level to 9.2% in De- 
cember 1986 and 15.9% in the June 
quarter of this year. It soon became a 
parent that the growth, if unchecked, 
could easily soar to the record level of 
23.2% recorded in the June quarter of 


1985. 
M any Chinese leaders disapprove of 
rapid economic growth because it is 
associated with economic chaos and in- 
evitable recession. In China's experi- 
ence, double-digit growth often means 
growth in quantity (and wastage) but 
| not in quality or in the most-needed 
areas. During the 1985 boom, factories 
spent their increased funds on 
wages, bonuses. office buildings 
and other projects not directly re- 
lated to raising productivity. Indus- 
trial output rose, but quality and ef- 
ficiency lagged. Rising wages, en- 
oo profits and other extra cash 
in the pockets of individuals and en- 
terprises set off intense demand 
pressures in an economy suffering 
from chronic shortages. Supplies of 
energy, transport and vital raw 
materials were stretched to the 
limit and prices soared. 

This is happening again in vary- 
ing degrees. Recent reforms have 
not gone far enough to correct the 
serious structural problems which 
become more evident during 
hypergrowth. In the first five 
months of this year, industrial out- 
put grew by 11.2%, but realised 
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profits grew by only 0.8%. Problems 
such as stockpiling, falling quality and 
heavy losses by state factories con- 
tinued. Growth of energy and transport 
supplies also lagged demand. In the first 
six months of this year, cargo handling 
capacity increased by 8.5% compared to 
1986. Output of electric power, raw coal 
and crude oil grew by 9.696, 4.595 and 
4% respectively. 

While important infrastructure pro- 
jects are being neglected, capital con- 
tinues to flow into investments not di- 
rectly related to production. 

Fixed-asset investment by state- 
owned enterprises — the single largest 
investment outlay in the economy and a 
statistic which is relatively more accu- 
rate than that for the non-state sector — 

rew by 15.3% in 1986 and 21% in the 
irst half of 1987 (the government had 
planned minimal increases in invest- 
ment in 1986-87). Similar spending by 
the collective and private sectors is up 
even more. 

Chinese leaders disapprove of high 
investment spending  be- 
cause of its large scale (fixed- 
asset investment accounts 
for about one-third of na- 
tional income), its inefficient 
use of resources (which go 
more into property develop- 
ment than on machinery and 
technology) and the demand 
that it fuels for wages, raw 
materials, energy and trans- 

rt 


Wage rises have also out- 
stripped economic growth. 
There is no effective 
mechanism to encourage 
factories to accumulate pro- 
fits to upgrade production, 
rather than to distribute 
them immediately among 
employees. In 1986 and 
January-June 1987, wages of 


nomic since 1984 


One view held by officials in the 
» generally by red large plan- 
stability, is that the last bout of economic ov 
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the 130 million state-employed workers 
rose by 20% and 14% respectively, 
while labour productivity grew by only 
4% and 8.3%. There is intense social 
pressure to pay each worker more re- 
gardless of his or her factory's perform- 
ance — the tradition of *eating from the 
same big pot" (which means equal 
wages for all) is still alive. 


qe big increases in investment, in- 
dustrial output and wages have been 
fed by an equally rapid expansion of 
credit — the result of a more liberal 
credit policy in 1986 as well as the inabil- 
ity of banks to act as effective control- 
lers of credit. Banks find it difficult to 
refuse party secretaries demanding funds 
for local projects, nor can they sue 
debtors who default on loans. Reforms 


designed to address these problems have 
been studied but not yet implemented. 

According to IMF figures, China's 
money supply (money in circulation and 
quasi money) ballooned to Rmb 386.18 
billion at end-1986, a 55.5% increase 
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ment is necessary to sustain continued economic 
Higher prices are also unavoidable as 


into the open, they argue. With the | 


favour economic 
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over 1985 and slightly higher than the - 


previous record increase of 55.196 in 
1984. Loans for industrial production 
and fixed-asset investments in 1986 
grew over 1985 by 41.6% and 42.5% re- 
spectively (four times the growth of in- 
dustrial output). 

In the first six months of this year, 
lending in both areas grew more slowly 
but stili too fast, at around 3095, while 
money supply growth also stabilised. 

Another measure of the overheatin 
is spiralling prices. In many cities, 
cial figures show inflation at end-June 
reached 10-1595, with prices for non- 
staple food soaring. In Peking, Shang- 
hai and Canton, for example, prices of 
vegetables climbed by 25.3%, 39.1% 
and 54.6% respectively in May over the 
same month last year. There has been 
sporadic panic buying of some products 
such as prain, sugar, salt, matches, 
soda, washing powder, cotton cloth and 
knitwear. 

In short, the economy is suffering 
from aggregate demand esi greater than 
aggregate supply — a peren- 
niai problem in Chinas de- 
veloping economy where the 
cake is never big enough to 
share around. The situation, 
however, has worsened in 
the past two years with rising 
expectations, increased in- 
come, easy credit, and more 
channels for enterprises to 
raise investment funds. 

Peking is finding it in- 
creasingly difficult to main- 
tain the supply-demand bal- 
ance because a growing sec- 
tor of the economy is outside 
its control. In industry, the 
share of the non-state sector 
(collective and private) in 
the GVIO had risen from 
19.2% in 1978 to 33.396 by 
June 1987. In investment, 
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never cooled down effectiv | 
have grown NA. 
been trimmed restructured properly, it is ed, and Chinese leaders traditionally gather each year, a consensus — 
has been allowed to expand further in , putting has emerged — a full-fledged effort to prevent another un- at 
arcessere on an siready-exhaustod economy. surge. a 
; among the younger theorists closely associ- There have also been open attacks on the inflationary _ 
ated with Premier Zhao Ziyang, argue that there is no Yee the more radical China 
cause for alarm because the problems reflect the coun- tion of the People's Bank of 
try’s transition from the old, rigid command economy to China, this month wrote: “A high growth rate 
the new, mixed market and plan system. The expansion by budgetary deficits, excessive credit and money 3 
in money » they argue, has been a reflection of supply is abnormal apd cannotépe for ee od 
the bigger and more active economy and increased invest- and is » — Louise do Rosario 
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only about one-fifth of fixed-asset in- 


vestments are funded by direct budget- 
ary grants from the government. The 
rest are fihanced by bank loans, reserve 
funds of factories and private financing. 
At the latest.count, prices of 65% of ag- 
ricultural products, 55% of industrial 
products and 40% of industrial raw mat- 


| erials are no longer subject to strict 


state-administered prices (though with 
Peking's latest mandate, local govern- 
ments may still intervene to maintain 


| price stability). 


Credit control, therefore, :s the most 
important lever left to the central gov- 
ernment as its influence continues to di- 
minish in China's evolving mixed econ- 


omy. All banks are state-owned and 

most funds are channelled through the 
_ banking system. “Once we turn off the 
- tap, the situation will be more controlla- 
- ble,” said a Chinese official confidently. 


But banks are as urgently in need of 


_ reform as any other economic sector (as 
- most vividly illustrated by their rush to 


lend , cor c opt at the end of 
1984). Bank reform, however, is impos- 


sible as long as factories are not 
punished for loan defaults. Likewise, 


actories cannot be good bank clients 
unless they are disciplined by more ra- 


tional production costs, which are in 


turn dependent on price reform. 


| Byeking so far has reacted more calm- 


ly than during the last runaway 
wth because the surge th:s time has 
built up over a longer period. *We are 
more cool-headed than the last time. 
We've watched it coming for some 
time," said a Chinese source. | 

There was also a smaller merchan- 
dise trade deficit of US$2 billion in the 
first half of this year (according to cus- 
toms statistics). During the last boom, 
the deficit was rising by about US$1 bil- 
lion each month. 

In some aspects, this growth is caus- 
ing worse problems than in the last 
boom. Inflation has been more wide- 
spread because the role of the free mar- 
ket in China's mixed economy has 
grown much bigger. The budget also 
suffers more as the central government 
has exhausted its savings and has to pay 
out more on food subsidies and to sup- 
port ailing state factories. (In 1985, 
there was a Rmb 2.16 billion budget 
surplus against this year's expected 
Rmb 7 billion-plus deficit. ) 

With two politically sensitive issues 
looming large, some reform. policies 
have also been compromised. In the af- 
termath of 1984-85, reformists managed 
to push through price, labour and otner 
reforms, but not this time. The only 
major reform introduced this year is the 
so-called contract management,system 
under which state factories guarantee to 
surrender a certain amount of profits to 
the government — a temporary mea- 
sure to increase.state income but no 
long-term solution to improving pro- 
ductivity. 
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Freedom...ofa sort 


Australia to scrap its restrictions on domestic airlines 


By Hamish McDonald in Sydney 


| n giving notice that it will end the cosy 
duopoly that has existed for 35 years 
en major Australian domestic air 
routes, Canberta has adopted the most 
liberal option put up in its recent review 
of domestic aviation. But some analysts 
tear the promised competition may orly 
be a transitional phase to market domi- 
nation by the rapidly expanding Ansett- 
TNT transport empire. 

Newly appointed Communications 
and Transport Minister Gareth Evans 
moved in parliament on 7 October to 
give the required three years’ notice of 
termination of the “two-airline policy" 
whereby importation of aircraft, capa- 
i and fares have been rigidly control- 
ied to keep two domestic carriers — pri- 
vately owned Ansett and government- 
owned Australian Airlines — in profita- 
ble and exclusive competition. 

The 
by legislation in 1981, has met growing 

ublic discontent over “cost-plus” fare 
vels and pe scheduling, which 


critics claim have greatly suppressed po- 
tential internal air travel. The Austra- 
lian Labor Party (ALP) government 
commissioned a review headed by 


senior transport industry executive 
Thomas May, who outlined early this 
vear five possible degrees of dereguia- 
tion (REVIEW, 22 Jan.). 

Evans ad 
option. From October 1990, controls on 
importation of aircraft will be removed; 
detailed f.xing of seat capacity for each 
trunk airlne and the larger regional jet 
operators will cease; the federal govern- 
ment will withdraw from pegging air 
fares, and constraints on entry of new 
domestic zarriers to trunk routes will be 
removed. 

Competition will be ensured by giv- 
ing the anti-monopoly body, the Trade 
Practices Commission (TPC), jurisdic- 
tion over air fares (which it now lacks). 
In additicn, the government has scrap- 
ped plans to sell off domestic airport ter- 
minals as the most likely buyers would 
nave been the existing airlines. Instead, 
a new civil aviation authority will ensure 
"effective access" for new entrants. 
Australia s high safety standards would 
not be weakened, Evans said. 

As interim measures to improve 
competition, Evans said “interlining” 
rights — being able to carry foreign vi- 
sitors on domestic sectors — would be 
restored to international flag carrier 
Qantas from next July. These rigats 
were taken away in 1979, with the result 
that Oantas now flies about 19,000 
empty seats on domestic connections 
each weex. 


policy, renewed most recently 


ted the most sweeping |: 


The government has also ap- 
proached the politically thorny question 
of shaping up Australian Airlines to be- 
come a tougher rival for Ansett. With a 
capital base of only A$130 million 
(US$94.2 million) and subject to gov- 
ernment borrowing limits, Australian 
has lagged well behind Ansett, 
capitalised at A$430 million and backed 
by the resources of its joint owners, Sir 
Peter Abeles’ TNT transport group and 
Rupert Murdoch's News Corp. 

Ansett has a current fleet of 52 air- 
craft and about 50% of domestic trunk 
route traffic, against Australian's 30 air- 
craft and 42.5% market share. Austra- 
lian has been struggling to keep its fleet 
up-to-date and appropriate to traffic. It 





recently postponed an A$650 million 
order for nine Airbus A320 jets at some 


financial penalty, ard ordered smaller 
Boeing 737s. Ansett and its affiliates in 
the TNT group have, meanwhile, placed 
staggering orders. TNT ordered 72 of 
the new British Aerospace 146 quiet 
jets, the first five years' production run. 
Simultaneous with ans' licy 
speech, Ansett announced an order for 
27 new Boeings for delivery from 1990 
when the new regime takes effect. 

An ominous prelude to the new 
“freedom” came at the end of July when 
INT announced it had concluded an 
agreement to buy East-West Airlines, a 
third carrier which had built up a 7.7% 
share of trunk route traffic by finding 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. 
AND THERE NEVER WILL BE. 





niches in the two-airline policy. 
TNT agreed to pay A$180 million to 
owner Stan Perron, a Perth entre- 
preneur, who had bought East-West only 
weeks before from Ric Stowe’s Griffin 
Group for a reported A$150 million. 
The takeover is still subject to scrutiny 
by the TPC. 

The choices for Canberra come 
down to either privatising Australian or 
injecting extra capital itself. The same 
problem is posed by Qantas, capitalised 
at only A$149 million. The government 
has no funds to spare, but is bound by 
specific ALP policy enshrining public 
ownership of the two airlines and vari- 
ous other utilities. 


[> rime Minister Bob Hawke has plac- 
ed the question on the agenda for 
next June’s ALP conference, and Evans 
has, meanwhile, set up a committee 
stacked with ALP and trade-union prag- 
matists to make specific recommenda- 
tions. The preference is to float 49% 
equity in each airline. Australian will be 
converted into a company (like Qan- 
tas), instead of a góvernment commis- 
sion, to give more boroni freedom. 
The new policy rejects various pro- 
posals that the distinction between 
domestic and international carriers be 
abolished. Air New Zealand in particu- 
lar had fought for extension of the 
Closer Economic Relations agreement 
between Australia and New Zealand to 
allow mutual civil aviation access, 
pointing out that Wellington had al- 
lowed Ansett to take up 50% in a 
domestic airline that is now Ansett New 
Zealand. Air New Zealand had had its 
eyes on East-West, which the Griffin 
group had planned to float before re- 
ceiving Perron's offer. Another option 
was a merger of Qantas and Australian. 
This has disappointed some Austra- 
lian proponents of competition as well 
as the New Zealanders. They tend to 
see Ansett so far ahead by the time Aus- 
tralian is geared up that, by 1990, it will 
be able to quickly crush the opposition. 
That the new policy delivers what 
Ansett itself had sought worries some in 
the ALP as well. Trade-union leader 
John Halfpenny called for an inquiry to 
"clear the air" about links between 
Abeles and the Hawke government, 
talking of "crony capitalism" to an ap- 
preciative meeting of the ALP leftwing. 
Hawke's authorised biography calls 
Abeles a “father-figure” to Hawke. 
However, Hawke shows no signs of 
granting Abeles his ultimate favour, 
giving Ansett the right to fly interna- 
tional routes. 






































JB. 
BLANCPAIN 









Faithful to the traditional art of watchma- 
king, each watch is still assembled, pol- 
ished and finished by hand by the indivi- 
dual watchmaker. 








In all, only four ladies’ watches and six 
men's watches, each individually signed 
and numbered, leave our workshops at 






BLANCPAIN SA - CH-1348 Le Brassus - Switzerland 


Tx 459 420 Tél. 01041-21 85 40 92 


Informations by 









What the new policy delivers is not 

intended to be anything like the present the end of the day. 
US deregulated environment, from E 
which have flowed accounts of declining 
SACHE en safety worries. Instead, e 

vans said, Australia has looked more EL O waveu io are 
to the Canadian experience where dere- €) Desa Jewellery Co. ud. 5 des. oe Aa gD ae 
gulation has not resulted in the same se, SUNNY WATCH & JEWELLERY CO. LTD. 
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The People's Republic of 
China Year-Book 1987 

€ People's Republic of China Year- 
3 1987 is not only fascinating reading 
for those with social and cultural interests in 
China, but an essential reference for 
veople with business dealings in the 
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What is it? 
This classic volume with over 750 pages 
singularly offers the most complete guide 
0 every aspect of life within Chira 
available today. Its contents range from 
he people and culture to economics, 
inance, trade, politics, education. science 
and technology. Plus countless other 
“subjects covered in precise detail. 
Tris the culmination of thousands of hours 
in research invested by the New China 
‘News Ltd., professionals who know the 
country intimately. The result is a 
 €yclopaedia of unparalleled insight and 
information. 
Who needs it? 
f you have any interests in China at all 
then you'll find the People's 
Republic of China Year-Book 
1987 to be an essential — . 
^e mpanion. And, because 
‘it is completely indexed, it 
is a particularly helpful 
à: "ference for students, | 
yrofessors and people conducting | 
b siness in or with the country. 













| The People's Republic of China 
| Year-Book 1987 combined with 
| The Almanac of China's Foreign 








.| Economic Relations 1987 bring 
| you all the information about 
| China you'll ever need. 
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A O Please send ... copy(s) of The 
P 's Republic of China Year- — 

1987 tor which I enclose 
US$95/HK$740 per copy. For 




































, for airmail delivery | 
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NOW THESE TWO CLASSICS 
CAN BE YOURS AT A 


SAVING OF US$34.80 
Buy both of these informative books 
and you can save US$34.80 off their 
criginal combined price. Which 
means that for less than US$140 
you'll get: 
€ Thousands of pages of detailed 
data examining the changing face of 
China. 
e Expositions, speeches and articles 
contributed by authoritarians, 
pertaining to the exciting market 
tential and business opportunities 
evailable in China. 
e Hundreds of photographs and 
illustratioas of interest. 
e Two systematic and valuable 
references for those with business 
dealings in China. 
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BO Please send ... copy(s) of The 
Almanac 


of China's Foreign 
Eccnomic Relations & Trade 
1987 for which I enclose 
USS79/HKS615 per copy. For 
surface mail delivery add 
USS6/HK$47, for airmail 
delivery add US$22/HK$170. 
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C O Please send ... copy(s) each of both 


For little more than the cost of a single night in a 
— Beijing hotel, you can have two books vital to 
i anyone doing business with China. 


The Almanac of China's 
Foreign Economic Relations 
& Trade 1987 
China's trade policies with the rest of 
the world have never offered more 
opportunities than they do today. The 
country represents an unprecedented 
potential — an expanding market 
equivalent to one quarter of mankind. 
And vet, data on this rapidly growing 
economy has, until recently, been scant 
and unreliable. 
Now, there is one book that 
encapsulates every detail relevant to à 
businessman conducting dealings with 
China - The Almanac of China's 
Foreign Economic Relations & Trade. 
What is it? 
The Almanac records articles and data 
contributed by leading scholars and 
authoritarians as well as representatives 
from China's Foreign Economic Relations 
and Trade Department. Its contents are 
extensive and detailed, systematically 
laic-out for ease of reference. It includes 
vital information to businessmen, such 
as trade policies and 
restrictions, and even 
offers listings of potential 
joint-venture partners. 
Who needs it? 
The Almanac is absolutely 
vital to anyone thinking of, 
or already involved in, 
business relations with 
China. It is also a fascinating 
record of the changing face of 
China’s trade pelicies. Not only 
is it one of the few books that 
offers an accurate view of China’s 
economy but it is also the most 
' up-to-date documentation of this data. 
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The People's Republic of China 
Year-Book 1987 and The 
Almanac of China's Foreign 
Economic Relations & Trade 1987 
for which I enclose 
US$139.20/HK$1,084 per set. 
For surface mail delivery add 

, for airmail delivery 


US$ 
add US$44/HK$340. 


This pre-publication 


offer expires 
November 30 1987. 
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Coffee pact jars 


Indonesia to renew demand for bigger export quota 


By Vaudine England in Jakarta 


pera will renew its demand for a 
higher coffee export quota at next 
year’s meeting of the International Cof- 
fee Organisation (ICO), according to 
the Junior Minister for Cash Crop 
Development, Hasjrul Harahap. Mean- 
while, it will make do with the margi- 
nally increased quota of 4.75% (up from 
4.51%) which was granted at the 6 Oc- 
tober ICO meeting in London. In- 
donesia had efiginally asked for 6% of 
the total export quota of 58 million 60- 
kg bags. 

The smaller-than-hoped-for quota 
will hit projected revenues rather than 
output. Indonesia's coffee production 
of about 380,000 tonnes a year is un- 
likely to increase dramatically. There 
are already tight restrictions on the set- 
ting up of new plantations because of 
the surplus on world markets. Only the 
rehabilitation and replanting of existing 
estates are permitted. 

Since 1981, however, Indonesia has 
exported almost half of its output to 
non-ICO countries like China, the 
Soviet Union and Eastern Europe. 
Harahap says it will now increase ex- 
E to these countries after guy its 

CO quota. But selling to non-[CO 
countries is less profitable. Prices can be 
as low as half those obtainable through 
the ICO. For example, in 1985 Jakarta 
signed a contract with Algeria for an- 
nual shipments of 20, tonnes for 
US$35.64 million — about 81 US cents a 
lb. At the time that was barely half of 
the ICO price. 

Indonesia earned more than US$800 
million from coffee exports last year, 
against US$660 million in 1985 and 

S$568 million in 1984. World Bank 
projections suggest that, even with the 
current quota, export growth could be 
4% up to 1991 and 3.6% in the five years 
after that. 

Despite the low quota, the price dif- 
ferential between ICO and non-ICO 
markets means there is little incentive 





for Indonesia to leave the ICO and mar- 
ket coffee on its own. Indonesia also 
acknowledges that with the current 
surplus on world markets obtaining a 
bigger quota will always be difficult. But 
Harahap believes that future ICO talks 
may be more fruitful for Indonesia. The 
London meeting accepted the principle 
of basing quotas on current output in- 
stead of past performance. This should 
benefit Indonesia because its produc- 
tion has increased substantially over the 
past few years. 

The London accord has also pre- 
vented prices from falling too far. Cot. 
fee now sells on the international mar- 
ket for about 105 US cents a Ib. If this 

rice level can be maintained, says 

arahap, then Indonesia’s coffee out- 
put can be kept at the current level of 
about 380,000 tonnes a year. This is par- 
ticularly important for Indonesia as al- 
most all coffee is produced by tradition- 
ally insecure smallholders. 

The long-term viability of In- 
donesia's coffee export business, how- 
ever, depends on factors other than 
quota and price. Tough competition has 
raised the issue of quality control. In- 
donesia can produce world-class cof- 
fees, but processing and packaging in- 
dustries have yet to reach uniforml 
high standards. It is this area of the busi- 
ness, as much as the size of the world 
market, that needs attention, com- 
mented one coffee trader. o 
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Make the Asia Yearbook part of your Review 
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Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
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US$24.95/HK$195. For airmail delivery, 





please add: USS7/HK$55 

Payment of 
| (Please print in block letters) 
| Name 
| Address 
| 
| County 
| C @etspeeded O Surface mail 


Cheque payagle to Far Eastern Economic Review enclosed 
To: Circulation 


INDONESIAN COFFEE 
OUTPUT AND EXPORTS | 








d Land 





p à = ce f LIC 
— — — — - 


A 











J — " 
— — — — 
z 


m T. ; P 





WONC1029 


a we a = = è = Ae "T. $5 ——c—À —ÁI——— —— X s — S 
e p. 47 X - = Jm - > AE a ts > ~~ "3 
O PAA IPS) PARLAS A mam asss? mo -— t 





| a 
| MARKETS 


| Life in the shadows 
| Taiwan's financial black market survives liberalisation 


| | By Jonathan Moore in Taipei 

f ( Codes of foreign-exchange 
| 

oF 





Giscount on the black market, at 
MT$29.60:US$1 compared with NT$29.93. 

The black market has thrived in 
Taiwan in step with the country’s ex- 
port-led economic boom in recent 
years. The burgeoning economy has 
created a wealthy sector which is con- 
santly looking for investment oppor- 
tunities. The relative scarcity and 


controls has caused major readjust- 
ments to Taiwan’s foreign-currency 
black market but is far from closing | 
down the long-established underground — 
institution. People in Taiwan have al- 
ways relied on a large and efficient black 
market to help them move money 
offshore to bypass old restrictions on 
outward remittances. Habit,andhoards underdevelopment of local financial in- 
of unreported income, seem to be stitutions could not serve these needs, 
| enough to keep the market afloat under so many wealthy Taiwan residents had 
today's easier exchange repe. to look to the underground sector, in- 
e Central Bank of China (CBoC) duding legally undefined “grey mar- 
on 15 July lifted controls on outward re- | kets,” for advice. 
mittances to allow Taiwan residents to © Legal outward investment channels 
take out up to US$5 million a year for are limited to five domestic financial in- 
_ each person. In March, controls were | stitutions, which, though empowered to 
imposed for the first time on inward re- pct l 
. mittances, with residents restricted to 
ee yen. 
" ile fewer people are changing NT 
| dollars into US dollars at the numerous 
{| jewellery stores in the city centre — 
. many of these stores operate as under- 
_ ground money-changing centres — sev- 
| eral factors remain, both economic and 
- cultural, which are likely to slow the ex- 
pected shrinking of the black market. 
One factor is the NT dollar's drama- - 
| tic revaluation against major foreign 
currencies. That pressure, combined — 
- with the new restriction on inbound 
remittances, has given black-market 
E es a new opportunity to 
sell dollars. (Despite the relative : 
ease with which exporters can remit | 
money by overpricing invoices, there is £ 
still demand for black-market services.) 
From arate of NT$39.31:US$1 atthe | 
beginning of 1986, the NT dollar has 
risen 31% to its present rate of | 


Landle overseas equity or debt invest- 
ment, lack the expertise to provide 
advice on how and where to invest. 

Some foreign-investment institutions 
in Taiwan, licensed only to provide ad- 
vice, have begun quietly to sell overseas 
securities as well. While the law does 
not explicitly permit this activity, it also 
does not prohibit it. 


T 


NT$29.98. Its rse has slowed in recent 
months, but the perception that it could 
rise again has spurred Taiwan residents 
with investments offshore to want to 
bring their prcfits home. Speculators 
from Hongkong and Japan also form 
part of the incoming tide, analysts say. 
Far from flowing out of the country, 
money has been flowing in since the lift- 
ing of foreign-exchange controls. The 
country's mountain of foreign exchange 


See ayer opr 


he Ministry of Finance (MoF) has 
recently announced that four local 


has grown, since 15 July, to about | investment trust companies will be al- 
U billion, reflecting heavy pur- | bwed to provide overseas mutual fund 
chases of US dollars by CBoC in its at- | investments for Taiwan residents, but 


S POA Era QC NT. 


has limited the size to US$40 million eaca. 

One irony is that while the black 
market has in the past played a positive 
»ole by acting as a safety valve for excess 


Kquidity in the economy — in part 
caused by 


tempt to moderate the rise cf the local 
currency. The vieni of the prop- 
erty market is evidence of this, gnd the 
stockmarket index rose 3,000 points be- 
tween 4 July and 1 Octobér. œ 

The black-market exchange rate, 
which is listed daily in the lo@! press as 
the “US dollar cash price," has reflected 
the new trend. US dollars now sell for a 


the government's policy of re- 
quiring that foreign-exchange earnings 
ef exporters be changed at the CBoC for 
NT dollars — it now plays a negative 









part in becoming a vehicle for specula- 
tive funds coming into the country. 

An MoF official noted the diminish- 
ing importance of the unofficial market. 
“Since the relaxing of foreign-exchange 
controls on 15 July, black-market busi- 
ness is not as thriving as it used to be," 
he said. 

But while it may be shrinking, there 
are signs that outward foreign-exchange 
trading still continues. A Taiwan bank- 
er, who heads a travellers'-cheque divi- 
sion at a US bank, said he is able to get a 
rough gauge of the volume of black-mar- 
ket activity, month by month, from the 
size of the liability side of the cheque- 
selling operation. 

The travellers’ cheques. which are 
often bought unsigned at local selling 
banks, are purchased b black-market 
operators and are cashed abroad before 
the bank even receives the deposit from 
the selling bank. In a month of hea 
black-market cheque buying, he said, 
the operation's liabilities can reach 
US$4 million. 

Observers point cut that many in- 
vestors still see the US real-estate mar- 
ket as an attractive investment. Many of 
them are looking overseas to invest 
funds which may include large amounts 
of unreported income. These investors 
may understandably want to shun offi- 
cial channels in favour of more discreet 
transactions available on the black mar- 
ket. Estimates as to the amount of peo- 
ple's earnings in Taiwan that goes unre- 
ported and untaxed range from 40-60%. 

Culturally, the underground market 
holds a substantial position in tradi- 
tional Chinese business practices, ac- 
cording to both foreign and local busi- 
nessmen. Official channels are often 
avoided in favour of quicker, bureau- 
cracy-free transactions made through 
connections based on friendship. In 
such a climate, uncfficial and unre- 
corded transactions are common. 

A black-market deal is | coma a 
fairly simple arrangement. A customer 
brings à cheque, cash or bank draft in 
NT dollars usually to a city jewellery 
store. In return, the operator issues a 
cheque denominated in US dollars and 
drawn on the operator's account some- 
where in the US or Hongkong, for 
example, or arranges for a telegraphic 
transfer to be made to the customer's 
foreign bank account. 

Inward transactions are carried out 
in the same way, only in reverse. Other 
areas of black-market finance include 
lending and gold and futures trading. 

Authorities tolerate the black mar- 
ket because it satisfies an t need 
and relieves the already overloaded 
bureaucracy of having to regulate and 
track an additional mountain of busi- 
ness transactions. Also, the black- 
market exchange rate, being generally 
closer to a real, free-market rate than 
the artificial official rate, is used by the 
CBoC as a gauge of the market value of | 
the NT dollar at any given time. o 
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The good things in life don't come easily. Like the smooth, 
mellow taste of Chivas Regal. It takes more work to make it. And to buy it. 
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GRUPPO AGUSTA. T. 


Gruppo Agusta. A world leader in the 

field of helicopters. Airplanes and 

avionic/aerospace systems for c'vil 

and military use. 

A commitment to research and 

development of ever more complex 

systems and advanced technology. 

A participating partner in many 

international projects and 

programmes. 

“The mission goes on” means 

continuous exploitation of know-how 

to open "xor r1 2 8 fps MET E 
Every my in E F Brio». 
22 companies, develops in a 

constantly evolving research 

environment. 


Research and Aerospace Techmology 





MISSION GOES ON. 


P 
= 
- 
- 
Pa 
- 
- 
< 
— 
D 
—À 
T s 
-— 
- 
- 
x 
_ 
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This used to be the best way to spend the night 
before your business week in Europe. 


Now, SAS introduces an even better way. 


SAS regularly receives distinction after cistinction 
for its outstanding service. So, naturally, a night flight 
to Europe on SAS First Class mus: be the ultimate. 

Still, we may have a better idea for you. 

Try our new Daylight Express en Sundays (from 
Oct. 4) and fly SAS First Business Class to Europe. 

First a short hop to Bangkok in the morning and 
then nonstop to Copenhagen. You'll arrive in the late 
afternoon with perfec connections to major cities in 
Europe. 

You'll enjoy all th® comforts*of our First Business 
Class at a very reasonable price. And, best of all, 
when other airline passengers have hardly started 


their journey, you'll already be snoozing in your hotel. 
By the time the business week gets underway, you'll 
be fresh as a daisy. 
But, you might say, | still prefer flying at night. 
Fine! We're the only airline that gives you a choice. 
Night and day, the principle behind SAS is the 
same. We're making it easier for people who travel 
on business. 


MI ISAS 


The Businessmans Airline 


SAS BANGKOK 253.8333. HONG KONG 5-265973. TAIPEI 7120138 MANILA 8100798. SINGAPORE 2251333. JAKARTA 584110. KUALA LUMPUR 2426044. 








Philip Bowring in Hongkong 

The end of the bull 
“market is not the end 
of the capitalist 
world. It could be a 


By 















e" cathartic, even neces- - 


sary, experience. It 
may even be the pre- 
NP lude to a serious re- 
cession. But in itself it is of no more sig- 
nificance than, for example, the crash of 
gold and associated speculative com- 
modity prices from their February 1980 
peak. They initially fell 3096 and even- 
tually 7076 before reaching a trough. 
Cool heads will compare the latest 
stock prices not with those of last week 
but with those of last year. The table of 
Sydney, Hongkong, Taiwan 
Bangkok stockmarket indices 
offers some useful comparisons. 
. «History does not record the — 
majority of analysts and com- 
mentators remarking a year ago 
that prices in all these markets 
were conspicuously cheap. In- 
deed, Australia and Tokyo 
were already at levels, relative 
to their respective interest 
rates, which staggered investors 
with long memories. Almost all 
markets had been ona five-year - 
upswing — the bull market of a 
generation. SOM | 
The problem with the lat- 
est crash is not so much the 
steep fall in share prices. 
The ripples flowing outfrom 
the collapse are more serious. 
» The speed of the fall has perhaps 
made it impossible for many margin 
traders to get out in an orderly fashion. 
It may be some time before it is clear 
how serious their problems are. It isone 
thing for Taiwan to fall 2596 in.a week 
after rising 25% at the same speed. It is 
quite another for a market which has 
laboriously climbed 4096 in a year to fall 
by that amount in two days. 
It is one thing for a market which 
rforms as a liquidity sink, driven by 
individual or corporate surplus cash, to 
suffer such a setback. It is quite another 


and 








for markets which have been driven by | 


investor willingness to borrow and buy 
in the expectation of further advances 
or buoyed by the cash provided by 
leveraged buyouts and debt-financed 
takeovers. |. 2 | | 


The biggest danger lies among the fi- 
nancial institutions. It is idle to specu- 
late on who may be in trouble. But those 


which have regularly been providing 
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The ripple effect of declining share prices is the threat 


. The end of the ride 


margin lending of 50% or more will not 
come off lightly. This. is- particularly 
dangerous in the US because it is not 
clear where the deregulation of the 
domestic market and the intérnationali- 
sation of foreign ones has led. There isa 
danger that the uncertainty may spread 
into the potentially unstable field of 
debt and interest-rate and currency 
Swaps, where players have already 
become more cautious in recent 
weeks. 

One of the few encouraging signs 
from both London and New York has 
been the huge volume of trading, at 


liquidity. More worrying has been 
Tokyo, which has been marked by a 


20 Oct. 


lack of trading. It is a good way of mas- 
saging the index but it does nothing to 
ease more fundamental problems. 
Markets can trade their way out of 
roblems, which makes all the more 
oolish the Hongkong Government's 
supine acceptance of the closure of the 
territory's stockmarket, in the apparent 
interests of exchange chairman Ronald 
E and members rather than of the pub- - 
ic. 
» The pyschological impacton consum- - 
ers and corporate managers, as well as 
small investors, as they perceive a sharp - 
reduction in their wealth is potentially - 
serious. In the short term, the biggest 
problem may lie in the US where recent - 


rises in interest rates and the high level |. 


of consumer debt have already induced | 


caution. The US may need a recession | 








least in the major counters. This has no.|- 
| | doubt helped many obtain badly needed | 
New York, London, Tokyo, Sinagpore, | 









TABLE by Barny Lae 


| even better, earnings growth. But price- 
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anyway if it is to make significant 
roads into its trade imbalance. He 
ever, it may slip into a severe one if co 
sumer and investor caution coinc 
with a serious attempt to cut the budget 
deficit. E 

If an end to profligacy is needed 
the US, it is certainly not needed 
Japan. There, two years of massi 
property and share-based lending | 
only recently started to affect domes 





capital values could slash individ 





would depress dome 
 . Markets are in. 
.On the one hand, th 
budget deficit, several ye. 
easy money worldwide, . 
pick up in commodity. | 
have raised the spectre 
tion. On the other, cau 
cal policies everywher 
the US, moves by J 
West Germany towa 
money, and continue 
ness in. Third World..d 
(other than Asian new 
dustrialised countries) poi 




















































recession. 3 e 
The dilemmas have 
shown by the market. The sto 
collapse was immediately preceded b 
flight from bonds. And it was accor 
Peg initially by a flight into gold. I 
ation and high interest rates seer 
the danger. But on second thoughts the 
deflationary consequences of the equ 
ty collapse became apparent. Bonds 
soared, gold weakened. 3" 
Both responses, however, say that 
the equity market had run far ahead of 
either inflation or deflation scenarios. 
Yes, there was economic growth and, 








earnings ratios had been going up at the 

























ents in this bull-ring are the 
ationalisation of markets — ma 

pe from one to another of lin b 
2: they feed on each other — and | V 
k futures trading, where activity is | 
robdbly more the effect than cause of 
market volatility. x 2 | 
_. But there is no denying the bull mar- - 
ket is dead. Privatisation, the product of | 
ideology and opportunism (:n the shape - 
apparently ever-rising markets), is - 
adly wounded. So too must be the. 
rrowth of financial services, or at least | 
he securities aspect. That in turn will 
ve significant consequences for em- 
oyment and top-of-the-market prop- 
rty values, in London and Hongkon 
n particular and Tokyo and New Yor 
0 some degree. 








p tumbles 


By Review correspondents in Tokyo, Hongkong, Kuala Lumpur and Sydney 
cmm As Asia-Pacific | October, but when prices there con- 
stockmarkets flound- | tinued to fall, the TSE followed other 
ed in the wash of hage | boursesdownward. —— ^ — — 
erm declines on Wall Unlike London and New York, the. 
| | Street and in Europe, | TSE imposes a daily limit averaging plus 
local analysts focus- | Or minus 15% on price movements ofin- 
ed their attention on | dividual shares. Most shares could not 
v ZEN" Tokyo, the regien's | trade at all on 20 October because the 
“industry standard." The value of | imbalance between buyers and sellers 
shares on the Tokyo Stock Exchange | was too great. The TSE, which is empo- 
(TSE) was slashed by more than ¥60 | wered to indicate a special quotation on 
trillion (US$421.1 billion) on 20 Oc- | counters, lowered the price in small 
tober. | steps on untraded stocks. Even then 
As the shock of “terrible Tuesday” | buyers could not be found until shares 
wears off, there is deepening alarm in | reached their limit for the. day where 
. Tokyo taat the worldwide collapse in they remained until the close when or- 
equities will trigger a recession. Shares | ders to buy at the market price 
have never fallen so far nor so fast in | were matched. Only | 10 million 
shares were traded in the morning with 
most of the remaining 475.2 million 
trades conducted near the close. TSE 
turnover for much of this year has aver- 
aged more than 1 billion shares a day. 
In an attempt to restore confidence, 
| brokers reported, the finance ministry 
asked the big four brokers — Nomura, 
Daiwa, Nikko and Yamaichi — to open 
 amarket in shares of Nippon Telegraph 
and Telephone (NTT) and about 20,000 
shares were traded at around ¥2.65 mil- 
lion, 260,000 lower than the previous 
close. A price of Y2.6 million is re- 
garded in the markets as the minimum 
acceptable to the Finance Ministry, 
which is planning to float a further 
tranche of the stock on 10-12 
November, to raise ¥5 trillion to help fi- | 
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"> ut market players, even those who 
-— participate indirectly, are only a 
minority. What matters to most are in- 
e streams, rather than transient 
|; in capital values. The macro-eco- 
ic effects of the stock collapse 
ild be much less than the 1973 and | 
| crises. and less than the continu- 
erican debt problem —the 
nt deflationary factor in 
d today. But much will depend | 
ngness to bite the bullet now —to | 
at many companies, mostly | 
hich have expanded so aggres- | 
1 borrowed money, wil go 
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national Monetary Exchange ended at 
d MN | . | 18,200, a discount to the cash market of 
job fcr the authorities is D _ proportions which seemed to suggest 
e that the liquidity — not the sol- | more trouble ahead. ! 

/— of key institutions is main- | Tokyo could not possibly avoid 
in the face of rumour and panic | being affected by the panic on Wall 
< Street and though Japan's economy is 
1 far strorger than the US, a slump there 
; will deeply harm Japan's recovery. In- 
| vestors in Tokyo had managed to shrug 
| off the stockmarket plunges in New 
|! York oti 6 October and again on 14-15 
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nance its budget. 












e us likely to join hands with the 
Fed, but the West German Bundesbank 
was thought unlikely to join withou 
at coercion.) | 
City analysts familiar with the debis. d 
kong market ascribed no such presci- 
ence to Hongkong Stock Exc e offi- 
cials, however, and concluded that the 
market closure reflected critical. prob- 
lems over arbitraging between the 
stockmarket proper and the Hang Seng 
Index futures market, as well as prob- 
lems of over-liberal margin financing. 
They were predicting the early resigna- 
tion of several leading stock exchange 
officials in Hongkong. : 
There is anticipation of a “whiplash” 
fall in Hongkong when trading resumes 
on 26 October, rather like the delayed- 


action effect of Wall Street's slide on 


y Anthony Rowley in London 

"he “meltdown” on Wall Street, as market for several days (and the con- 
.4 New York Stock Exchange chair- sequent closure of the Kuala Lumpur 
man John Phelan described it, left New market) at the end of 1985 during the 
York institutions too shocked to reactto ^ Pan-Electric crisis was more forgiveable 
events elsewhere, though the follow-on because of special local circumstances, 
collapse in Asia and Australia came as — he suggested. . | | 
mo surprise. But the City of London, The only thing which could vindicate 
preoccupied as it was with its own | the Hongkong decision in the eyes of 
stockmarket crash, still had time to London institutions would be proof that 
n | the closure had been undertaken iz the 
ong market. knowledge of a concerted international 
operatien to shore up collapsing 
stockmarkets around the world. 

. (US Federal Reserve chairman Alan 









| Greenspan's assurance on 20 October 
dit- | that the Fed stood ready to liquefr the 
ickey | US financial system, presumably 

against the failure of financial institu- 
26 | tions, was seen in London as the start of 
e | such an operation. The Bank of Eng- 
s | land and the Bank of Japan were 
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A ort tn ree tee 


1929. The 102.6-point recovery on 20 
| October did little to restore confidence. 


| In addition, the TSE cut the ratio of | 
| margin collateral investors must put up: 


from 70% to 50%. It also increased the 
proportion of the market value of the 
margin money from 60% to 7096. This is 

extremely important for individual in- 
vestors who geared up heavily to partici- 
pate in what was until the collapse a 
stockmarket boom. 


. These moves helped a little. The | 
market bounced back in trading on 21 - 


October, climbing 2,037.32 points, with 
1.1 billion shares changing hands. In the 
morning, there were few sellers around 
and many shares were not quoted. 


. However, trading picked up strongly to- 


wards the close. os 
In the next few weeks, much will de- 


pend on whether Japanese portfolio in- 


vestors are prepared to buy more US 
public debt. Noriko Hama, an official of 
the bearish Mitsubishi Research Insti- 
tute, believes that Japanese bond yields 
will follow those in the US upwards and 
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points to the waning appetite of Japan 
for US Government bonds. Net pur- 


| chases of overseas fixed-interest securi- 


ties were reported to be a tiny US$1 bil- 
lion in the first half of October after a 
paltry US$4 billion for the whole of Sep- 
tember. As recently as July, net acquisi- 


.tions of foreign bonds was US$8.9.bil- 


lion, almost all of which was US. debt. 


The gap in yields between the US and 
Japan is not felt to be enough to make : 


up for exchange-rate risks. 


but such a move might intensify bear 


for the current fiscal 
March. 


` In Hongkong, after succumbing to 
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ness on 19 October, the Wall Street 
domino effect took a very heavy toll. 
The FTSE 100 index fell 250 ints on. 
that day and closed another points 
down on the following day, for a fall on 
the day of some 12%. Most market. 
makers mu " to 3 o vu 
changes fast enough for the SEA Q price 
system as equities crashed. E | 
But it was on Wall Street where the : 
atest trauma was to be felt. The 
-32 point fall in the Dow Jones Aver- 
age on 19 October, to 1738.4 as the mar- 
ket suffered a rout from panic sellin 
(accompanied by an almost equal fr 

to buy bonds) was equal to 22.6% — 


more than twice the percentage fall seen: |- 


in the worst days of the market crash of 


] wes was full of rumours of re- | 


= gional US brokers being in trouble | rent 


| Sachs on Wall Street had to issue denials | their 


and even 
Lynch, E. F. Hutton 






of problems. 
medium-sized brokerages were report- 
ed to be experiencing fin: 
ties and even the biggest market makers 
(many of them owned by US investment 
banks) face horrifying inventory losses. 


bank 
tions (and possibly even banks) rather 
than through any official purchases of 
shares, which analysts believe would be 
futile in the face of a bear market. 


under 


In London, several 
financial difficul- 


‘If there is.to be any concerted inter- 


national action to shore up the markets, - 
itis nag tdt to take the form of central- 
lines 


to securities market institu- 


Insurance companies, too, came 






or sellers of stock. | 
ual investors on the 
don could not get at. 











` -= | Orders are such that fund managers wi 
AL prominent loser could be 

the Japanese Government with its 
NTT share offer next month, the biggest - 
ever anywhere in the world. It could : 
delay the sale until the markets calm, . 

| bids in the 

sentiment. But it cannot wait too long to | 
sell.if it is to meet its budgetary targets - 
year ending next | 
| ferring a notional index of around 2,0 





| unprecedented boom over tt 


econd- l | pel 
| Stocks, with punters following the 


| USS$60. 
from US$65 to as low as US 
though the Taipei stockmarket act aliy 
rose on 19 October — as battered L m 

| don dealets noted with astonishment. 


| miums ove? underl 
| during the byli ma 

| Some of the Asian markets a 
being resili 'emim 




































| the pressures from the Wall St 
in the week to 16 October, the 
change took the astonishing step 
ing the market on 20 October, th 


world sell-off seem naive, as local an 
international investors have sell order 
piled up awaiting the reopening. 

In addition, unit-trust redemptio 


have no option but to liquidate massi 
positions in the Hongkong market 
whenever the market reopens. By 2 
October, with the market closed for two 
days and another two to go, tentati 
ey market were suggesting 
a fall of 30-40% from the levels las 
traded on 19 October. The Hang Seng 
Index closed at 3,362 on 19 October; in- 





































on the grey market by 21 October. - 
It seemed highly unlikely that an 
one would emerge from the Hóngkong 
market debacle unscathed, anc 
trust managers, after experienci 


ear, were courageously agree 


eep their doors closed, in thi 
Of stability. Aside from 
stockbrokers, and their bankers, H 


which has grown at a rate surpassin, 
egulators' ability to monitor i 
ivities effectively. P 
A feature of the late sumn 
y on the market has been 
- and third-line s 


as managers sought to liquidate hold. 
ings in order to meet redemption de- 
mands from clients, ue 
The London-listed or London-deal 
qeu country funds for Asia — such as 
e various Korea funds, the Taiwan 
funds and the Malaysia Fund — all suf- 
fered heavily during the first days of the 
market crash. The Malaysia Fund had - 
roughly halved in value by 20 October 
and the price of the original Korea Fund - 
had dropped from US$80 to less than 
e Formosa Fund also fell - 
$46, even | 


Such funds hgve enjoyed heavy pre- 
et and even though 






silient, those 
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more accurately reflect their true worth. 

This development has left some of 
the more speculative and aggressive 
unit trusts in jeopardy, and one, 
. Gartmore (Hongkong), was besieged 
- by unit-holders demanding redemp- 
tions, but the firm has elected to sus- 
pend dealing in all of its funds until the 
markets stabilise. Other fund managers 
have also taken decisions to suspend 
dealings, a position they are able to 
maintain at the discretion of managers 
and trustees, but which will have a last- 
ing effect on investors annoyed at the 
lack of liquiditv in a crisis. 

Many funds are highly geared, so 
that the notional net asset value will 
have to be diluted by the credit lines 
owed, and in some cases a 50% drop in 
values will leave unit-holders with total 
losses. The ramifications of these deci- 
sion$ extend well beyond the bound- 
aries of the Hongkong market, and por- 
tend disastrous results when suspen- 
sions of funds worth around US$10 bil- 
lion before the crash are finally liftec. 

On the corporate scene, it seemed 
likely Li Ka-shing, Hongkong's richest 
‘man, would defer or cancel planned 


rights issues bv his group of companies, |! 


though all have been underwritten and 

d the stage when underwriters can 
invoke force majeur. Another Li-re- 
lated issue was a HK$16 (US$2.1) a 


share bid for Hongkong Land, which | ^ 
refused as 4 
ejection of | 


the Jardine Matheson cam 
inadequate on 16 October. 
the bid, and the group’s ill-fated 
US$385 million investment in Wall 
Street investment house Bear Stearns 


last month, could leave Jardine as one — 


of the biggest losers in the crash. 
Hongkong, in fine economic sha 

before the crash, has taken a step. * 

closing its market, that will cost it d» 


off in a way comparable to the fears as- 
sociated with imminent exchange con- 
trol. This is a longer-term tannic. 
though, and the consensus was that the 
full extent of Hongkong’s crash had 
been delayed rather than avoided. 


i; Malaysia, the start of the stockmar- 
ket crash was not triggered by 
Wall Street but by heightened racial 
tension in Kuala Lumpur on 18-19 Oc- 
tober (page 14). Shareholders were 
scared into accepting losses of about a 
M$1 (40 US cents) a share to get out of 
blue chips such as Malaysian Airline 
mm and Malaysian International 
Shipping ys after the weekend. But 
by late on 19 October, when news of the 
tg slide in the Tokvo market 

Itered through, it became apparent 
that they had got off lightly. 

By the start of trading the wext day, 
those who had held onto their shares on 
the correct assumption thaterace riots 
would not occur were startled to find 
that world events had overBiken them. 
Panic selling hit the Kuala Lumpur 
'Stock Exchange (KLSE). 


rly 
as international investors will be scared 


Investors in the Stock Exchange of 
Singapore (SES) did not have quite such 
a soft landing. With no domestic uncer- 
— to cioud the issue, the market was 
m full rout by 19 October, with institu- 
tional investors trying in vain to do 
block deas slightly below the market in 
an attempt to offload stock. 

Foreign fund managers were forced 
to take profit to cover their losses in 
New York and London, contributing to 
the record one-day fall in the Straits 
Times Incustrial Index of 169.14 points. 

Attempts to stem the losses proved 
futile. On the morning of 20 October 
morning, brokers pressured the SES 
into asking the Monetary Authority of 
Singapore (MAS) for permission to 
close the exchange but were refused. 
Sources suggest that the MAS was keen 
to wipe out the stain of the three-cay 
closure of the SES in 1985 after the col- 
lapse of Pan-Electric. The Singapore 
brokers’ fears were realised as the 
Straits Times Industrial Index lost 247 
points to 2nd at 976.3. 

Foreign institutional shareholders 
were effectively prevented from 





offloading their stock on the KLSE. The 
exchange committee changed trading 
terms from the usual one-week delivery 


to overnight delivery only. Large 
foreign funds holding their share certifi- 
cates outside the country could not be 
sure of meeting the deadline and the 
penalty for not doing so was raised by 
the KLSE clearing house to 25% of the 
market price of the shares concerned. 
As a result of this manoeuvre, losses on 
the KLSE were noticeably milder than 
those on the SES and the KLSE's Com- 
posite Index fell by 56.14 points to 
302.41 o7 20 October. 

The long-term consequences of such 
a sudden drop in prices are hard to judge. 
Malaysia’s Employees’ Provident Fund 
(EPF) had invested M$608.9 million in 
111 publicly listed companies on the 
KLSE as of the end of June. The shares 
were valued at that time at M$751.3 mil- 
lion, so 2 20% drop in the market should 
not entail any actual losses on those in- 
vestments. Furthermore, as of the end 
of last year, about 87% of the EPF's 


'| closely scrutinised after its s 


funds had been placed in federal gov- 
ernment securities. 


n Australia, the unprecedented 

25% fall in the sharemarket on 20 Oc- 
tober — with the Australian All-Or- 
dinaries Index down 515.9 points to 
1,549.5 — saw most of 1987's gains 
wiped out in less than an hour, 
though the market still stood at three 
times its level before the 1982-87 bull 
run. Some bargain hunting rallied the 
market on 21 ber, but lower gold 
prices threatened gold stocks, the one 
sector that had withstood the rout. 

Hardest hit were the “entrepreneu- 
rial” stocks run by Australian and New 
Zealand takeover tycoons. Their active 
equity portfolios have suffered massive 
paper losses all rounc the world, though 
a few, such as Adler of FAI Insur- 
ances, appear to have gone liquid be- 
fore the crash. 

Robert Holmes 2 Court’s Bell Re- 
sources is heavily exposed to sharemar- 
kets through its 27% stake in Australian 
resources giant BHP and a 10% holding 
in US oil giant Texaco. The company is 
thought to be heavily geared, with debts 
about twice equity. The parent Bell 
Group is also heavily borrowed, with 

r losses on its investments in Stand- 
Chartered Bank, Morgan Grenfell 
and Sears. 

Ron Brierley's Industrial Hiqui had 
an investment rtfolio ued at 
A$3.96 billion (US$2.9 billion) on 30 


H| June 1987, concentrated in Australian 


industrials. Borrowings of A$3.5 billion 
are about 1.4 times equity. rg 
arm Industrial Equity Pacific had a 
sharemarket portfolio worth HK$9.3 
billion, which must have been sliced 
2096 by falls in London and New York. 

Alan Bond's Bond Corp. will be 


gens 
spree this year into TV, gol 

mines and, most recently, into the US 
brewer G. Heileman for US$1.2 billion. 

Elders [XL managed to get its Hong- 
kong vehicle, Elders Investments, 
safely afloat when it listed on 19 Oc- 
tober, but has a string of other major 
floats in preparation which may now 
have to be postponed. It is due next 
month to float equity in the British 
hotels acquired with its Courage Brew- 
ery takeover, from which Elders hoped 
to reap about A$1.9 billion. Towards 
the middle of 1988, Elders plans to list 
its brewing, agribusiness anc finance 
arms as separate companies. Elders has 
also seen about A$450 million wiped off 
the value of its 18.5 ?6 holding of BHP. 
Nevertheless, borrowings of about A$3 
billion seem easily carried by operation- 
al cash flow. 

Unless the market picks up sharply, 
casualties could be heavy among mer- 
chant banks, stockbrokers and smaller 
investors. Stockbrckers are estimated 
to have a total A$3 billion in bank over- 
drafts to finance their own portfolios 
and current transactions. ` o 


















It means that the same 
strong company man- 
ufactures and backs three 
of the most respected 
tractor and equipment 
lines in the industry. This 
means good things to you. 


Financial strength 
Ford New Holland is a 
company with the special 
kind of vision it takes to 
investin agriculture today. 
The addition of the 
Versatile? line makes the 
Company even stronger, 
with tractors in all sizes 
from 8 to 390 horsepower, 
plus a wide range of 
harvesting and materials 

| handling equipment. 


_| Dealership stability 
| That strength extends 
right down to o your local 








































Ford New Holland 
dealer. You can depend on 
him to be there when you 
need him. His product 
range is now broad enough 
to serve as your single 
source for tractors and 
equipment. Many of those 
products are industry 
sales leaders. They are all 
backed by the after-the- 
sale support of a well- 
stocked parts department 
and factory-trained service 
technicians. 








Product innovation 
Ford, New Holland and 
Versatile share a tradition 
of innovation. It includes 
the first mass-produced, 
affordable farm tractors, 
the first automated hay 
baler and the world’s first 











— Ford, New Holla 
and now Versatil 


commercially successful 
application of rotary 
threshing. Versatile is one 
of the world’s leading 
manufacturers of large 
four-wheel drive articu- 
lated tractors. Versatile 
also makes a unique 
Bidirectional ™ tractor 
that functions equally 
well with attachments at 
either end. 

With our research and 
development efforts com- 
bined, you can expect a 
continuing stream of new 
and better products from 
Ford New Holland. 


Quality products and 
services 


Our philosophy empha- e 
Sizes thei rune of 






























cess and every pr 
that goes into our preg 
ucts and services is. 
customer driven. It- 
embodies teamwork . 
among our employees, 
our dealers and our su 
pliers—all directed towar 
our common goal of _ 
offering the highest qu 
ity products which mee 
your work needs. 



















A new force emerges 










o get to the top in the airline 
business, Cathay Pacific has 
always invested in the best 
computer systems. And demanded 
exceptional service from suppliers. 
For their software, they often rely 
on the products and services of 
Unisys. 
In meeting their demands the two 
companies have established an 
exceptionally close and productive 
relationship. It 
began when 
_ we installed 







the USAS passenger reservations 
seftware, the best product of its kind 
ir the world. 

To make sure Cathay Pacific got 
the most from this complex system, 
we put top USAS experts like Shirley 
White into the Cathay Pacific EDP 
department on a permanent basis. 

"We developed a strong team 
spirit,” says Shirley White. “I almost 
feel part of the airline." 

As the two companies got to know 
each other, the involvement grew. We 
gave them access to the mainframe in 


> 


our Minneapolis Airline Development 
Centre. They sent us key managers to 
give vital advice on airline problems as 
we developed new software. Together 
we created some of the most 
innovative airline software products in 
the world. 

The results speak for themselves. 
Cathay Pacific has a worldwide 
reputation for superb service and 
business success. And Unisys leads the 
world in airline software. 

That's what the power of two 
can do, 


| "Together, we make sure 
! Cathay Pacific arrives 
in better shape" 


Shirley White, Airline Systems Specialist, Unisys. 
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For years, de Havilland Canada the de Havilland Canada family. reputation is making our a 
has been recognized as a worli It doesn't stop there. Now, upwartlly mobile family tl 
leader in aircraft design, pro- as a member of the extended leader’sghoice around 
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duction and after sales service. Boeing famil 
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BANKING 





Biting the hand that... 


Nepal imposes further taxes on foreign banks 


By Lincoln Kaye in Kathmandu 
N ewly imposed dividend 
threaten to 
filiated banks' return on investment to 
the point where it is no longer profitable 
for them to operate in Nepal, according 


taxes 


to G. S. Srivastava, doyen of the.coun- 


try's foreign-banking fraternity. The in- 
stitution 
owned by the Dubai-based United Arab 
Bank), is the first foreign joint-venture 
bank in Nepal to pay a dividend to its 
offshore shareholders. 


Nepal looks to the foreign institu- 


tions to introduce modern-banking con- 
cepts and methods to the sluggish, 
overly bureaucratic CHE 
ing system. By broa 


contractors, on whom Nepal depends 
for its development. They can also 
boost Nepal' own up-and-coming 
entrepreneurs and 
mobilise a broader 
deposit base for pro- 
ductive investment. 
But these benefits 
could be lost, bank- 
. ers warn, unless the 
dividends — tax is 
. eased, It took Nabil - 
| three years to earn 
enough profits and 
build up enough. re- 
serves to be in a posi- 
tion to pay a di- 
vidend, says Srivas- 
tava, the bank's exe- 
cutive director. The 
Other two foreign- 
linked. banks here, ee 
Grindlays and Indosuez, are still in their 
Start-up phase. | 
No sooner had Nabil earmarked Rs 
4.5 million (US$230,769) of its 1986 
profit of Rs 21 million to pay sharehold- 
ers a 12% dividend, than the Nepal 
Government slapped a 40% withhold- 
ing tax on dividend income. This was on 
top of a 50% corporate tax and a 12.5% 
foreign-investment surcharge. Alto- 
gether, Srivastava says, this leaves his 
Dubai principals with barely a 4.5% re- 
turn on investment — hardly enough to 
justify the pain of setting up shop in 
so dodgy a banking environment as 
Kathmandu. Other foreign bankers 
echo his complaint. |. | 
The imposition of the dividends tax 


was by no means the first time the gov- 


ernment had sprung a nasty surprise on 
foreign bankers. When Nepal first 


mooted opening its doors to interna- 


tional banks, some, like Citibank, 





reduce foreign-af- 


€ heads, Nabil Bank (5096 


ank- 
ening Kath- | 
mandu's range of banking services, 
international banks can accommodate | 
the needs of the aid donors and foreign |. 











rushed in to secure full branch licences. 
But a change of government in 1983 led 


to the first of many unwelcome changes. 
—- foreign equity in Nepalese banking - 
operations was abruptly limited to a- 


50926 stake from 100%. 


Citibank backed out, settling for a - 


representative office instead. So did 


Standard and ‘Chartered. Indosuez,. 


which had also secured a full-branch li- 






General manager Andrew. MacLeod 
and his staff operate-out of a makeshift 
banking hall in a suburban villa. 


potential rewards of being in Nepal 


are well worth it, the foreign bankers | 
agree. For one thing, a Kathmandu pre- - 
sence comesrelatively cheap: asubstantial : 
counter on the Kathmandu bourse can | 0 
be capitalised for well under US$2 mil- | the local, deposit base, which currenti 
lion, and highly qualified local staff can | 
be hired at very affordable wages. With | 
the foreign banks' edge in service, a re- | 
| tail-deposit base can be readily gar- | 
"nered. ... 40x ST. 
. Just how “local” the foreign banks’ | 











| stringent, bankers point out, making 


E M 


-| dential 10 an 
| earmarking 8% of the loan portfolio f. 

-| mandatory “priority-sector” 

j dubious recoverability. - 


: foreign banker explains, com 
> | handful of native entreprene 
| about a score of trading hi 


ij | EE ME a REVIEWDIAGRAM by Andy Tang 
or more,” says the Indosuez chief exe- | 

-cutive director in Nepal, Joel Pasche. It 
was not until early 1986 that the bank 
managed to open its plush downtown : 
office. But at least Indosuez had an of- 
fice to open. Grindlays was not so lucky, _ 





| | |! China is rumoured to be interested, too. 
S. despite all the frustrations, the 


| mechanisms as interbank mone 






| 0 
| move freely into Nepal from neignt 


_ change controls are strict. But Nepal’ 







| between lending and deposit rates he 


| bank's Nepalese connection 


_ pending upon how much business it can 








































Kathmandu deposit bases 
the subject of periodic press 
tion, since both people and 


ing India, where taxes are high and 
own exchange controls are almost a 


difficult for Indian racketeers to use 
Kathmandu as a conduit to more conge 
nial capital havens. Nor is a computer 
documented bank account in a friend 
ly neighbouring country the safest place 
add. ark ill-gotten Indian gains, the 


Kathmandu's foreign bankers adm 
however, that their appetite fo 
Nepalese deposits is high. The spread 


is so generous that banks can turn 
handsome profit even after meeting 
serve requirements, maintaining a pr 
% loan-to-deposit ratio 





assets 


Kathmandu’s prime borrowers 





family links to India (wh 





generate 
tunities). Th 
categories. - 

. rower the fo 
stitutions wot 
-ther avoid, th 








. have scant recou 
-a loan goes bad. 
Along with the 
mainline. lendir 
business, ^ off-bal- 
ance-sheet. fee. in- 
come from. guaran- 
tees and trade finance can comprise as 
much as half of a bank's revenue, de- 


generate with the offshore parent com- 
pany's. home-country contractors. It is 
with an eye towards such business that 
the Indian Government, a major aid 
donor, is pushing the State Bank of India 
to open in Kathmandu. The Bank of 


But there is not enough room for too 
many more foreign banks in the market, 
according to executives of those already 
here. At the most, Pasche estimates, the. 
three foreign-affiliated banks togethe 
can expect to build up to a 10% sharec 


stands at about Rs 10 billion. And eve 
this level gf operation could prove for- 
biddingly risky, Macleod adds, unless. 
Nepal evolwes such hedging and fundi 

currency markets. 
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y Charles Smith in Tokyo 

apan's etd Liberal Democratic 
Party (LDP) habitually sounds com- 
lacent about the country's domestic 


will not come to terms with Japan's suc- 
cess as a world economic er. In the 


casone, however, the mood has been 
ty different. 

























































DES 


growth prospects of the 
omy as well as (more 


nificantly, none of 
¢ appeared willing 
a solution to 


35* 


ajor feature of the. 
dership campaign 
s the fact that the 
level of housing- 
rices in Tokyo's 23 
1 1 July was 94.8% 
in à year earlier, 
ig land in inner 
snow worth at least 
mes as much as any- 
re else in Japan and | 
imes as much as land on. 
he US west coast (in terms 
of the area that could be 
bought in early 1987 with one year's 
average incomes). 
-.. Commercizl-land values in the Tokyo 
_ ward area rose by a “mere” 70.3% in the 
12 months ending 1 July, following a 
40.5% rise in the previous year. Dut 
major developers, such as Mitsubishi 
Estate and Mitsui Real Estate, have 
begun claiming that land prices are now 
“normal” development 














1d of make-be 


fokyo's property-price ‘madness’ defies reason 


ituation, while bewailing the fact that — 
oreign governments either cannot or - 
| quence of the 
| pricing of land out of the range at which — 
"un up to the election of a new LDP 
eader to replace Prime Minister | 
. downtown To 
| '7-km road needed to link the city centre - 
-AIl three would-be successors to - 
akasone admitted during the cam- | 
that a runaway increase in land - 
n the Tokyo area, as well as in - trillion (US$7 billion) with more than 
yrefectural capitals, is starting to - 
domestic - 
seriously) - 
ng to undermine social stabil- | 





TO REAL ESTATE COMPANIES 









lieve 


| IN | 
| Tokyo that have been highlighted bythe | 
| price spiral are not only causing prob- | 
dems for “legitimate” real-estate cem- | 

i 


panies amd their would-be tenants. A 
potentialy even-more-sertous conse- | 
land boom has been the 


the government can afford to buy it for | 
public-works projects. Land prices in | 
o are now so high that a | 

| 


with the Tokyo metropolitan govern- 
ment's projected new urban “sub 
centre" in the port area would cost ¥1 


95% of the cost made up of real-estate 
acquisition. — > 

In terms of the national economy, 
this means that money invested in EU 


FLOOD OF MONEY 


(Outstanding loans by Japanese banks) 


PASA 


"s T 
ie 


could go into the pockets of weaithy 
property owners rather than into those 
of people likely to spend it. Before the 
Tokyo land boom got under way, 
spending money on roads was seer by 
economists as one of the most effective 
ways of pumping new demand quickly 
into a flagging domestic economy. 
Apologists for the current state of 
the property market in Tokyo, whe in- 
clude & number of distinguished 
academics and economists, claim that a 
- runaway increase in land values is part 
of the price Japan is paying for the 
emergence of Tokyo as a major inter- 
national financial centre and for the 


TO ALL BORROWERS 


e REVIEWDIAGRAM by Micky 
lic works (at least in the Tokyo area) | 


dramatic switch from manufacturing to 
services in the domestic economy. The 
removal of barriers to foreign participa- 
tion in securities trading, coupled with 
the emergence of Japan as a top creditor 
nation, produced a deluge of branch 
openings in Tokyo by foreign securities 
companies and merchant banks, nearly 
all of whom have tried to find offices in 
the key Marunouchi-Otemachi business 
area. 

Foreign companies, which now ac- 
count for half the applicants on Mit- 


| subishi Estate's waiting list in the cen- 


tral area, are often blamed for having 
singlehandedly started the run on office 
space. This overlooks the fact that the 
“softening” of Japan's economic struc- 
ture may also deserve a share of the 
blame. Companies specialising in ser- 


vices, unlike those involved in tradi- - 


tional manufacturing, normally need to 
do business in big towns, with the result 
that a shift out of manufacturing leads 
automatically to more pressure for 
space in urban areas. | 

The final factor cited by theorists, 
who see the Tokyo land-price spiral as a 
natural response to broad 
economic trends, is the 
liquidity of Japan's bank- 
ing system and the unpre- 
cedentedly low interest rates 
that have, in effect, halved 
the cost of borrowing to fi- 
nance land investments 
over the past two years. 
Takahiro Miyao, an econo- 
mist specialising in land 
problems at Tsukuba Uni- 
versity, says it is reasonable 
for banks to use some of 
their surplus cash for prop- 
erty lending and a mistake 
for the authorities to try to 
interfere with this process 
through direct “guidance” 
of the kind recently attempt- 
ed by the Bank of Japan. 

Despite this, he and 
other academics are pre- 
edwe*ew pared to admit that the pro- 
cess may have gone too far. Bank lend- 
ing for property development is one 
thing, Miyao suggests, but a situation 
in which extreme liquidity in the finan- 
cial sector coincides with an abnormal 
shortage of land to invest in can have 
dangerous consequences. 








he lack of supply, which is one of the 
most persistent and problematic fea- 
tures of Tokyo's property market, re- 
flects a tax system that has the effect of 
penalising those who sell land, while 
favouring those who merely occupy 
land without developing it. But land 
specialists like Miyao question whether 
even a sharp increase in the fixed prop- 
erty tax — the key tax on land holdings 
— would be enough to break the dead- 
lock in the supply of land coming to 
market. At least as much of an obstacle 
to rational land use is the antiquated te- 
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ings to be erected up to maximum plot 


nancy-protection law, which makes it 
virtually impossible for owners who 


| wish to develop their properties to evict - 
` sitting tenants. . 


 Miyao cites a case in which a major 
property company gave up trying to de- 


velop a site after losing a legal battle. 
with a noodle-store owner occupying 
one corner of it. The company's chances. 


of winning were minimal from the start, 


he suggests, in that the tenancy law does 


not cite redevelopment as a reason for 
asking tenants to leave, even at the end 
of an agreed-lease period. | 
The difficulty of clearing land for 
development purposes by legal means 
has been swept aside in some parts of 


Tokyo.during the past year by the. 


emergence of a new group of "eviction 


specialists," who are prepared to get 
tenants out in return for a fee from. 


would-be developers, by means ranging 
from financial inducement to outright 
violence. But eviction specialists are 
powerless against another major obsta- 


cle to rational land development — the 


refusal of local authorities to consider 
dealing with space shortages by increas- 
ing plot ratios, or even to allow build- 
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in major cities) à 
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ratios in many districts of Tok 
the crowded central area. 


Miyao sees the negative attitude of - 


local authorities to more intensive deve- 
lopment as a carryover from Japan's last 
major land boom in the early 1970s, 
when an "urban-development adjust- 
ment zone" was establi | 
major cities such as Osaka and Tokyo tó 
prevent excessive development in outer 
suburbs. City authorities have since 
used the urban-adjustment system to 
impose a virtual halt on development in 
the areas concerned, thereby reducing. 
the scope for overflow from centra 

Tokyo into surrounding areas. A major 
motive for this policy is said to have 


been the desire to keep public-works 
budgets from rising out of control as 


roads and other infrastructure have 
to be laid down to service new resi- 
dents. | | 

Miyao's solution to the Tokyo land 
problem would involve a drastic 
liberalisation of present zoning systems, 


TOKYO VERSUS THE REST ,; 
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yo outside | 


shed around. 





as well as reform of the tax system and 
the adoption of US-style schemes for 

"securitising" land through new forms 
| of bank lending, which take into ac- 

count a borrower's real-estate holdings 

in assessing his ability to pay. The vari- 

ous governmental and  semi-gov- 

ernmental committees that have been 
Studying the land problem during the 
_| past few months seem to take a far more 
limited view. 

' A report published in mid-October 
bya committee consisting of more than 
100 parliamentary members of the 
‘| LDP, which had spent three months 


studying. land. problems, views the- 


|. Fokyo price spiral as a threat to the “will 

to work" of Japanese salarymen (pre- 
sumably because of the increasing load 
| housing loans) but ends up proposing a 


experts feel could even aggravate 


Tokyo's land problems. Instead of. 
suggesting ways to increase land supply, 


the LDP proposed a freeze on the sale 


| by open tender of the remaining pub- | 


licly held land available for develop- 


ment in Tokyo (including large tracts of - 


| land held by the 
mme rail system). E 
- In order to discourage 
price speculation in the 
. Short term, the. LDP be- 
 lieves the government's 


"AE E best hope is to "discipline" 
work speculatively inclined real- | 
die | estate dealers by tightening: Í 
| up the existing licensing 


the government should 
think seriously about in 
_voking provisions in the 


Law, which would allow 
the authorities to impose a 
ceiling on land prices in 
selected areas. dn 

As a half-way house towards the di- 
rect. control of property prices, the 





registration system in April for land 
deals involving areas of 300 m? or more, 
under which the government has 
the right to "warn" dealers to lower 
their prices if it thinks that prices are 
being jacked up excessively. The result 
of the scheme, according to the officials 
who have been in charge of the monitor- 
ing process, has been to lower margi- 
nally the prices at which about 3096 of 
the larger land transactions in Tokyo 






months. But smaller transactions, 
which are seen as the major force be- 
hind the price spiral, remain outside the 
government's net and are likely to be 
. much harder to police. In the long run, 
policing could be a harder and less effi- 
cient means of dealing with Tokyo's 
land "madness" than removing some 
of the ultimate causes behind the prob- 
lem. TE E | 








being placed on households by rents and: 


system. For the medium 
term, the report suggested - 


have been concluded during the past six. 








the recently privatisedstate | 


. National Land Planning | 
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i Taxlaws block 


| sellers while rewarding those who sim 
series of negative measures, whichsome | 


| been frustrated by the fact that resp 


j rectly concerned with the land pr 


| estate as lightly as possible. 


| tonomy ] 
| sion of Japan's powerful, 
. terior ministry) as the standa 


valued for property-tax purposes al 
full scope for vested interests to ir 
: ence the outcome. This has resulted 


_ cities like Tokyo where 
Tokyo city government introduced a | 


| area had risen in value by only 50% 
| since its previous meeting in autumn. 
| 1984. The actual increases in land value: 
| for the whole of the Tokyo metropolitar 
| ward area gaccotding to the NLA, were 
| 30.5% in the 12 months endin 


. But even the 
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land development 


| T National Land Agency (NLA) — 
a central government body which 
. was hastily created to deal with Japan s 


, last land boom in 1972 — and whi 
| now trying to impose sense on tod; 
real-estate values, has no authority 
taxation. Yet Japan's crazy patchw 4 
of capital gains, inheritance and fixed 
property taxes may be one of the main 
causes of the current spate of land mad- 
ness. The system appears to penali 


ply choose to sit on their land 
. developing it. 
Attempts to tidy up land taxes 


without 


have 


sibility is split between a number o 
ferent agencies, none of whic 


j as such, Au 
| The Ministry of Finance (Mc 
trols capital gains and inherit 
| tax. Fixed property tax rates 

| ever, set by hundreds of city and p 
| tural governments which appear 
an interest in letting off owner 


Local governments usua 
| the 1.4% A ipte laid down 
linistry (a watered 


ily st 


ii 
taxing any form of real estate, in 
farm land, housing land ando 
erty. fo 
But the system under which land 








xen 


the taxable value of land falling further 
behind its real value, especially in | 
prices have risen. 
steeply. |. — PE 
ie extent of the gap between the 
real world of sharply escalating land 
values and the cosy world of fixed prop- 
erty taxes was underscored in October 
when the Autonomy Ministry’s advis- 
ory committee on property-tax values, 
an ostensibly independent body which 
meets once every three years, met tode 
cide the land values on which taxes 
should be assessed for 1988-90. 3 

Using figures submitted by local au- 
thorities, the committee decided that à 
typical piece of land in Tokyo’s Ginza 





July in 

1986 and 949875 for the-following ve 
se figures grossh 

state the pace of increase in“ 









such as the downtown business district. 
The Autonomy Ministry also pre- 
over the bizarre “farmland valua- 
tion {system under which owners of 
land in heavily populated urban areas 
can be assessed for tax purposes at less 
than 5% of the normal valuation if they 
go through the motions of growing | 
crops instead of building houses or of- 
fices on it. 

The distinction between housing 
land and urban farm land was officially 
abolished as long ago as 1975 when the 
cabinet of former prime minister 
Kakuei Tanaka introduced legislation 
calling for the re-classification for tax 
p of some 40,000 ha of urban 
armland in 187 major cities including 
Tokyo, Osaka and Nagoya. But the cen- 
tral government's attempt to rationalise 
the urban farm issue by passing laws on 
the fnatter was frustrated by directives 
issued by local authorities. 

During the early and mid-1970s local 
authorities in many parts of Tokyo, 
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Osaka and Nagoya taxed their urban 
farmers at the same rate as other prop- 
erty owners but repaid them with “spe- 
cial” farm subsidies. From 1982 on- 
wards a system was introduced under 
which landowners in big cities would be 
exempted from the full rate of property 
tax in return for a written declara- 
tion that they intended to grow crops 
on their land for a minimum of 10 
years. 


“Crops” as defined by the 1982 mea- | MoF claim that local authorities' refusal 
sure are supposed to be commercially | to collect more property taxes from 
profitable and to require upkeep, but | their residents is rooted in a political 
derelict lots planted with Japanese | preference for keeping communities in 
chestnuts (a slow-growing tree which | place rather than provoking change. 
takes more than 10 years to bear fruit | t ng-established residents such as 
and which requires virtually no atten- | farmers and small businessmen usually 
tion in the meantime) are a common | form the core of the support organisa- 
sight on vacant lots in some Tokyo sub- tions of the conservative politicians who 
urbs. dominate local politics. 

Officials in the Tax Bureau of the Even in Tokyo, the pre-election 
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Invest-Loan 


Jyske Bank offers you the possibility of greatly 
increasing the return on your capi-al. 


An Invest-Loan is the latest forim of invesment which gives you“ 
even more possibilities for investment on he international 
markets. 

The advantages are obvious: You borrow 4 times the amount 
which you have invested in an ""Invest-Loan"' 
and the total amount is then invested in fcreign securities or 
deposited in a bank account. 

Jyske Bank’s Invest-Loan enables inves:ment in the best 
quoted securities, or bank accounts, so that you obtain the 
highest return of the market. 

It is a question of mutual confidence - on favourable terms. 
Of course there is a reason why so many people, duriag the past 

20 years. have obtained z steady return - with Jyske 3ank taking 
the initative. 
Take a step towards an Invest-Loan - start with the coupon. 
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| Suzuki not to introduce land policies 
that might force people to move is said 


to have tied the city government's hands | 
and prevented the introduction of tax 


measures that might have made the 
property market more flexible. 


he MoF officials also claim their 
own ministry fixes capital gains taxes 
to induce a "reasonable" level of turn- 
over in the real-estate market and dis- 
courage short-term speculation. “But 
outsiders disagree. The present system 
imposes a punitive 95% composite rate 
of corporate tax on real-estate com- 
panies that resell land within two years 
of purchase. | am 


Land held for five to 10 yearsistaxed 


at the normal corporate tax rate of 4295 
lus a 20% premium, but the addition of 


ocal taxes still brings the total up to 


around 80% of the resale profit. 


Critics of the MoF's attempts to. 


penalise speculative land deals claim 
that punitive tax rates on quick sales can 
easily be side-stepped through the 
technique of "land rolling," whereby a 
group of up to half-a-dozen companies 
buys and resells the same piece of land 
within less than a year, each time jack- 
ing up the price by a few percentage 


effect of multiplying the commission 


Cabbages reigr 


dential areas. It supports a population 


of more than 640, 


other vegetables. ter eg 
On a recent visit to the Nerima farm 


cooperative’s head office, the REVIEW | 
was told by ed executive that half: 
lion cases of cabbages | 


of the 1. 
eaten every year by Tokyo's 12 million 
people are Nerima-grown. The cab- 
bages are a high-cost crop but local 
farmers receive two kinds of subsidies 
from the local ward office — one for 


buying seeds and another based on ac- | 


reage, paid to owners of smaller farms. 


Apart from the subsidies, Tokyo |. 
| owe the luxury of eating fresh |» 
Nerima cabbages to a tax system which |- 

uries-old farming commu- | The ba 
.| Since all bank borrowings are deduc- 


residents 





allows a centuries-old farming c 
hity to survive alongside modern com- 
muter areas. | e x 

















| tended side effects, is the system under 


: | be earned through normal commercial 
points. The land-rolling system has the - 


supreme 


Landowners grow crops to avoid higher taxes 
N erima ward in northwest Tokyo is | — Th 


almost indefinitely provided another | 


that sellers of land in central Tokyo 


"ripple" effect of the capital gains tax 


pe 
payments that can be set off against the | 
total capital gain without significantly '| 
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below its market value, lan 
a more economical *asset 





adding to the real costs of speculation. 
io La gains on land held for longer 


periods, meanwhile, remain high | posesthan shares or cash (both 
enough to discourage many “legiti- | are assessed for inheritance tax g 
mate" landowners from selling their | full value). . 


A Mitsui Real Estate official tokd the. 
REVIEW that the incentive for wealthy - 
individuals to leave assets to their heirs 
in the form of land rather than share 
has become a major factor in escalating 
real-estate values in some parts of 
Tokyo over the E year. Ironically, 
less wealthy people who have inherited 
land from their ancestors in those are 
may be forced to sell to meet their in- 
heritance tax bills. 2E 

To correct the situation, MoF is s 
to be planning to lower the inheritan 
tàx burden on the average wealthy in 
vidual while making it more difficult 
the super-rich to use land as a tool for 
tax dodging. MoF bureaucrats adi 
however, that righting the wrongs of 
heritance tax ought to be only ee 


property, even though the MoF claims 
the rates are low. | 

A feature of capital-gains tax, which 
even the MoF admits is producing unin- 


which an individual or company selling 
a piece of land can defer tax payments . 


piece of land of the same value is bought 
within a specific period. 
The re-purchase concession means 


have had nothing to lose by paying pre- 
mium rates for land in residential dis- - 
tricts such as Satagaya or northern 
Yokohama, which originally are outside 
the zone covered by professional land 
speculators. Land. prices in such areas. 
have in fact risen éven faster than prices 
in Tokyo's three downtown. wards dur- 


-|step towards rationalising the 
ing the past 12 months, reflecting the 


land-tax system. 













THE TOKYO SPIRAL 
Land price % increases 
during the 12 months 
ending 1 July} 


system. 

A problem with inheritance tax is 
that the asset value of land often has- 
very little to do with the yields that can 


Housingiand § Cam: 








development. Rates of inheritance tax 

ange up to 75% on assets of more than 
¥500 million. However, since the valu- 
ation of land for tax purposes is far. 
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| heritance t 
Nerima farmers are not wealthy, 
| least in terms of their current income. 
large local farm of 2 ha can be expected 
to earn about ¥6.5 million a year from. 
the sale of cabbages in Tokyo's two 
large markets. Farmers, however, ma 
have to transport their own cabbages fi 
the markets and there is no guarantee 
E will not fall below break-even 

evel. GF =F 

Local officials say it is reasonable for 
| the ward office to. hel 1 
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E July, accótding to an estim 





fo financi ! | by the National I c 
schemes by cooperative members. | tual rise in®values was probs 
nk loans help to reduce tax liabi- | given the tepdency of offi 


well as finance development | st&te the ext nt of the 
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In everything but name 


Land-service companies develop property by proxy 


Bi Sia reluctance of Japanese land- 
owners to sell their land — and the 
punitive taxes they face if they do — has 
sparked off a boom in proxy land deve- 
lopment by companies which squeeze 
the maximum income from a piece of 
rime Tokyo real estate without actual- 
y buying it. Three systems designed to 
take the pain out of property develop- 
ment are on the market, with the total 
value of such development robably 
running into trillions of yen. Users in- 
clude not only private and corporate 
landowners, but also local-government 
authorities which often own tracts of 
land in the middle of cities but lack the 
knowhow or funds to do their own deve- 
lopment. 

Of the three indirect systems, the 
Commercial Housing System pioneered 
by Mitsui Real Estate Co. under the 
brand name “Mitsui Lets” and similar 
schemes offered by other large property 
developers promise the most spectacu- 
lar tax savings, though a spokesman for 
one of the two competing systems 
Suggests that landowners risk being 
taken for a ride by smaller and less- 
reputable developers. 

The essence of Mitsui's scheme is 
that the owner of a piece of land large 
enough to support an apartment or of- 
fice block buys a “development pack- 
age” under which Mitsui arranges 
everything from financing to planning 
and construction while technically only 
leasing for a set period from the Original 
owner the building it constructs. 

The beauty of the scheme, Mitsui 
says, is that a piece of land with a leased 
building on it is assessed for inheritance 
tax purposes at a lower rate than land 
which is used by its owner. A bank loan 
used to finance construction of an apart- 
ment house or office block on hitherto 
vacant land can also be deducted from 
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the value of the land for inheritance tax 
purposes. In effect, this means that the 
owner of a piece of land in central 
Tokyo can end up paying only about 
one-third of the inheritance tax he 
would have been liable for if he had 
failed to develop his land. 

If he had sold the land outright to a 
developer, or tried to develop it and 
lease it himself, he would have ended 
paying far more tax (because the inheri- 
tance tax attracted by the invested pro- 
ceeds from the sale of a prime city site 
runs far ahead of the tax liability of the 
land itself), or would have found him- 
self landed with tenants who might re- 
fuse to move because of the blanket pro- 
tection provided by the laws on tenant's 
rights. Neither of these points is spelled 
out clearly in the soft-sell TV advertis- 
ing with which Mitsui promotes its 
scheme, but the company says that the 
chance to reduce land-tax liabilities has 
been the main reason why some 500 
property owners have used the scheme 
since 1982. 

The attraction from Mitsui's point of 
view is that the company can earn a mar- 
gin of 10-15% between the rate at which 
it leases a building from the original 
owner and the rental income it collects 
from its own tenants. Selling develop- 
ment packages is far less lucrative than 
buying and redeveloping land in your 
own name, Mitsui admits, but the 
dearth of land available on the market 
means that any Japanese property com- 
pany which is interested in growth must 
ook to services as well as to more tradi- 
tional development work. In Mitsui's 
case, joint-venture development pro- 
jects, including Mitsui Lets, accounted 
for around 20% of turnover in the com- 
pany's last fiscal year. 

e main rival to Mitsui Lets is the 
land-trust system, pioneered in 1984 


— 
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by Sumitomo Trust Bank and sub- 
sequently copied yi» six other Japane 
ese trust banks. Under land trust, a 
property owner transfer$ legaL.rjekt 
over his land for a specified-period su- 
ally 20 or 30 years) to a bank and re- 
ceives in return the income the bank 
earns from developing the land (or from 
having it developed by a real-estate 
company) less a fee of up to 10% to 
cover administrative costs. 

As with the packages sold by real- 
estate companies, the land-trust system 
conveniently reduces liability to inheri- 
tance tax without forcing the owner to 
run the risk of installing tenants. More 
important, land trusts represent the 
only way in which local governments 
such as the Tokyo Metropolitan Gov- 
ernment can get value for money from 
their under-utilised land without selling 
it on the open market. In theory, Japan- 
ese local governments can go into the 
property business themselves, but in 
practice the time and effort required to 
get central government approval for 
inancing rules out this possibility. 

Sources in the real-estate industry — 
which would dearly have liked to get its 
own hands on some of the prime land 
owned by city and other local govern- 
ments — claim that the seven trust 
banks used their superior contacts with 
politicians to have legislation passed in 
May 1986 which for the first time al- 
lowed public land to be placed in trust 
with banks. 

Whether or not pressure was 
applied, it looks as if the new laws may 
be helping to uncork the bottleneck in 
public land development. Since June 
1986 eight projects involving local gov- 
ernments have been launched under the 
trust system while dozens more are in 
the negotiation stage. Of the projects 
which have reached contract stage, one 
of the biggest is a scheme to build a 30- 
storey office block on land owned by the 
Tokyo Metropolitan Government in 
Shinjuku in western Tokyo. 


T he newest of the three s of deve- 
ax send caes e and the one which 
robably offers the best deal to private 
andowners in terms of immediate in- 
come, is the New Land Lease system 
pioneered by Nippon Life Insurance 
Co. last year. Under Japan's antiquated 
traditional land-lease system, an owner 
is paid up to 90% of the value of his land 
for the transfer of tenancy rights at the 
time of signing a lease agreement, but 
must then either buy back the rights 
(again for some 80-90% of market 
value) when the lease expires or face a 
capital-gains tax on the notional profit 
made from the original sale. 

The Nippon Life system gets around 
the tax problem by means of a simple 
document, said fo be acceptable to the 
National Tex i, in which the land 
owner absolves the life assurance com- 
påny from paying for tenancy rights. 

In retufn, the insurance company 
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undertakes to rent the land for a fixed 
ots of - to 60 years at a rate of not 
ess than 8% of its value as determined 
T"*he-goverhment in its annual assess- 
metit of land values for inheritance-tax 
p The company then develops 
the land on its own account. 

The New Land Lease system means 
that the original owner can cash in on 
the value of his land from the start of a 
lease agreement, instead of waiting 
for it to earn income from the rental of 
buildings. However, the obligation (im- 
posed by the government) to pay out at 
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least 8% of the assessed value of the 
land in tae form of rent could make the 
scheme a high-risk undertaking for the 
insurance company. Land values asses- 
sed for inheritance tax have so far lag- 
ged far behind market values but are be- 
ginning to be raised to catch up with the 
galloping pace of the Tokyo market. A 
jump during the next few years 
could land life-assurance companies 
with mcre than they bargained for in 
terms of rent payments. 

Before starting to market their 
scheme actively, the pioneers of the 





Let the good times roll 


NA" increase in stockmarket activity 
and the rush of forei 


f 
| 


, mainly Ja- — 


and Taiwanese, investors into | 
iland, which created thousands of © 
new jobs in export industries and gave a 


slight boost to wages, have also stimu- 


- lated consumer spending. Car sales are 


up 27.4% compared with the year-ear- 
Ee department stores are full 


e accessories of a boom — new | 


nightclubs and restaurants — are. 


springing up everywhere. 
The Bank of Thailand (BoT, the cen- 


- tral bank) has recently revised its esti- 


mate of economic growth for this year to 
6%, up from previous projections of 
$.59,. Growth in agriculture is pre- 
dicted at 3% for the year, compared 
with a 196 fall in 1986, while non-ag- 
ricultural growth is put at 6.5%, against 
4.8% last year. The boom in export in- 
dustries contributed to a 31.1% increase 
in commercial vehicle sales in the first 
nine months of the year and a 20-23% 


| rise in sales of building materials. 


Nine-month estimates on major ex- 
ports show that several have already 
surpassed last year's 12-month earn- 
ings. At the end of September, income 
from precious stones and textiles had al- 
ready exceeded the 1986 full-year fig- 
ure, while earnings on sugar, prawns, 
and rubber were very near the 1986 12- 
month mark. Computer-chip exports 
over the first nine months were 12% 
eyed of the figure for the same period 
in a 


At the same time, Thailand’s trade 


deficit has mounted, on both a surge in 


capital goods import brought on by the - 


foreign investment boom and 
imports of consumer products. For the 
nine months :o end-September, imports 
hit Baht 239.5 billion (US$9.3 billion), 
up 3396 from a year earlier, while ex- 
ports were valued at Baht 212.7 billion, 
up 23%. e 

For the time being, the fovernment 
does not appear to be cogcerned over 
the Baht 26.8 billion shorttall. Sales*of 
ood$ up 32.4% 
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over the period, have soaked up some of 
the excess liquidity in the financial sys- 
tem, and a 26% increase in tourism rev- 
enue hes offset much of the outflow, 
leaving the current account at the end of 
the third quarter at a deficit of only Baht 
6.55 billion. The central bank estimates 
that tourism revenue for the nine 
months was Baht 34.1 billion. 

The overall balance-of-payments 
surplus is put at a favourable Baht 22.7 
billion. This is based, though, on a capi- 
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Sources: Board of Trade of Thailand and Bank of Thailand. 





tal-account surplus of Baht 18.78 billion 
which includes approximately Baht 11 
billion n overseas investment into the 
Bangkck stockmarket, and a hefty Baht 
10.4 million surplus under the errors and 
omissions column, which a government 
economist put down mostly to adjust- 
ments for uncompleted trade accounts. 
The large amount of funds invested 
by foreigners in the stock exchange in 
mid-October remained steady, bu: it is 
unlikelv that this will continue in the 
long term. There were already some 
signs that foreign players were begin- 





New Land Lease svstem are said to be 
trying to persuade the National Tax 
Agency to agree to scale down the 8% 
guideline on rentals. Meanwhile, the 
scheme at least provides an outlet for 
the frustrated managers of life-assur- 
ance companies’ real-estate ents. 
Property development services still form 
a tiny proportion of the income earned 
by life-assurance companies from real 
estate. But the service side looks set to 
grow strongly as old-style land transac- 
tions run into an increasing array of gov- 
ernment restrictions. — Charles Smith 





ning to take their profits and get out. 
Moreover, it is unlikely that the figure 
will continue to have such an effect on 
the balance of payments, due to market 
saturation: there is not much scrip left 
for foreigners to buy. 

Thailand's deb: ition has im- 
proved too, with the debt-service ratio, 
according to the central bank, dropping 
to 16.596 at the end of September, com- 
pared to 20% a year earlier. Foreign re- 
serves held by the government stood at 
US$4.7 billion, equivalent to over four 
months of imports. The BoT projects 
that reserves will grow to more than 
US$5 billion by the end of the year. 

But some economists feel that all 
the economic activity, the high level 
of bank liquidity and low interest 
rates, point to a coming burst of in- 
flation. Over the first nine months 
consumer prices moved up only 
slightly, about 2.2%. In September 
though, prices were up 3% over the 
same period in 1986. The central bank 
predicts a full year-rate of 2.7%. 

There has been more pressure on 
wholesale prices. The wholesale 
price index of the Ministry of Com- 
merce grew 7.85% over the first 
eight months of 1987. This has 
led some private-sector economists 
to predict a spurt in both wholesale 
and consumer prices next year, with 
one even suggesting double-digit 
rates. 

Supporting this is the slight surge 
in money eene growth and the bot- 
toming out of interest rates at mid- 

year. M2 growth in the first quarter 
was 0.9896 a month, which picked up to 
1.1% a month in the June-August 
period. A government economist said 
the growth rate had levelled off since 
Julv, when M2 was Baht 724.9 billion, 
and slowed slightly in September. 

Interest rates remain low: BoT's 

rime lending rate is still at 8%, and the 
interbank rate Tree by Siam Com- 
mercial Bank is 7% , unchanged in eight 
months. Foreign pressure could force 
the central bank to increase its rate 
slightly in coming months, à bank offi- 
cial said. — Paul Handley 
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BY APPOINTMENT TO M M. THE QUEEN 
WINE & SPIRIT MERCHANT 
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After more than 20 years in Japan the 
experience of Hilton Ir ternatioaal unfolds 


for you, 


Now you can find a convenient 
location, unusually good food, spacious 
accommodation and superior service 
in our new hotels in Tokyo and Osaka. 


And more. 
Our Executive 


Floors and Business 


Centres meet the special needs of the 
business traveller and our fitness centres 
boast extensive recreational facilities that 
will satisfy the most active of guests 

Let our experience unfold for vou 
in Japan. 


For reservations, call your travel 
agent, any Hilton International boiel or 
Hilton Reservation service. 


e The Tokyo Hilton Interrfirional 
is in Shinjuku, the city gne west 
business district. ^ 

. e The Osaka Hilton International is 


in the ve-y heart of the busigess, 
leone! aad ob ones districts 





€ State-of-the-art fitness centre 
— tennis courts — swimming pool 
— Executive Business Centre 
— No Stop Check-Out" 
— Three Executive Floors 


at cach legation. 


You Could 
Gather 
It Yourself 


The Recognized Au:hority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leacing busi- 
ness executives throughoct the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Fange 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and tc literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing. or 
wishing to do, business with China 


You Could Gather It Yourself 

You probably could cet the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention nave your 
own network of people reporting from all 
the important zones in China. 





Why not subscribe now and discover 
for yourself how ‘he CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China 


Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now, A small 
investment today may pay handsome 
dividends later in saved time, energy and 


| Post this coupon today! 


Circulation Manager. 
Far Eastern Economic Rewew, Ltd. 
| G. P. O. Box 160, 
Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| | enclose a cheque/money order of __ 
| made out to the Far Eastern Economic 
Review. Or, please charge my credit card 
| (tick one): 
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| American Express Diners Club O 
MasterCard 7 Visa I 

| (Please print in block letters 

| Card No: =< 
Exp. Date: a 

| Signature: O 

| Name: x 

| Address: x 

| Annual subscription rates: HK$2,575 US$330 

Lia airmail anywhere in the world al 


"[he AST Premium/286 


Rates As What 
Best Designed 


Recently, PC Magazine awarded 
the AST Premium/286!M with 
their Editor's Choice Award 
lor its "winning price/per- 
formance combination? 

We weren't surprised. 

When we designed the 
Premium/286, we built in uncom- 
promising compatibility, speed and 
power. But, that's not all. We also 
built in à commitment to quality. The 
same quality that has been the 
trademark of our complete line of 
exceptional enhancement and 
communications products. 

And, even though we weren't 
surprised at PC Magazine's award, we 
do consider it an honor. After all, the 
AST Premium/286 had only been in 
volume shipment for 10 months. 

50, when it comes time for you 
to make a decision about buying a 
personal computer, you might want 
to remember what PC Magazine had 
to say about the Premium/286. 

"The Premium/286 is without a 


May 


BeThe 


And Built 
ible On 


TÒ day” 


—PC Magazine, April 28, 1987 


doubt the best-looking and best- 
pertorming system with a 10-MHz 


rating. Its quality makes its price a 
bargain. " 

"The most elegant variation on 
the basic AT chassis...the machine 
should complement any office, 
including the CEO's. " 

"Workmanship is clearly top- 
notch.” 

“The AST Premium/286 uses a 
unique memory configuration to gain 
top honors in RAM access time.” 

“Overall, the AST Premium/286 
rates as what may be the best- 
designed and built AT compatible on 
the market today. Others may come 
only faster, not better." 


AST Research (FE) Ltd. (Marketing & Support Division) 


Room 2903, Citicorp Centre, 18 Whitfield Road, Causeway Bay, Hong Kong. Tel: 5-717223 


Authorized Distributors: 
813-230-9329 
Singapore: SiS Technologies Pte. Ltd. Tel: 2259898 
Dancom Co. Ltd. Tel: 2534771 Authorized Dealers 
Ltd. Tel: 5-283303 PC Plus Tel: 5-293050 


Indonesia: P.I 


SiStech Kharisma Tel: 351037 
Malaysia: Pericomp SiStech Sdn Bhd Tel: 03-7199339 
Taiwan: Stridemark Int'l Ltd 
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Telex: 48532 ASTFE HX 


Philippines: ASTECH Tel: 489161/498275 
Tel: 2-717-4518/9 Thailand: SiS 


(Hong Kong): Data Systems Tel: 5-297266 Expert System Co 


Japan: John Swire & Sons (Japan) Ltd. Tele 
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Examine the specifications PC Magazine compared tbe 


ANT Premium: 286 against ten Al compatible computers 
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Ws : The man who advised his 
i lt London board to buy into a 
TA A Korean company which the 
Be South China Morning Post 
ey’ had blown the whistle on 
cae last week. 
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hf this advertisement for its own Its influence in the business community commercial, and economic climate of the 
financial services, run in its own pages, makes The Post essential reading for the world’s top growth region. 
London's Financial Times,cited the ^ leading papers and financia! publications Every great city in the world has its 
South China Mornigg Post $: the one arounc the globe. It is invaluable as a ge newspaper. In Hong Kong it's the, 
newspaper of referenge in the Far East barometer by which to gauge the politieal, uth China Morning Post. 


T South China Morning Post 
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[HIGO NO KAMI] 
A once-popular folding pocket knife. 
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NIPPON STEEL CORPORATION has also come of age. We've strengthenec our core business of making steel 
-and its perip 


| heral disciplines in the face of changing conditions. We've learned to abicipate change and take 
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^. 7 gateways, 
7 days a week. 
Only Northwest. 
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You can count on Norhwest to give you more ways to go to HONG KONG EOT 
America the way you want to go. 7€ times a week, we fly nonstop from Tokyo, Manta TOKO CHICAGO 


Osaka or Seoul to 7 key business gateways, then onward to nearly 200 cities SHANGHAI li SEOUL MIA SEATTLE/TACOMA 


i GUAM SAN FRANCISCI 
more, including our Airlink service For more o: America more convenientlv, OKINAWA OSAKA JS ANGELES 
] BANG JONOLULU 
once again you can gount &n the le der. BANGKOK ONOLULY 
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€ SCENES of devastation reminiscent 
of 1929 in New York and 1974 in Hong- 
kong and London were apparent in the 
bourses of the world on Black Monday, 
19 October, carrying through to trading 
on Tuesday as margin calls and unit 
trust/mutual fund redemptions wiped 
out paper profits equivalent to trillions 
of dollars. 

In Hongkong, the stock exchange 
committee shut down trading for four 
days, in a desperate but ill-advised bid 
to stop the rot, posing serious questions 
about securities regulation and adminis- 
tration in the territory. The effect was to 
deprive investors of a market for their 
shares, and to close the door to those 
who may have felt there was good value 
to be had in the dramatically pruned 
prices. 

Holders of unit trust accounts have 
been unable to redeem their Hongkong 
funds, or indeed any funds with a sub- 
stantial exposure to the territory’s mar- 
ket. How such prohibitions on investor 
rights can be deemed to be in the best in- 
terests of those investors is beyond 
Shroffs comprehension. To quote a 
New York market pundit, after the 1929 
crash: "The public's favourite picture of 
stockbrokers at their trade seems to be 
that of an abbatoir specialising in 
lambs." 

Perhaps the committee of the Stock 
Exchange of Hongkong, aided and 
abetted by the government, believes its 
intervention in the free market to be di- 
vine. If so, it is curious that that band of 
_ honourable men failed to sound the 
warning weeks and even months ago 
when large numbers of their member- 
ship, spurred by nothing but greed, 
were borrowing well beyond the limits 
of reason. 
€ COLLAPSES of this nature — and 
there have been thankfully few enough 
of them to provide sound empirical evi- 
dence on their characteristics — 
troubling questions for those left with 
any money after the event. While Shroff 
professes no particular capability in 
shock-horror responses, it is worth pon- 
dering the views of the experts almost 60 
years ago, and perhaps to use the con- 
clusion as a filter for the "expert" advice 
already flooding in from everyone sane 
or cowardly enough to have avoided 
high buildings. 

Bearing in mind that the US, and b 
association the rest of the world, inf 
fered a "gr scire lasting for virtually 
the entire decade of the 19305, it is signi- 
ficant that these comments were all 
made ih late 1929 or early 1930. 

A prominent Wall Street firm's 
newsRtter, quoted in the New York 
Times on 25 October 1929: *We feel 
that fundamentally Wall Street is 
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‘Gentlemen, the boom is over 


sound, and that for people who can 
afford to pay for them outright, 
good stocks are cheap at these 
prices." 

Another Wall Streeter, quoted in the 


New York Times on 30 October, after | 


the market had plunged for two succes- 
sive days: “This is the time to buy 
stocks. This is the time to recall the 
words of the late J. P. Morgan, that any 
man who is bearish on the United States 
will go broke. Within a few days there is 
likely to be a bear panic rather than a 
bull panic. Many of the low prices as a 
result of the hysterical selling are not 
likely to be reached again in many 
years.” The final remark was accurate. 
as those prices were not to be seen for 
many years, but the movement was not 
in the direction implied by the com- 
ment. 

Capping it all was a 
courageous statement 
by President Herbert 
Hoover, in response to 
requests for a public 
works programme to 
stimulate a recovery, 
on 30 June 1930: 
“Gentlemen, you have 
come 60 days too 
late. The depression 
is Over." 

Bringing it up to date, a comment 
from Merrill Lynch bosses William 
Schreyer and Daniel Tully, on 19 Oc- 
tober this year, expressed the Thunder- 
ing Herd’s “confidence in the financial 
markets and the underlying value of fi- 
nancial assets in this climate.” 
© WITHOUT realising it, perhaps, 
Hongkong’s administrators have been 
getting themselves into similar pickles, 
with references to “technical correc. 
tions” and wise pronouncements of a re- 
turn to stability within days. What they 
have been failing to recognise is the 
knock-on effect of so extensive a 
plunge. 

In the pipeline are several fund-rais- 
ing issues, by Li Ka-shing’s Cheung 
Kon roup, for HK$10 billion 
(US 1.28 billion); by Joseph Lau's 
Chinese Estates, for HK$3 billion: and 
by several smaller companies, not to 
mention the new listings planned before 
the end of this year. 

For Chinese Estates, the rights issue 
is pitched at HK$1, against HK$1.20 
when Hongkong last traded, an uncom- 
fortably narrow discount for a cash call 
that big. Again, support in the market 
may be necessary to give the issue a 
semblance of re ability, and even 
that may be insufficient to persuade in- 
vestors to inject new cash into this mar- 
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If Chinese Estates fails to raise the 








































| cash from shareholders, it will have to 
resort to bank borrowings to meet its 
obligations to Hongkong Land, for the 
5 purchase of two commercial 
blocks, Windsor House and Harcourt 
House. At HK$2.4 billion, and after a 
splurge on “strategic” holdings in a vari- 
ety of second liners, the deal with Land 
could be in danger. 

This is not the least of the headaches 
looming for Jardine Matheson, which is 
paying Us$23 a share for a 20% stake in 
Wall Street investment house Bear 
Stearns, compared with a closin price 
of US$10.50 on 19 October, wit pros- 
pects of even further damage. ; 

Jardine Strategic Holdings now faces 
the unenviable prospect of paying 
HK$3 billion once the agreed tender 
offer has been completed, for an invest- 
ment whose value has already fallen to 
HK$1.4 billion. 

As if that were not enough, Jardine 
Fleming, which launched only this 
month a revolutionary unit trust service 
centre at a prominent and readily acces- 
sible location, has experienced the 
wrath of unitholders. A crowd gathered 
at the centre on 20 October, only to be 
told that all funds with Hongkong expo- | — 
sure were suspended. | 

Jardine has an uncanny knack of 
dealing at the ultimate peak of markets, 
and its resume includes Reunion Prop- 
erties, a British company bought at 
the 1973 peak; Theo H. Davies, a 
Hawaiian/Philippines sugar outfit, in 
the mid-1970s; Middle Eastern oil pros- 
pects at that market's peak; and the site 
for Exchange Square, bought at the ab- 
solute top of the last property boom in 
the territory. 

9 NOT that Jardine is likely to be the 
only victim of this crunch, needless to 
say, and other nervous managements 
are to be found at Sun Hung Kai 


pow» and scores of speculators. The 
ost of unit trust and fund-management 
newcomers can be expected to drop off 
as quickly as they arrived, and their de- 
parture is likely to be as disorderly as 
their arrival. Hongkong, along with the 
rest of the world, is in the throes of 
something that only the blind, the ignor- 
ant or the intentionally devious would 
Gare to call a “technical correction." 
For the financial world, Armaged- 


, don seems to have come incont'eniently 


early, and, with those in positions of 

pe im@tating headless chickens 
roff fears for the future. In a climate 

of disinflatign, tife best advice is that 

generally.applied to victims of a nuclear 

attack: sprea@sthe legs, place the head 

between them, and kiss your arse good- p 
b. 











he scandal surrounding the National | volving jurisdiction, since Khoo rarely 
Bank of Brunei. (NBB). finally | visited Brunei, a judge's ruling was 
reached elusive Australian-based Ma- | necessary. This was only handed down 
sian financier Tan Sri Khoo Teck | last week and gave Brunei the right to 








Puat when a warrant was issued for his | hear cases on this particular conspiracy 
‘rest by Brunei authorities on 17 Oc- charge. 

tober. When the affair first became pub- But the substance of the charge does 

lic last November, few thought it would little to suggest that Brunei wants Khoo | 
ose a threat to Khoo's empire, much more then they want to force a settle- | 

result in a warrant for his arrest. 


3 ment. The charge only carries a maxi- | 

, Suggestions to the ier coin- | mum sentence of six months, which is 
de with a deepening sense of anger | below the one-year minimum necessary 
for extradition among Commonwealth 
countries. Khco is reportedly in Syd- 
ney, he is a permanent-Australian resi- 
dent. He would, however, be automati- 
cally extraditable from either Singapore 
or Malaysia, which have a triangular 
agreement with Brunei on fugitive of- | 
fences. - 









and frustration in Khoo's camp as ob- 
ers speculate on whether this mast- 
f brinksmanship has wrongly assess- 
tuation this time, and if it wil! 


t B$1.3 billion (US$622 mi- |. Ade» representing Khoo have de- 
d subsequent cover-up by bank | APA clined comment on how the warrant 

uditors. In his statement | has complicated any efforts to liquidate 

^ warrant, prosecutor | assets, but there has been no denial that 

r<ery told the. court that | Khoo's South Pacific Holding Co., the 

"àmportant. figure in, the — largest hotel chain in Australia, remains 

make up the story of the the most tangible asset to be liquidated. 

k. of Brunei. It would. But here another legal tussle has ensued 

that he guided his sonia asall but four of the 10,000 shares that 

y and fraud, and that his son represent the total paid-up capital of the 

lling and able partner in making . company are in the possession of NBB,- 
o-related interests richer with- after being deposited as securities 

"thought of their respons |... 2 : 

ving to the National Bank of. 
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' affair. bears heavily on. Khoo, 

© family held an estimated 70% . 
inthe Brunei-based bank andcor- 
rols a host of other interests in financial’ ( 
ervices, hotels, and real estate in Aus- |. 

ha, Southeast Asia and Britain. = 
^X At. the time of NBB's.closure the. 
Brunei authorities stepped into guaran- 
tee deposits of its citizens. — worth 
150 million, but froze all tránsactions | 





























between NBB and about 32 correspon- 
dent banks worldwide. Brunei's Finanee | 
Ministry has stated that the repayment |: 
eof the interbank loans and deposits heid | 
by investors — worth up to B$400 mil- 
lion — will depend on the recovery of 
hesuspectloans. —- 1 8 uiis 

. And after months of fruitless wrangl-. ag 
ing on conditions for recouping those | MEME 
funds, observers in Brunei feel thatthe 8B 
ministry Was frustrated by the repeated EDS 
promises and demands ondes Khoo: 
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and, as a result, decided to p§ess crimi- 
nal charges as a last resort to for : 
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ofmoney." |. | ^ 


Another sticking point could be the 
boom makes 
&hoo at one 


the properties attractive. Kh 
point was asking for A$700 million 





(US$507.2 million) according to a. 


source involved in the negotiations. 
There also appear to be attempts by 
the creditor banks tc assist Khoo. A re- 
uest for a line of credit from American 
xpress Bank for  B$495 million 
was considered at a New York board 
meeting on 2 October, a member of the 


| prosecution team roted, but nothing 
| was agreed due to a problem over the 


need to survey Khoo's proposed collat- 
eral. The bank, a unit of Shearson 
Lehman/American Express, is NBB's 
second-largest creditor, with outstand- 


| ing loans of B$70 million. 


A banker involved with the monitor- 


| ing of Khoo’s repayment plan feels that 


it is better to- work towards a formula 


with him, pointing out that the only al- . 
ternative in retrieving deposits would be. 
litigation — which would be costly and 
time consuming, and which would not.. 
payment of all. | 
the bank's obligaticns. There is also no 





necessarily assure full rep: 


indication among the creditor banks 
that they have made provisions for bad 
debts or written off the now matured 
short-term loans 
ing 


first attracted notice during the jurisdic- 


tion proceedings. In that session it was 





ointed out that Khoo’s operations are 

ased in Singapore and the bulk of the 
interbank lending took place there. So 
far, Singapore has shown no interest in 
pressing charges against any of the de- 
fendants. But it remams concerned 
about the status of Goodwood Park 
Hotel shares, which were seized at 
NBB. A total of $S$87.3 million 
(US$41.8 million) in deposits, plus in- 
terest is owed to minoritv shareholders. 
Although the Singapore Government is 
believed to have intervened to protect 
those interests, the withholding of in- 
terest payments could be grounds for a 
civil complaint against Khoo. 

Despite the fact that in the past, as a 
condition for any repayments, Khoo has 
demanded the dropping of civil suits 
against him, the release of his son and 
immunity from criminal charges, he still 
finds himself facing all three problems. 
A member of the prosecution team 
noted that “here the rule of Brunei pre- 
vails. Khoo thought it was a saleable 


! za, 3| commodity because that's all he's used 


to dealing with." But now that the 
Brunei authorities have thrown their 





BUE weight behind the current NBB fraud 


trial, he felt any repayment deal would 


have only a limited effect on the oute- | 
come of the judicial proceedings. "This | 
case is not about the paymeiff of. | 
out the lending | 
P5 >o 





money,” he said, "it's ab 








as  non-perform- 


| The issue of Khoo's warrant has also 
| drawn attention to Singapore, which 
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e | SCENES of devastation reminiscent 
of 1929 in New York and 1974 in Hong- 
kong and London were apparent in the 


-]. bourses of the world on Black Monday, © 

' 19 October, carrying through to trading 
-i on Tuesday as margin calls and unit 
|: trus/mutual fund redemptions wiped 
profits equivalent to trillions - 


out paper 
of dollars. | 


In Hongkong, the stock exchange 


committee shut down trading for four 
days, in a desperate but ill-advised bid 
to stop the rot, posing serious questions 
about securities regulation and adminis- 


tration in the territory. The effect was to. 


deprive investors of a market for their 
shares, and to close the door to those 
who may have felt there was good value 
to be had in the dramatically pruned 
prices. | | 


- Holders of unit trust accounts have. 
been unable to redeem their Hongkong | 
funds, or indeed any funds with a sub- 
stantial exposure to the territory's mar- - 
| ket. How such prohibitions on investor. 

rights can be deemed to be in the best in- |: 
: terests of those investors is beyond. 


' Shroff's comprehension. To quote a 


New York market pundit, after the 1929- 


^| erash: “The public's favourite picture of 


stockbrokers at their trade seems tobe- 
that of an abbatoir specialising in | pasy 
lambs.” — - 5 c4 de 
Perhaps the committee of the Stock 
Exchange of Hongkong, aided and 
_ abetted by the government, believes its - 
intervention in the free market to be di- 
us If so, it is curious that that band of - 
=| honourable men failed to sound. the 
warning weeks and even. months ago. 
when large numbers of their member- 





ship, spurred by nothing but greed, 
were borrowing well beyond the limits 
of reason. | 

e COLLAPSES of this nature — and 
there have been thankfully few enough 
of them to provide sound empirical evi- 
dence on their characteristics -— pose 


troubling questions for those left with 


any money after the event. While Shroff 
professes no particular capability. in 
shock-horror responses, it is worth pon- 
dering the views of the experts almost 60 
years ago, and perhaps to use the con- 
clusion as a filter for the "expert" advice 
already flooding in from everyone sane 
| or cowardly enough to have avoided 
high buildings. | | 


i. Bearing in mind that the US, and by 
+ association the rest of the world; suf- 
> fered a depression lasting for virtually 
the entire decade of the 1930s, it is signi- 
ficant that these comments were all 


| made ih late 1929 or early 1930. 
-= -A prominent Wall Street firm's 





‘Gentlemen, the boom is over’ 



























sound, and that for people who can- 
afford to pay for them outright, 
good stocks are cheap at these 
prices." | 
Another Wall Streeter, quoted in the 
New York Times on 30 October, after’ 
the market had plunged for two succes- 
sive days: "This is the time to. buy 
stocks. This is the time to recall the 
words of the late J. P. Morgan, that any 
man who is bearish on the United States 
will go broke. Within a few days there is 
likely to be a bear panic rather than a^ 
bull panic. Many ofi the low prices as.a^ 
result of the hysterical selling are not 
likely to be reached again in many 
years." The final remark was accurate,- 
as those prices were not to be seen for 
many years, but the movement was not 
| in the direction implied by the com- 
—À rom —1 ment. ; 























courageous statement | 


requests for a public. 
* | works programme to 
MA | stimulate a recovery, 
ion 30 June 1930: 
|. "Gentlemen, you have - 
| come 60 days too 
late. The depression 
is - — 22 is over." vir . 
Bringing it up to date, a comment 
from Merrill Lynch bosses William 
Schreyer and Daniel Tully, on 19 Oc- 
tober this year, expressed the Thunder- 
ing Herd's “confidence in the financial | 
markets and the underlying value of fi- 
nancial assets in thisclimate.” = = —— 
* WITHOUT realising it, perhaps, 


getting themselves into similar pickles, 
with references to "technical correc- 
tions" and wise pronouncements of a re- 
turn to stability within days. What they 
have been failing to recognise is the 
knock-on. effect of so extensive a 
plunge..." ^ AA E 
In the pipeline are several fund-rais- 
ing issues, by Li Ka-shing's Cheung 
Kong group, for HK$10 bilion 
US$1.28 billion); by. Joseph .Lau's 
hinese Estates, for HK$3 billion; and 
by several smaller companies, not to 
mention the new listings planned before 
the end of this year. : 










- abligations to Hongkong Land, for the 
- blocks, ? 


. looming for Jardine Matheson, which i: 
paying 


by President Herbert | 
Hoover, in response to | 


| dealing at the ultimate peak of 


| for Exchange Square, bought at 

t solute top of the last property 
Hongkong's administrators have been | th t nuo QUOI PADRE 
“o NOT that Jardine is likely to be th 


ant or the intentionally devious would - 
| don seems to have come inconPeniently: | - 


a | Shroff fears for the future. In a climat 
| | of disinflatign, tle best advice is tha 
| generally.applied to victims of a nueh 
nar- | attack: sprea&«he legs, place the hi 
^. j between them, and kiss your arse 














































cash from shareholders, it will have to 
resort to bank borrowings to meet it: 


agreed purchase of two commercia 
indsor House and Harcourt 
House. At HK$2.4 billion, and after a 
splurge on "strategic" holdings in a vari- 
ety of second liners, the deal with Land 
could bein danger. > to ONG 

This is not the least of the headache 


S$23 a share for a 20% stake in 
Wall Street investment house Bear 
Stearns, compared with a closing price - 
of US$10.50 on 19 October, with pros. 
pects of even further damage. f 

Jardine Strategic Holdings now faces 
the unenviáble prospect of paying 
HK$3 billion once the agreed ténde: 
offer has been completed, for an im 
ment whose value has already fal 
HK$1.4 billion. NEED s 
- As if that were not enou 











sure were suspended. - 


and its resume includes Reunio 
erties, a British company bou, 
the 1973 peak; Theo H. D: 
Hawaiian/Philippines sugar ou 
the mid-1970s; Middle Eastern « 
pects at that market's peak; and 





the territory. 
only victim of this crunch, needless 
say, and other nervous management 
are to be found. at Sun Hung Kai and 
Ce., Mansion House Securities, a host ¢ 
newly listed- property-cum-investmen 
groups and scores of speculators. The. 
host of unit trust and fund-management 
newcomers can be expected to drop off 
as quickly as they arrived, and their de- 
parture is likely to be as disorderly as 
their arrival. Hongkong, along with the 
rest of the world, is in the throes of | 
something that only the blind, the ignor- _ 





dare to call a “technical correction.” 
For the financial world, Armaged- — 


early, and, with those in positions of | e 


















































































| Bostic in Bandar Seri Begawan 
e scandal surrounding the Nationa: 
Bank of Brunei. (NBB). finally 
eached elusive Australian-based Ma- 
aysian financier Tan Sri Khoo Teck 
uat when a warrant was issued for his 
st by Brunei authorities on 17 Oc- 
r. When the affair first became pub- 
t November, few thought it would 
a threat to Khoo's empire, much 
esult in a warrant for his arrest. 
ow, suggestions to the contrary coin 
ide with a deepening sense of anger 


ers speculate on whether this mast- 
of brinksmanship has wrongly assess- 
the situation this time, and if it wil 

yer complicate his current financial 





only recently charged, the 


-old family patriarch has been at 


|: B$1.3 billion (US$622 mii- 


ibsequent cover-up by bank 
uditors. In his statement 


d 


nd. fraud, and that his.son 





lated interests richer with- 












affair. bears heavily on. Khoo, 
take in the Frunei-based bank and con- 


services, hotels; and real estate in Aus- 
alia; Southeast Asia and Britain. - 


irunei autherities stepped in to guaran- 
ee deposits of its citizens.—- worth 
$150 million, but froze all transactions 
tween NBB and about 32 correspon- 

nt banks worldwide. Brunei's Finance 
istry has stated that the repayment 


investors — worth up to B$400 mil- 
lion — will depend on the recovery of 
the suspect loans. BOR 
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ing on conditions for recouping those 









d, as a result, decided to p§ess crimi- 








and frustration in Khoo's camp às ob- | 


f events in the alleged mis- 


e the warrant, prosecutor | 
is an- important. figure in the | 
which make up the story of the 

| Bank. of Brunei. It would. 
ppear that he guided his son in. 
and able partner in making: 
hought of their responsi- | 
wing to the National Bank ef 
hose family held an estimated 70% 


host of other interests in financial | 4 


t the time of NBB's.closure the. 


the interbank loans and deposits he'd | 


Orce a sct- 


volving -urisdiction, since Khoo rarely 
visited Brunei, a judge’s ruling was 
necessary. This was only handed down 
last. wee< and gave Brunei the right to 
hear cases on this particular conspiracy 
charge. | 

But tae substance of the charge Coes 
little to suggest that Brunei wants Khoo 
more than they want to force a se:tle- 
ment. The charge only carries a maxi- 
mum. sentence of six months, which is 
below the one-year minimum necessary 
for extradition among Commonwealth 
countries. Khoo is reportedly in Syd- 
ney, he is a permanent-Australian resi-: 
dent. He would, however, be autoraati- 
cally extraditable from either Singapore 
or Malaysia, which have a triangular 
agreement with Brunei on fugitive of- 
fences. © 





; AC. representing Khoo have de- 
FA clined comment on how the warrant 
has complicated any efforts to liquidate 
assets, but there has been no denial that 
| Khoo's South Pacific Holding Co.. the 
largest hotel chain in Australia, remains 
the most tangible asset to be liquidated. 
| But here another legal tussle has ensued 
| as all bat four of the 10,000 shares that 
represent the total paid-up capital cf the | 
compary are in the possession of NBB, | 
after being deposited as securities | 


M 





eate ara S6 Dei ertt t i genie tap temaren: | 





"And after months of fruitless wrangl-- P l 


nds, observers in Brunei feel that the i j MIND. 
Was frustrated by the repeated Ki 
mises and demands > ‘by Khoo | 


| against loan 












ing to the Khoo family. — XE ME 

Another sticking point could be the 
price, as the current tourist boom makes 
the properties attractive. K 100 at one 
point was asking for A$700 million 
(US$507.2 million) according to a- 
source involved in the negotiations. 

There also appear to be attempts by 
the creditor banks to assist Khoo. A re- 
T for a line of credit from American 

xpress Bank for B$495 million 

was considered at a New: York board 
meeting on 2 October, a member of the 
prosecution team noted. but nothing 
was agreed due to a problem over the 
need to survey Khoo's proposed collat- 
eral. The bank, a unit of Shearson 
Lehman/American Express, is NBB's- 
ii peu t creditor, with outstand- 
ing loans of B$70 million. 

A banker involved with the monitor- 
ing of Khoo's repayment plan feels that 
it is better to- work towards a formula 


with him, pointing out that the only al- - 
ternative in retrieving deposits would be. 


litigation — which would be costly and 


time consuming, and which would not ; 
ent of all. |. 





necessarily assure full repayt 
the bank's obligations. There is also no 
indication among the creditor banks 
that they have made provisions 
debts or written off the now matured 


ing 





pointed out that Khoo's ope 
based in Singapore and the 


far, Singapore has shown no interest in 
pressing charges against any of the de- 
fendants. But it remains concerned 
about the status of Goodwood Park 
Hotel shares, which were seized at 
NBB. A total of 5$87.3 million 
(US$41.8 million) in deposits, plus in- 
terest is owed to minority shareholders. 
Although the Singapore Government is 
believed to have intervened to protect 
those interests, the withholding of in- 
terest payments could be grounds for a 
civil complaint against Koo. 

Despite the fact that in the past, as a 
condition for any repayments, Khoo has 
demanded the dropping of civil suits 
against him, the release of his son and 
immunity from criminal charges, he still 


finds himself facing all three problems.” 


A member of the prosecution team 
noted that *here the rule of Brunei pre- 
vails. Khoo thought it was a saleable 
commodity because that's all he's used 


Brunei authorities have thre 
M ae behind the current NBB fraud 
trial, he felt any repayment deal would 
have only a limited effect on th 
come of the judicial proceedings. 
case is not about the paym 
money,” he said, “it’s 


to dealing with.” But now that the 
thrown their- 
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for bad | 


The issue of Khoo’s warrant has also | 
drawn attention to Singapore, which. 

first attracted notice during the jurisdic- | 
tion proceedings. In that session itwas | 
bulk of the | 
interbank lending took place there. So- 







short-term loans as. non-perform- | 
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“This i- 
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d feed kangaroos, and 
J .. See much of Australia's native 
— flora and fauna. Lone Pine's 


Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell. let. 
manage and arrange finance for your UK house or flat 


Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 


Do you want to reach 200,000 middle and 


FOR SALE SALE 


dramatically with World Expo 88 
"3 .. . andthe massive influx of 
^ = @ tourists expected an 
decade. 


The Sanctuary itself takes 
up. 10.5 hectares (26 acres), 


= <- (31 acres) of s) of gently sloping 
unused farm rs Bi total 
river frontage is metres 
(1700 feet). 
Lone Pine offers a rare 
opportunity to acquire a leading 
privat 


set to increase A/hrs telephone: +61 7 378 5692. 


RRT ACW Cars 
tpt ath Eampton & Sons 


tied loor Two Lachenge Square. Hong Long &rbngion Stern. London $W1A IRE Teiler 25 41 


AMERICAN 
RECREATION RANCHES 


top level Executives? 


For oniy Uei roe can in this space 
xt wed — but hurry! 















APPOINTMENT 


CONSUMER PRODUCTS 
SALES/MARKETING MANAGER 


Taiwan’s leading importer and distributor of fast Ae 
consumer goods seeks applicants for the post of SALE 
AND MARKETING MANAGER: The job wil! cover all as- 
pects of sales and marketing of a particular group of pro- 
ducts and will involve liaison with advertising agencies and 
principals. The ideal candidate will be in the age range late 
twenties to around forty years old, and will have had sev- 
eral years of marketing experience with major multinational 
consumer brands. 


The job will be based in Taipei and an attractive compensa- 
tion package including usual expatriate benefits will be of- 
fered to the successful applicant. 


Please write with full details of past experience and present 
position to The Advertiser, Box No. 1029, Far Eastern Eco- 
nomic Review, 15/F, 80 Gloucester Road, Hong Kong. 


All replies will be treated in the strictest confidence. 


If you have Christmas gifts and services to 
sell, then reach over 200,000 corporate deci- 
sion makers; husbands; parents and affluent 
business and personal gift givers in this sec- 
tion. 

A special ‘Christmas gifts’ column is now 
available — place your booking today by 
contacting: 


Hillary King 
International Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5-293123 Telex: 62497 REVAD HX | 


Asia’s first and only multi-market 
classified section in a regional magazine. 








A cacophony of crashes EV 


- 


MOST markets in Asia collapsed in panic selling in the period to 19 Oct. in sympathy with Wal Street. 
Hongkong closed its doors, but elsewhere the collapse continued on 20 Oct. (page 87). - | 


HONGKONG: The market bled pro- 
fusely, culminating in a bloodbath on 


the period's last day which saw a drop |’ 


of more than 400 points on the Han 
Seng Index as panic selling grippe 


ters. On 20 Oct. stock exchange of- | 


cials unexpectedly suspended trading 
for the rest of the week. Turnover for 
the period totalled 4.5b shares, worth 
HK$19.3b (US$2.5b). 


TOKYO: The Nikkei Index fell 620.18 |. 


— to 25,746.56 in thin trading on 19 
., the sixth largest single-day's loss 
on record. Although the market at first 
appeared to be taking Wall Street's col- 
lapse in its stride, confidence soon 
evaporated. Nissan fell ¥51 (36 US 
cents) to ¥796 and Nomura Securities 
dropped *210 to *4,320. Turnover 
averaged 1.02b shares, worth * 1.02t. 


AUSTRALIA: Markets collapsed in |, 
panic selling, mirroring the meltdown | 


on Wall Street and er world mar- 


‘kets. The All-Ordinaries Index suf- | 21 


fered a record 495 fall on 19 Oct. Gold 


companies were slaughtered in the | < 


frenzy despite rocketing gold price to à 
five-year high. A total of 822m 


shares were traded, worth A$1.51b | 4g 


(US$1.1b). 


NEW ZEALAND: The market dived in 


the wake of Wall Street's decline. A | ~ 


154-point slide on 19 Oct. ended a bad 
Vea at 13.6% below the 18 Sept. 
i 


gh for the year. Some observers ar- | y 


gued that the low prices were not jus- 
tified on the basis of good prospective 
price/earnings ratios. Brierley was 
down 42 NZ cents (27 US cents). Vol- 
ume for the period was 80.3m shares. 


SINGAPORE: Light trading and jitters | sy 


over the political situation in Malaysia 
caused the market to drift lower. The 
collapse of the New York market hit 
share prices after the weekend, when 


foreign fund managers took profit to | 


cover losses elsewhere. SI lum- 


meted $$2.30 (US$1.10) to $$12.30. | ! 


Daily volume averaged 20.1m shares 
valued at S$72.1m. 


KUALALUMPUR: Political tensionover 
Chinese education caused share prices 
to drop steadily for most of the period, 
before« a dramatic fall after the 
weekepd when false rumours of race 
riots cdused widespread panic selling. 
Blue chips suffered heavily, with MISC 
losing 55 (61 US cents) to finish at 
M$7.90. Average volume was a low 
| 11.7msharesa day valued at M$28. 1m. 
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MANILA: Average value turnover 
more than trebled to P155.65m 
(US$7.5m) a day on 1.42b shares, up 
130%, as prices rose substantially 
across the board. Among mining fa- 
vourites, Lepanto B climbed 289. to 
P0.64 and Philex A advanced 22% to 
P0.56. Commercial-industrial were 
led by San Migue! A which moved up 
12% to P114. 


BANGKOK: Heavy profit-taking cost 
the market to close the period sharply 
lower than the previous period's finish, 
though not before touching a peak of 
423.03. Carpet International led gain- 
ers with a Baht 480 (US$18.70) rise to 
close at Baht 1,526. Major losers in- 
cluded Asia Fibre, Metal Box and 
Bank of Asia. Volume over the period 
totalled Baht 6. 19b for 49.5m shares. 


TAIPEI: The market recovered on the 
last two days of trading in the period as 
investors cautiously resumed buying 
on news of a government package of 
market-stabilising measures. 

again led the overall decline. China 
Development lost NT$21.50 (72 US 
cents) to NT$96, and Chang Hwa fell 
NT$35 to NT$283. Average daily turn- 
over was low at NT$13.13 billion. 


SEOUL: The market steadied after a 
wcek of bullish tradings. Daily trading 
stabilised at around 4.4m shares, worth 
Won 70.5b (US$87.6m). By industry, 
rubber stocks gained 5.6% while min- 
ings declined 2.2%. Insurance and 
electronics were major gainers with 
Tongyang Insurance shares rising 
10.6%. Among losers Daewoo Heavy 
Industries fell 4.9%. 


BOMBAY: The continued ban on for- 
ward trading, coupled with the usual 
sluggishness around the end of a settle- 
ment period, kept the market low key 
during the period. Premier Auto 
sweetened its dividend and showed 
higher sales, albeit lower profits, to re- 

ister a 9% s in its share price to Rs 

1.50 (US$2.40). J. K. Synthetics 
closed at Rs 55.50. 





NEW YORK: The market crashed 30% 
over the period as panic selling swept 
through the exchange, catching many 
analysts by surprise. Brokers bl&med 
the fall on snowballing investor belief 
that the bull market was dead. Volgme 
totalled 1.59b over the period. fhe 
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AUSTRALIA 
ppum PARTNER REQUIRED 
companies involved in tourist coach and local bus 


Reef area. It is expected that approximately A$8m will be 


Interested parties may write to: L. W. Francis, 
Sunliner Queensland Pty Ltd 
PO Box 44 MANLY QLD 4179, AUSTRALIA 
Fax No. 61 7 393 5224 


MANAGEMENT / FINANCE 
CONSULTING-SERVICES 


— Company / Trust / Foundation 
formation and Management 
— Trustee and fiduciary services 

— Project evaluation and 


implementation 
— Allinternational transactions 
— Contract negotiations 
— Developing contracts with 


IBS, Bahnhofstrasse 100 
CH-8023 Zurich 
Phone 01/211-04-83 
Fax 01/211 7531 
Telex 813884 


PLASTICS BUSINESS 


CANADA 
Profitable earnings record, excel- 
lent future possibilities. Present 
product supplies transport in- 
dustry. Exciting future 
in construction & U.S. market. 
Minimal overhead required at 





If you have something 
tosay...sayit 
in the Classifieds! 


NOTICE 


NOTICE OF CHANGE OF COMPANY NAME 


Notice is hereby given that FAR EASTERN ECONOMIC 
REVIEW LIMITED whose registered office is situated at 7th 
Floor, Centre Point, 181-185 Gloucester Road, Wanchai, 
Hong Kong has by a Special Resolution of the Company 
and with the approval of the Registrar of the Companies 
changed its name into REVIEW PUBLISHING COMPANY 


LIMITED with effect from the 6th day of October, 1987. 


ad Publishing Company Limited 
7th Floor, Centre Point, 

1895185 Gloucester Road, 

Wanchai, Hong Kong. 


Dated the Twenty-second of October, 1987 


FAR EASTERN ECONOMIC REVIEW e 29 OCTOBER 1987 neers ait Sas Si Mia 


authorities,banks, investors. etc. 











EDUCATION ER. 


Facsimile: 213 747-4176 


COMMERCIAL VEHICLES 





NEW ISUZU RIGHT HAND DRIVE TRUCKS AVAILABLE. 4 
FOR IMMEDIATE SALE E 
FTR 111 (PRIME MOVER — WHEEL BASE:- 3200MM, 
GCW:- 22,000KG) 

FTR 113 (WHEEL BASE:- 4200MM, GVW:- 14,000KG) | 
FTR 115 (WHEEL BASE:- 5000MM, GVW:- 14,000KG) ¥ 
CONTACT MALAYSIA 03-2212612 TELEX MA31490 | 
FOR SPECIAL NEGOTIATED PRICE 


PERSONAL COURSES 


` 
a 
^| 


IMMIGRATION TO THE UK BR ines 
SEMINAR IN DUEAI X bae $ 


Eos F. x* 


Unter Engadin 
Boarding school fer girls 
aged 10 to 19. 
This informative seminar will in- © Gymnasium Typus B + D 
clude investment and tax guidance (eidg. anerkannt) 


p Veget rie etm oy S Diplom) 
as well as immigration procedures. Dipllimmittelschule (DM 
Contact: hule 


Primarschule 5./6. Klasse 
German Course for 
Non-German speaking students 


deinz Gailmang 
Headmaster 
ochalpines Tóchter-Institut Fetan 
CH-7551 Ftan/Switzertand 
Phone Switzerland 84 / 90222 
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T? that time has forgotten the 
anda "Islands is not quite fair. A 
reasonably sized crowd gathers each 
evening before the communal TV, anc 
nightly screenings at the only cinema 


- are well attended. A 50-minute hop on 


either of two flights weekly reaches the 
largest city of the Malukas, Ambon, and 
one can easily continue to Jakarta, some 


- 2,600 km to the west, the same day. 


But Banda's glory lies dearly in the 
past. Once the world's prime producer 
of nutmeg, the six small islands of the 
archipelago were a prize keenly con- 
tested by English, Dutch and Por- 
tuguese fleets sent to scour the South 
Seas in search of the exotic “spice is- 
lands" in the I5th and 16th centuries. 

Jt was the Dutch who finally 
triumphed in the race, out-manoeuvr- 
ing their old world rivals ard bv force of 
arms subduing the native popu- 
lations with a savagery notable 
even in an exceptionally brutal 
age. In 1621, for non-cocpera- 
tion with the colonialists, 44 
leading Bandanese were pub- 
licly executed. The ensuing bat- 
tles and banishments ended 
very much in the Dutch favour. 
Historians estimate that only 
10% of the isles’ original 15,000 
inhabitants remained. 

The Dutch governor for the 
United East India Co.(VOC) re- 
sponded to this de-population 


ment of colonialists and slaves to 
work the nutmeg plantations. In 
Banda's lanes and gardens today, 
a variety of faces from fair-sk:n- 
ned Arab- and Eurasian-appear- 
ing to dark Melanesian types 
and many mixtures in between is 
vivid testimony to the diverse 
background of the new se:tlers. 

The goal of the Dutch administration 
was simple: produce nutmeg and mace 
from the fruit of the trees growing in 
great profusion on the islands, and dc so 
at maximum profit for the VOC. Nut- 
meg is still used to flavour cakes and 
sprinkle on holiday eggnog, but 400 
years ago its qualities were deemed far 
more extensive and important. 

Extracts from nutmez, explained a 
I7th-century Portuguese historian, 
could “cure or correct stinking breath, 
clear the eyes, comfort the stomach, 
liver, and spleen, and digest meat. They 
are a remedy against many other dis- 
tempers, and serve to add outward 
lustre to@he face . . ." 

Nutmeg from Banda fetched more 
than a hundred times its purfhase price 
after an arduous seagvovage to auction 
in Amsterdam; mace gained even great- 
er value. But despite the rent pit- 
tance paid “perkeniers’ working jhe 

any lived imgomething pf 
ays on the 










edge, or slipping into the abyss, of bank- 
ruptcy. 

Reminders of those decadent days 
still haunt Banda Neira, the main town 
of the islands. Decaying mansions line 
the streets, the colonaded glory of 
houses cence roofed with Dutch tile and 
floored in marble now broken and fad- 
ing. In a few homes, appearances are 
kept up: old Dutch furnishings and 
Chinese porcelain take pride of place, 
evoking the era when all the world 
Se ss to trade at Banda Neira’s har- 

ur. 


Overlooking the town are the battle- 


ments of Fort Belgica, built to resist the 
very distinct possibilities of either Eng: 
lish invasion or Bandanese uprising. In 
the first instance it was singularly un- 
successful, succumbing twice to the 
Royal Navy with scarcely a shot fired 


during the Napoleonic Wars, in 1796 
and again in 1810. The fort’s walls and 
towers today remain stout, and their 
vantage across Banda Neira’s superbly 
protected anchorage glorious. 


ore recent events merit Banda a 

footnote in Indonesia’s history as a 
nation, rather than a colony. It was 
here that two of the country’s leading 
nationalists. Mohammed Hatta and 
Sutan Sjahrir (at independence to be- 
come the country's first vice-president 
and rrime minister respectively), spent 
six years of seemingly idyllic and le- 
niently administered exile from 1936- 
42. The gentle climate and amenities 
were an astounding change from the 
Tanah Merah prison camp deep in the 
jungles of New Guinea where they were 
previously detained. 

For al! its past prosperity and impor- 
tance, Banda is now one of Indonesia's 
economic backwaters. Nutmeg and 
mace are still produced, but in much re- 
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duced quantities which must be sold to a 
government-appointed monopoly many 
people deem as onerous as that long ago 
AR es by the VOC. Other islands in 
Indonesia today grow most the coun- 
try's nutmeg, which comprises 80% of 
the world's production. Grenada, to 
where the English exported nutmeg 
seedlings during their brief occupation 
of the Bandas, commands the other 
20% of the global market. 

In terms of industry, there is nothing 
save the basic processing of local nut- 
meg and mace. A few fruits and vegeta- 
bles are grown, but it is a bountiful har- 
vest from rich fishing grounds around 
the islands which mostly ensures 
that no one goes hungry. 

Only as a tourist destina- 
tion do the Bandas show great 
potential. The 600-m of 
caping Api, the conical vol- 
cano island which once erupted 
with distressing and devastat- 
ing regularity, now lies dormant 
barely a stone's throw across 
Banda Neira's harbour. A climb 
to its peak provides a breath- 
taking panorama of the islands. 
Snorkelling and diving in coral 
gardens and along dramatic 
drop-offs in the crystal waters 
is among the world’s finest. 
Two small hotels and a few 
guest houses cater for the trickle 
of tourists who reach the Ban- 
das, though plans are afoot to 
attract more. 

Visitors can easily also reach 
the outlying islands by hiring a 
small motorboat. One is the tiny 
isle of Run, 10 miles and about two 
hours west of Banda Neira, and even 
more tranquil than nearly somnolent 
Banda Neira itself. 

Run, now with a population of 
1,113 farmers and fishermen and 
their families, figured prominently 
in the 1667 Treatv of Breda, which 
resolved a range of outstanding Anglo- 
Dutch rivalries, both in Europe and 
in their competition for colonial 
spheres of influence. By its provisions, 
the English renounced all claims to 
Run, thus forfeiting access to the 
lucrative nutmeg market. In return, 
the Dutch formally ceded title to 
another island, on the other side of 
the world and in much less pleasant 
climes. x 

But whatever fragrant spices and 
tourist delights Run and the" other 
Banda Islands can offer, it is most un- 
likely anyone would trade bacWethat 
other island — Manhattan — for them, 
and more, today. — Tom Lansner 
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GIB -Your Middle Eastern Link 


The volatility of investment and currency Advice is given to clients on the major inter- 
markets has in recent months substantially increased national investment markets, in addition to 
risks for investors, many of whom are now convinced executing orders on their behalf. The Bank's location 
that professional experience and expertise are in Bahrain is ideal as it enables the investment 
necessary to contain risks and maximise returns. team to cover trading hours in Tokyo, London and 
Gulf International Bank offers a professional New York. 
and comprehensive investment service to clients, These investment services complement the 
covering areas such as Portfolio Management, wide range of commercial ond wholesale banking 
Capital Markets and active day-to-day trading. activities carried out by GIB internationally. 


Gulf intematonoi Bank asc 


GIB OFFICES: HEAD OFFICE: P.O. BOX 1017, MANAMA, BAHRAIN TEL: (0973) 256245 TELEX: 8802 DOWALI BN | 
LONDON: 2- , CANNON STREET, LONDON TEL: (044) 1 248 6411 TELEX: 8812889 GIBANK G NEW YORK: 499, PARK AVENUE, NEW YORK El: (0D 212 303 3060 TELEX; 424027 Glas 
GAPORE: SHELL TOWER. 50 RAFFLES PLACE SINGAPOR: TEL (O66) Tinan Yriry opaan cindy | 





The key to our performance and success 
lies in the manufacturing cf synthetic 


fibres in our own Swiss plant for 30 years. 


We have accomplished our existing 
processes discovered new technologies 
and set up effective quality and cost 
ontrolling systems as well. 


Take the direct spfining process, 
for example: a un versal techipology 
«saves energy and yields a sfperior 
quality. Toy " 


We license our own and third 
arfties’ orccesses. More than 2@) pro- 


duction plants are currently operat ng 
in the five continents. These plants 
supolw a major share of the world 
market in polyamide and polyester 


fibres. 


Lo YOu want to manufacture Syn- 
thetic fibres, build industrial plants, or 
opercte more cost-effectively? If sc, we 
are the ideal independent partner 
for ycu. 





EMS is a name you con trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 


Licensors — Engineers - Contractors 





EMS-INVENTA AG, CH-7013 Domat/Ems 
Telephone 081/36 0111, Telex 851 410 


"KLM cable lifts?" 


“Of course, if that solves 
the shipper's problem? 


EE 
ind 


diet A shipper's transportation needs reach wax beyond 


E GO the airport. And that is something KLM realizes And have developed services which are really 


B 
y only too well. comprehensive. Services which demonstrate that KLM ( argo 


Which is why they offer tailor-made solutions ti really does take things further. 


any ce ig problem. 


But then, with nearly seven decades of experience 
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xehind them, and str ng partnerships with agents throughout The Reliable t L. . 
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the world, they have grown to understand the needs of shippers. 





The Oberoi, Bombay. 
‘When everything has to be just right 


Unmistakably, a truly outstanding 
hotel in the hear: of the business centre 
of Bombay. Your very own personal 
butler. Excellent restaurants. A 24 hour 
Executive Centre. The Oberci over- 
looking the ocean. Because you deserve 
the best the word ; (y : 
has to offer The -. 


BOMBAY 
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WWF Kojo Tanaka BC I 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flowerand then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival en huge amounts of 
bamboo 

But that’s just one of the problems facing the 
Panda 

To ensure that :t has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of interna! parasites — all these 
factors and many more which threaten its 
survival 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Prefesscr Hu Jinchu. 

Che Giant Panda is an endangered animal 
It :s also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contribu Ions tc hi WWF 
Nanonal Orgamsatnon im veur country or direc! t 


WWE International, 1196 Gla 
Switzerland. 


WORLD WILDLIFE FUND 
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New Horizons 


Creative Alternatives in a Changing World 

Wako Securities can help you reach your financial goals, 

no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the key 
American and European markets, Wako offers a complete line of 
underwriting and investment services. 

Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Institute help private 
and corporate investors throughout Asia and the Pacific to maximize 
their investment performance while managing risk. 

Wako's long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 

Wako Securities—meeting the challenges of global financial managemen-. 


WAKO 


SECURITIES CO., LTD. 
e: 6-1, Koamicho, Nihonbashi, Chuo-ku, Tokyo 103, Japan 








Tel: (O3) W67-8111 Telex: J24819. 428484, J28841, J23885 

Sydney lflepresentative Office: 34th Floor, Westpac Plaza, 60 Margaret Street, Sydney, d 

New Wales 2000, Australia Tel: (02) 231-6911 Telex: 70793 

Wako Intbrnational (Hong Kong) Limited: 27-D, United Centre, 95 Queensway, Hong Kong e y^ 
Tel: (5) 283-986 - 91 Telex: HKB3677. 60244 P4 ^ 

Overseas Network: Bahrain. Paris, London, Geneva, Zurich, New York. Los Angeles 
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“My Rolex is more than just a watch, 
it makes me feel dressed’ 


Royal Opera House, Cove: 


In everything that she does, 
Dame Kiri Te Kanawa combines 
a remarkable liveliness and 
spontaneity with an absolute 
obsession with pertection. She 
delights in Strauss and Mozart 
“because the women in their 
operas are contradictory; warm 
and cool at the same time. 
Two of her favourite roles, tor 
example, are the sad young 
Countess in ‘Le Nozze di Figaro 
and the frenzied, passionate 
Donna Elvirain‘DonGiovanni. 


* 


When she decided to sing 
the Feldmarschallin in Der 
Rosenkavalier, Kiri said it was 
“because the character appeals 
to me. She has understanding 
and maturity and when she 
lets her lover go, vou fee! its 
not completely the end of the 
wor d for her. I'm sure I will 
have to sing the Marschallin 
100 times before I fully under- 
stand the depth of the character. 

Her famous voice (“Pertect’ 


said Sir Colin Davis of the 





THE ROLEX LADY DATEJUST CHRONOMETER IN I8SCT. GOLD WITH PRESIDENT BRACELET BEZEL AND DIAL SET WITH DIAMONDS 
d 


ALSO AVAILABLE IN 18CT. WHITE GOLD 


Garden), is in such worldw: ` 
demand that she is booked 
for years to come. Will her vo 
stand the strain? Kir! says, 
"What you have LO remembe 
is to give quality, not quanti 

For many years, Rolex | 
shared that same obsessior 
"My Rolex; says Kiri, is mv 
than just a watth, it also ma. 
me feel dressed. It W 
has been a friend 


for a long time. 
of Geneva 
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